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Dear Valued Colleagues:

When I was installed as HFMA’s 2019-20 National Chair, I had no idea the year 
would be one for the history books. I kicked off my term by encouraging HFMA 
members to identify areas where change was needed and then dared them 
to move out of their comfort zones and make a difference. The response was 
gratifying as healthcare finance professionals across the country accepted the 
challenge and “shared their dares,” motivating others to also get in the game. 

At the same time, HFMA was delivering on its own commitment to transform  
the member experience by launching a new website and rolling out a new  
online community. The Association also introduced new resources, including  
a consumerism maturity model and guidance for collaboration between finance 
and nursing professionals.

And then disruption occurred. COVID-19 struck with a vengeance, and, like our 
members, HFMA found itself navigating a simultaneous global pandemic and 
economic crisis that was unlike anything we had ever encountered. Ready or not, 
we all were forced to move as we pivoted and transformed at a pace and scale that 
previously would have been hard to imagine. For HFMA that meant providing our 
members with quick, convenient access to the tools and information needed to 
keep their organizations up and running under extraordinary circumstances.  
It also meant quickly converting scheduled in-person conferences into digital 
events, including the 2020 Annual Conference. 

This annual report documents our major accomplishments achieved during FY20 
— both pre- and mid-disruption. Thank you to our HFMA leaders, volunteers and 
staff for their important role in these achievements. Your commitment to our 
Association and willingness to get in the arena truly made a difference.

Best regards, 

 
Michael M. Allen, FHFMA, CPA, MHA 
2019-20 HFMA National Chair

LEADERSHIP

Letter from the Chair

MICHAEL M. ALLEN, FHFMA, CPA, MHA
HFMA National Chair



4 
HFMA 2019–2020 ANNUAL REPORT
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GUIDING STATEMENTS

Vision
HFMA will bring value to the industry as the leading organization  

for healthcare finance.

Mission 
HFMA’s mission is to lead the financial management of healthcare.

Diversity
HFMA values and respects diversity. Individual differences are viewed 

as assets that promote the growth and success of HFMA and its 
members. In principle and in practice, HFMA encourages and supports 
diverse individual viewpoints and contributions. HFMA believes that  

a diverse membership is a quality membership.
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58,000

Results
HFMA is committed to helping healthcare fi nancial management professionals 

and their organizations succeed in a complex and rapidly changing environment. 
While FY20 presented unique challenges due to the COVID-19 pandemic and 

global economic crisis, signifi cant accomplishments were achieved.

�              33% =
OFFICIAL

MEMBERSHIP

�                  �     �     �     
MONTHLY BILLING 

OPTION FOR ALL NEW AND 
RENEWING MEMBERS

NEW DIGITAL PLATFORM
HFMA’s new website went live in June 

2019. It better organizes and integrates 
information. It also allows members 

to build a personal web page, ensuring 
quick access to customized, 

curated content.

INTERACTIVE ONLINE COMMUNITY
HFMA rolled out an interactive online community where 

members can network, share ideas and collaboratively solve 
problems. Approximately 4,500 members tapped into 

this new resource.

INNOVATION AWARD:
ORGANIZATIONAL 
TRANSFORMATION 

INITIATIVE
.orgCommunity recognized HFMA 

for its more contemporary and 
user-friendly member experience.

112 Enterprise 
Solutions

ENTERPRISE SOLUTIONS MEMBER 
ORGANIZATIONS FY20

(36,438 TOTAL MEMBERS)
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�                  

�                 The Association’s 2019 Thought 
Leadership Retreat took place October 

3-4 in Washington, D.C., and focused 
on social determinants of health. 

HFMA partnered with the American 
Nurses Association, the American 

Organization for Nursing Leadership 
and Case Western Reserve University 

to develop an innovative fi ve-part 
fellowship program for senior nurse 

executive leaders.

HFMA released 12 comment letters 
during FY20, voicing member concerns 
and recommending changes to policies 

proposed by regulatory, legislative 
and other similar entities. Additionally, 

HFMA published 48 fact sheets that 
summarized complex proposed and fi nal 

rules issued by the agencies.

HFMA partnered with GHX on a multi-
phase research project investigating 

how much providers are involved with 
alternative payment models and how 

they view the present and future state 
of taking on risk-based arrangements.

A survey conducted by HFMA and 
CareCredit provided insight into 

healthcare organizations’ consumerism 
approaches and the challenges of 
moving from theory to practical 

application.

HFMA partnered with EPSi to conduct 
research and develop content related 

to return on analytics.

HFMA partnered with Strata to conduct 
a multi-phase research project on the 

importance of measuring and reducing 
the total cost of care.

The Business of Caring: Promoting Optimal Allocation 
of Nursing Resources off ers insight into the diff erent 

perspectives that fi nance and nursing professionals bring to 
nurse staffi  ng issues, along with guidance for bridging the 

gap between the two groups. The report was co-authored by 
HFMA, the American Nurses Association and the American 

Organization for Nursing Leadership. It also was endorsed by 
the American Association of Critical-Care Nurses.

Maturity Model Measurement Tools 
for Consumerism in Healthcare  is a tool that 

providers of all types may use to determine the 
current maturity of their consumerism activities 

and identify areas for improvement.

HFMA and the America’s Health Insurance Plans 
teamed up to provide voluntary guidance for how 
care providers should code and bill for COVID-19 

care delivered in alternate inpatient settings.

EXPERT ANALYSIS & THOUGHT LEADERSHIP

HFMA delivered several new resources 
in FY20 as part of its ongoing commitment to help healthcare fi nance 

professionals stay on top of emerging industry trends. 

12 +48

Thought
Leadership
Retreat

TM

Results (cont.)

Maturity Model 
Measurement Tools 
for Consumerism in 
Healthcare
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Results (cont.)

CAREER AND PROFESSIONAL DEVELOPMENT 

CONTENT

HFMA quickly transformed the 2020 
Annual Conference into a digital event. 

More than 5,000 people attended during 
the six days, with many attending for the 

fi rst time thanks to the digital format.

HFMA Daily, an AI-driven e-newsletter, 
reached 40,000 subscribers each day.

HFMA produced original healthcare 
fi nance content every day.

HFMA established a dedicated 
COVID-19 space on the website to 

provide members with quick, convenient 
access to a wide variety of the latest 
information about the virus and its 

eff ect on healthcare fi nance.

The monthly journal, hfm, was 
completely redesigned to make it easier 
to read and navigate. Changes included 

shorter, more specifi c content, more 
visuals and more stories about people 

and chapters. 

When the pandemic forced rescheduling 
or cancelation of live events, HFMA 
off ered more webinars as options 

for ongoing, relevant education and 
information.

HFMA members actively certifi ed 

The Association enhanced its 
prestigious suite of healthcare fi nance 

credentials with the introduction of 
digital badges. More than 4,700 HFMA 
certifi cation badges were displayed on 

LinkedIn.

15.8%

4,700+

hfm
MAY 2020 | healthcare financial management association | hfma.org

hfm

Former Secretary of Veterans A	 airs
David Shulkin, MD, wants to see
U.S. healthcare leverage the
respective strengths of the
public and private sectors.

A blueprint
for care
optimization

CARES Act relief:
Will it be enough for hospitals?

What employees need from their
leaders during the coronavirus crisis

EXPERT
REVIEWED

Developing a 
strong investor 
relations strategy

Hallmarks of a
successful healthcare
venture capital program

5 things hospitals should 
do to prepare for
COVID-19 disaster relief

How to protect 
patients, clinicians 
from COVID-19

+

40,000�         �    
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RECOGNITION

Richard L. Clarke Board of Directors Award

Seema Verma, administrator of the Centers for Medicare & Medicaid Services, was 
selected as the recipient of the 2020 Richard L. Clarke Board of Directors Award. 
The award is HFMA’s highest honor and recognizes individuals or organizations 
for their significant positive contributions to the profession of healthcare finance 
or the financing of healthcare services. In presenting the award to Administrator 
Verma during the 2020 Digital Annual Conference, HFMA President and CEO 
Joseph J. Fifer applauded her bold leadership and advancement of consumerism, 
innovation and high-value healthcare. Administrator Verma oversees a $1.3 trillion 
budget, representing 26% of the total federal budget. She also administers health 
coverage programs for more than 140 million Americans, including Medicare, 
Medicaid, CHIP and the Marketplace.

2020 MAP Award for High Performance in Revenue Cycle

Twenty-three organizations received HFMA’s 2020 MAP Award for High 
Performance in Revenue Cycle, which recognizes providers that have excelled in 
meeting industry standard revenue cycle benchmarks (MAP Keys®), implemented 
the patient-centered recommendations and best practices embodied in HFMA’s 
Healthcare Dollars & Sense™ initiatives and achieved outstanding patient 
satisfaction. 

This year’s MAP Award recipients, which were recognized virtually during HFMA’s 2020 Digital Annual Conference, are:

INTEGRATED DELIVERY SYSTEMS
•	 Geisinger—Danville, Pennsylvania
•	� Presbyterian Healthcare Services— 

Albuquerque, New Mexico
•	� Saint Francis Health System— 

Tulsa, Oklahoma

HOSPITAL SYSTEMS
•	� Bon Secours Mercy Health—

Cincinnati, Ohio
•	� Cape Cod Healthcare—Hyannis, 

Massachusetts
•	 OhioHealth—Columbus, Ohio
•	� Spectrum Health—Grand Rapids, 

Michigan
•	� St. Elizabeth Healthcare—Edgewood, 

Kentucky

INDIVIDUAL HOSPITALS
•	� CHRISTUS Shreveport-Bossier Health 

System-Highland—Shreveport, 
Louisiana

•	� Dignity Health Mercy General 
Hospital—Sacramento, California

•	 Liberty Hospital—Liberty, Missouri
•	� Norton Healthcare, Norton 

Brownsboro Hospital—Louisville, 
Kentucky

•	� Princeton Baptist Medical Center—
Birmingham, Alabama

•	� St. Mary Medical Center, A member 
of Trinity Health—Langhorne, 
Pennsylvania

•	� The University of Texas MD Anderson 
Cancer Center—Houston, Texas

•	� Unity Hospital—Rochester, New York

CRITICAL ACCESS HOSPITALS
•	� Buena Vista Regional Medical Center 

—Storm Lake, Iowa
•	� Greater Regional Health—Creston, 

Iowa

PHYSICIAN PRACTICES
•	� ENT & Allergy Associates, LLP—

Tarrytown, New York
•	� Graves-Gilbert Clinic—Bowling Green, 

Kentucky
•	� Privia Medical Group—Arlington, 

Virginia
•	� St. Elizabeth Physicians—Erlanger, 

Kentucky
•	� Virginia Eye Institute—Richmond, 

Virginia

During FY20, HFMA 
recognized industry and 
professional leadership 
and insight with the 
Association’s top awards

CMS Administrator Seema Verma 
is the recipient of the 2020 Richard 
L. Clarke Board of Directors Award.
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RECOGNITION (CONT.)

Helen Yerger/L. Vann Seawell Best Article Award

Three articles published in hfm during the 2019-20 fi scal year were selected 
as recipients of the “Helen Yerger/L. Vann Seawell Best Article Award,” which  
recognizes outstanding editorial achievement. Articles are judged on technical 
quality, writing skills and overall contribution to the literature of healthcare 
fi nance professionals. The winners were:

4 goals for bundled payment: How a hospital succeeded 
under BPCI-A (December 2019 hfm)
AUTHORS: Erin Hahn, MPH, Jonathan Pearce, FHFMA, CPA, MBA, Theresa Dreyer, MPH 
and Heather Peiritsch, MSN, RN, NESA-BC 

5 ways hospitals should prepare to access COVID-19 
disaster funding (May 2020 hfm)
AUTHORS: C. Duane Dauner, FACHE, Joel Perlman and Tom Dougherty, FACHE

‘Medicare for All’ isn’t equitable for all hospitals
(February 2020 HFMA online) 
AUTHOR: Glen Kazahaya (awarded posthumously)

CASE STUDY

As a community hospital in Abington, Pennsylvania, Abington Hospital has 
achieved success participating in CMS’s Bundled Payments for Care 
Improvement Advanced (BPCI-A) Model through the understanding that 
certain episode bundles offer greater opportunities for improvements than 
others. The hospital secured a clear clinical and financial rationale for model 
participation, which, along with the target-price opportunities that were 
presented, informed decision-making. Three factors in Abington's ap-
proach to BCPI-A  were instrumental in driving its success under the model:

Thoughtful deliberation, with an awareness of the increased demands on 
organizations under BPCI-A, compared with the original BPCI program, 
to implement effective interventions aimed at decreasing costs and 
improving quality for episodes of care
A clear knowledge of its goals for participation
The capability to assess where the greatest opportunities lie

Case study: Abington Hospital
Abington Hospital is a 655-bed community-based teaching hospital within 
Jefferson Health, a health system serving Philadelphia and the surrounding 
areas of Pennsylvania and New Jersey. The hospital first participated in BPCI 
before embarking on BPCI-A. In April 2015, Abington enrolled in the major 
joint replacement lower extremity (MJRLE) episode, which the hospital 
dropped in 2016 due to a change in the orthopedics group with which it 
worked. Although Abington participated in the MJRLE episode for only one 

4 goals for bundled payment

How a hospital succeeded 
under BPCI-A
An East Coast hospital’s positive experience participating in the 
Bundled Payments for Care Improvement Advanced model reinforces 
why it is imperative for organizations to clearly define their goals for 
participation before moving ahead with the model.

Erin Hahn
Jonathan Pearce
Theresa Dreyer
Heather Peiritsch

EXPERT REVIEWED

AT A GLANCE

Abington Hospital determined that its ability to 
successfully participate in CMS’s Bundled Payments 
for Care Improvement Advanced model would depend 
on the extent to which it could achieve four goals:

Attain clinical transformation where there is a clear 
financial opportunity. 

Extend clinical transformation to places where there 
is limited financial opportunity. 

Build a value-based care infrastructure. 

Develop the capability to analyze data on episode 
performance.

34 DECEMBER 2019 healthcare financial management

year, it still saw success between the baseline and 
when it dropped the episode, including:

A 54% reduction in patients discharged to a 
skilled nursing facility (SNF)
A 26.3% average decrease in SNF length of 
stay (LOS)
A 35.8% decrease in readmissions for 
MJRLE episodes

Although Abington dropped the MJRLE episode, 
it chose to continue in the BCPI model with 
stroke and congestive heart failure (CHF) 
episodes. Through its participation in both BPCI 
and BPCI-A, Abington directed its efforts at 
enhancing the quality of care it delivered by 
increasing patient engagement and improving 
care coordination and care transitions.

The role of nurse navigators
Under BPCI, Abington invested heavily in care 
transformation to improve quality of care and 
established a nurse navigation program, in which 
navigators were charged with:

Furnishing the initial information on the 
program to patients
Collaborating with multidisciplinary inpa-
tient and outpatient teams for a safe and 
effective discharge 
Providing follow-up from 24 hours after 
discharge extending through the 90-day 
episode

The care navigators worked with patients to 
deliver disease and care management, including 
goal setting and teach-back techniques, 
encouraging follow-up and self-monitoring, 
and providing an ongoing link between the 
hospital and SNFs. Navigators also reviewed a 
zone management action plan, where different 
zones are established that indicate disease 
progression and outline the necessary steps a 
patient or caregiver must take in those circum-
stances. Navigators also assisted, as necessary, 
in scheduling appointments, arranging for 
transportation and initiating referrals for 
community services.

Abington’s episode selection process 
When BPCI-A began in 2018, Abington chose to 
remain in CHF and stroke episodes, while also 
pursuing a new episode, sepsis. Abington  chose 
to focus on these episodes because they had 
sufficient volume to be financially stable and 
presented significant opportunities for reducing 
expenditures on post-acute care (PAC). 
High-volume episodes are preferable, because 
increased volume increases the reliability and 
generalizability of the data. (See exhibit below.)

Abington’s decision to participate in the stroke 
episode was based on its previous investment in 
this episode under the original BPCI program, 

ABINGTON HOPSITAL EPISODE VOLUME BY BUNDLES, 2016-19

Episode FY2016 FY2017 FY2018 FY2019

Major joint replacement 
of the lower extremity

307 n/a n/a n/a

Congestive heart failure 219 353 378 393

Stroke 224 263 261 224

Sepsis n/a n/a n/a 393

Source: DataGen/Singletrack analysis of Je�erson Health claims data, 2019.

Why participate in BPCI-A

Hospitals and physician group practices participate in CMS’s Bundled 
Payments for Care Improvement Advanced (BPCI -A) model to meet a 
range of goals. The decision-making process used by Abington Hospital 
around the selection of each episode encompassed four goals considered 
by many hospitals:

Invest in care transformation with the potential for shared savings, 
through the identification of episodes with strong clinical and analytic 
opportunities.

Maintain the success of existing clinical initiatives, even for episodes 
with limited financial opportunities.

Develop value-based care experience in preparation for the potential 
introduction of mandatory models, by building out infrastructure for 
care transitions, data analytics and health IT.

Obtain data in support of other quality-improvement work, such as 
initiatives targeting CMS’s Hospital Readmission Reduction Program.
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As a community hospital in Abington, Pennsylvania, Abington Hospital has 
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areas of Pennsylvania and New Jersey. The hospital first participated in BPCI 
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Bundled Payments for Care Improvement Advanced model reinforces 
why it is imperative for organizations to clearly define their goals for 
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EXPERT REVIEWED

5 ways 
hospitals should 

prepare to access 
COVID-19 disaster funding

Many U.S. hospitals have never faced fi nancial challenges like 
those posed by the COVID-19 pandemic. For example, hundreds 

of hospitals and health systems with less than 60 days of cash 
on hand may be unable to operate for more than a week or two 

without running into di�  culty meeting operating expenses. 

C. DUANE DAUNER, LFACHE 
ddauner@copehealthsolutions.com

JOEL PERLMAN
jperlman@copehealthsolutions.com

TOM DOUGHERTY, FACHE
tdougherty@copehealthsolutions.com

G iven the grave challenge the COVID-19 pandemic poses for the nation’s 
hospitals, it is critical that they take full advantage of every aspect 
of relief provided by the U.S. government, which includes billions of 
dollars in funding to healthcare organizations to help them deal with 
the profound fi nancial impact of the crisis.a However there is a limited 

window of time for hospitals and health systems to access this funding to provide relief 
from the fi nancial impact of the coronavirus. 

PROJECTED FINANCIAL IMPACT OF CORONAVIRUS ON HOSPITALS
The COVID-19 crisis is driving up hospitals’ labor costs because of overtime, contract/
registry workers, additional sick-time, quarantines and increased paid time o�  (PTO). 
The problem is exacerbated for many hospital sta�  members as schools remain closed 

a. At the time this article went to press, U.S. hospitals and health systems were projected to experience a 
substantial negative fi nancial impact from COVID-19. See, for example, Mulvany, C., “COVID-19 outbreak 
will negatively impact U.S. hospital fi nances,” HFMA Blog, March 16, 2020.
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and children must stay home. Quarantine 
impositions are taking a toll rarely experienced 
in modern times. Supply shortages are causing 
price increases of 400% and more. The surge in 
demand, use of just-in-time strategies, lack of 
inventory and dependence on foreign suppliers 
all have played a role in the increased cost. There 
also may be an element of price gouging, but it 
is di�cult to know which party is responsible, 
whether it originates with the suppliers of raw 
materials, the manufacturers or distributors. 
Supply and demand forces typically influence 
prices by less than 200%.   

On the revenue side, hospital activities in 
higher-margin elective and ambulatory services 
are declining, with hard-to-discharge patients, 
such as homeless patients, staying in beds for 
extended periods with no additional payment. 
Hospitals also face a less favorable payer mix. 
Many COVID-19 patients are older and insured 
by Medicare or Medicaid, and payment rates 
are proportionately lower for these patients. 
Moreover, while the crisis continues, hospitals 
will see a significant drop in their volume of 
commercially insured patients under age 65, 
who normally provide higher margins.

Increased costs and lower revenues will 
contribute to cash flow declines. Although some 
expenses connected to elective procedures 
will not be incurred, fixed costs will continue. 
Hospital earnings will deteriorate. 

Publicly traded health system shares have 
plummeted as investors react to the COVID-19 
pandemic. As a result, ratings agencies have 

shifted the outlook downward for not-for-profit 
hospitals.b

HOW HOSPITALS SHOULD RESPOND
The response of U.S. hospitals and health sys-
tems to the COVID-19 crisis should include the 
following steps.

1 Seek regulatory relief. To expedite hos-
pitals’ e�ective response to the disaster, 

hospitals and their advocates should collaborate 
with their states to obtain executive orders, 
emergency legislation or other changes at the 
federal level aimed at relaxing or suspending 
regulatory requirements. Government agencies 
require such measures because they look to laws 
and regulations for guidance. Agencies must 
follow the law; only actions by the legislatures or 
executive orders can relax or suspend regula-
tory requirements. In some instances, inflex-
ibility around regulatory requirements could 
impair hospitals’ ability to meet the pandemic’s 
unique challenges. Input from hospital industry 
leaders and healthcare experts will be of utmost 
importance to identify required changes while 
ensuring appropriate safeguards and quality.

2 Ensure costs and revenue losses are 
accurately documented. Hospital finance 

departments should work with all departments 
to document any increased costs and loss of 
revenues attributed to the pandemic. In many 

b.  Reed, T., “Moody’s, Fitch shift financial outlook 
to negative for nonprofit hospitals,” special report, 
FierceHealthcare, March 20, 2020.

$100 
billion

 EXPERT REVIEWED 

A long-term pandemic presents 
unparalleled challenges that 
do not exist in disasters with 
limited localities. 

Funding 
allocated to 
U.S. hospitals 
to help them 
cover the costs 
of COVID-19 
cases.

To learn how to 
apply for CARES Act 
funding, visit 
hhs.gov/provider-relief.
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will not be incurred, fixed costs will continue. 
Hospital earnings will deteriorate. 

Publicly traded health system shares have 
plummeted as investors react to the COVID-19 
pandemic. As a result, ratings agencies have 

$100 $100 
billion
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A long-term pandemic presents 

To learn how to 
apply for CARES Act 
funding, visit 
hhs.gov/provider-reliefhhs.gov/provider-relief.
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5 ways 
hospitals should 

prepare to access 
COVID-19 disaster funding

Many U.S. hospitals have never faced fi nancial challenges like 
those posed by the COVID-19 pandemic. For example, hundreds 

of hospitals and health systems with less than 60 days of cash 
on hand may be unable to operate for more than a week or two 

without running into di�  culty meeting operating expenses. 

iven the grave challenge the COVID-19 pandemic poses for the nation’s 
hospitals, it is critical that they take full advantage of every aspect 
of relief provided by the U.S. government, which includes billions of 
dollars in funding to healthcare organizations to help them deal with 

 However there is a limited 
window of time for hospitals and health systems to access this funding to provide relief 

PROJECTED FINANCIAL IMPACT OF CORONAVIRUS ON HOSPITALS
The COVID-19 crisis is driving up hospitals’ labor costs because of overtime, contract/The COVID-19 crisis is driving up hospitals’ labor costs because of overtime, contract/
registry workers, additional sick-time, quarantines and increased paid time o�  (PTO). 
The problem is exacerbated for many hospital sta�  members as schools remain closed 

At the time this article went to press, U.S. hospitals and health systems were projected to experience a 
substantial negative fi nancial impact from COVID-19. See, for example, Mulvany, C., “COVID-19 outbreak 
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H ospital payment systems 
involve some of the most 
complex formulas in any 
industry. Their diverse payment 
methodologies — involving 

factors such as Medicare severity-adjusted 
DRGs (MS-DRGs), all-patients refined DRGs 
(APR DRGs), per diem payments, per case 
payments and outlier thresholds — use complex 
algorithms to determine how much a hospital 
will be paid for each inpatient stay. Yet proposed 
reforms, including the concepts of Medicare 
for All, raise the possibility that all payers, 
including commercial insurers, could be paid 
based on Medicare payment rates. If such an 
approach were adopted, the consequences could 
be devastating for hospitals with high outlier 
percentages.

With such a possibility on the horizon, hospi-
tals will be challenged to create a new approach 
for measuring change and to formulate new 
outlier-excluded metrics that can help quantify 
how payments will be inequitably changed. A 
starting point for developing such a new baseline 
is the Medicare FOCUS model described in the 
article “Transitioning to a New Medicare-
Based Benchmarking Paradigm for Commercial 
Payment.” a

a.  Kazahaya, G., “Transitioning to a new Medicare-based 
benchmarking paradigm for commercial payment, hfm, 
October 2018.

The modified Medicare benchmarking system 
(MMBS) provides a tool for analyzing how 
all current hospital contract payments (e.g., 
Medicare, Medicaid and commercial) would 
be a�ected if payment were at 100% of the 
Medicare-based payment system. It is beyond 
the scope of this article to review the details of 
this system, except to say that it enables a hospi-
tal to more accurately compare its performance 
with that of other hospitals for like DRGs, in new 
categories, with and without outliers. The sys-
tem also is particularly useful for hospitals with 
higher-cost quaternary and tertiary services, 
such as major academic medical centers (AMCs), 
because it enables them to more clearly under-
stand their costs are substantially higher than 
lower-acuity hospitals. (Readers are referred to 
the previous article for details on how and why 
benchmarks are modified under the MMBS.)

The purpose here is to focus on the system’s 
usefulness in enabling hospitals to account for 
outliers. Such a system would be essential under 
a Medicare-for-All payment system to allow for 
fair benchmarking comparisons between larger 
hospitals with high percentages of outliers and 
smaller hospitals with much lower percentages 
of outliers. ABC Hospital, referenced below, 
was created as a working example based on the 
experience of a California hospital to clarify the 
impact of outliers.

“Medicare for All” isn’t 
equitable for all hospitals

Any payment system advanced under the heading of “Medicare for All,” 
where 100% of payments are based on Medicare rates, could severely 
disadvantage major academic medical centers and other tertiary 
hospitals that provide most Medicare outlier cases.

GLEN KAZAHAYA
glen@hospitalfocus.org
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HOSPITALS LOSE WITH OUTLIERS 
BECAUSE MEDICARE PAYS ONLY 80% 
OF “ALLOWABLE” AUDITED COSTS
A common myth is if a hospital has more 
Medicare outliers, it has a higher case mix index 
(CMI), and therefore gets paid more. However, 
the CMI for outliers and non-outliers is the 
same for all DRGs. Under the complex formula, 
Medicare pays only an incremental outlier 
amount (i.e., 80% of Medicare allowable audited 
costs) for each DRG, which is significantly lower 
than its actual incurred costs. This payment 
methodology means Medicare outliers invariably 
lose money on outliers. 

The chart below illustrates what the impact 
on ABC Hospital’s payments would be if all inpa-
tients were paid at Medicare’s rates, including its 
outlier payment methodology. The exhibit shows 
outliers constituted only 3.4% of all discharges 
over a one-year period, yet they consumed 17.5% 
of the hospital’s patient days and 17.7% of its 
total costs. Outliers consumed 427% higher costs 
than non-outliers.

The chart on page 3 is for ABC Hospital, which 
is a large tertiary hospital (not an academic 
medical center), with a high volume of OB, NICU, 

cardiac and musculoskeletal DRGs and surgical 
cases. It shows:
• Outlier discharges were 4.1% of total dis-

charges for the benchmark DRG category and 
consumed a disproportionate share of total 
costs and total days (about 18% in each case).

• Outlier discharges for the modified major 
diagnostic category (MDC) 15: Other neo-
nates with conditions originating in perinatal 
period (categorized as a non-benchmark item 
in the MMBS because it involves neonatal 
intensive care unit [NICU] services, which 
are paid by commercial health plans on a per 
diem rate, and not on a Medicare MS-DRG 
basis), were 10.2% of total discharges, but 
consumed 50.3% of total NICU costs and 50.5% 
of total NICU days.

• All other non-benchmark outlier discharges 
were less than 0.1% of all total discharges in 
this category. 

• Total non-benchmark and non-outlier DRGs 
represented 96.6% of all discharges but only 
82.3% of total costs.

BENCHMARKING CONCLUSIONS
Because of the disproportionate share of costs 
consumed for outliers compared with normal 

Impact on ABC Hospital's payments if all inpatients 
were paid at Medicare’s rate

Outliers consume a disproportionate share 
of hospital days and costs

Outlier 
percentage of 

total discharges

Outlier 
percentage of 

total cost

Outlier 
percentage of 

total days

Benchmark DRGs 4.1% 18.0% 17.7%
Non-benchmark modified major diagnostic category (MDC) 15: Other 
neonates with conditions originating in perinatal period* 10.2% 50.3% 50.5%

All other non-benchmark DRGs (deliveries)† 0.1% 0.3% 0.3%
Total benchmark outlier DRG utilization 3.4% 17.7% 17.5%
Total non-benchmark and non-outlier DRG utilization 96.6% 82.3% 82.5%

*This MDC is modified under the new Medicare FOCUS benchmarking system. The original CMS description is: Newborns and other neonates with conditions 
originating in perinatal period
† DRGs that were reclassified from MDC 15 to MDC 14A under the new benchmark system

Source: Glen Kazahaya, 2019.
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medical center), with a high volume of OB, NICU, 
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Benchmark DRGs
Non-benchmark modified major diagnostic category (MDC) 15: Other 
neonates with conditions originating in perinatal period*
All other non-benchmark DRGs (deliveries)†All other non-benchmark DRGs (deliveries)†
Total benchmark outlier DRG utilization
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*This MDC is modified under the new Medicare FOCUS benchmarking system. The original CMS description is: Newborns and other neonates with conditions 
originating in perinatal period
† DRGs that were reclassified from MDC 15 to MDC 14A under the new benchmark system

H
factors such as Medicare severity-adjusted 
DRGs (MS-DRGs), all-patients refined DRGs 
(APR DRGs), per diem payments, per case 
payments and outlier thresholds — use complex 
algorithms to determine how much a hospital 
will be paid for each inpatient stay. Yet proposed 
reforms, including the concepts of Medicare 
for All, raise the possibility that all payers, 
including commercial insurers, could be paid 
based on Medicare payment rates. If such an 
approach were adopted, the consequences could 
be devastating for hospitals with high outlier 
percentages.

tals will be challenged to create a new approach 
for measuring change and to formulate new 
outlier-excluded metrics that can help quantify 
how payments will be inequitably changed. A 
starting point for developing such a new baseline 
is the Medicare FOCUS model described in the 
article “Transitioning to a New Medicare-
Based Benchmarking Paradigm for Commercial 
Payment.” 

a. 
benchmarking paradigm for commercial payment, hfm, 
October 2018.

“Medicare for All” isn’t 
equitable for all hospitals

Any payment system advanced under the heading of “Medicare for All,” 
where 100% of payments are based on Medicare rates, could severely 
disadvantage major academic medical centers and other tertiary 
hospitals that provide most Medicare outlier cases.
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The modified Medicare benchmarking system 
(MMBS) provides a tool for analyzing how 
all current hospital contract payments (e.g., 
Medicare, Medicaid and commercial) would 
be a�ected if payment were at 100% of the 
Medicare-based payment system. It is beyond 
the scope of this article to review the details of 
this system, except to say that it enables a hospi-
tal to more accurately compare its performance 
with that of other hospitals for like DRGs, in new 
categories, with and without outliers. The sys-
tem also is particularly useful for hospitals with 
higher-cost quaternary and tertiary services, 
such as major academic medical centers (AMCs), 
because it enables them to more clearly under-
stand their costs are substantially higher than 
lower-acuity hospitals. (Readers are referred to 
the previous article for details on how and why 
benchmarks are modified under the MMBS.)

The purpose here is to focus on the system’s 
usefulness in enabling hospitals to account for 
outliers. Such a system would be essential under 
a Medicare-for-All payment system to allow for 
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of outliers. ABC Hospital, referenced below, 
was created as a working example based on the 
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RECOGNITION (CONT.)

While the “Robert M. Shelton Award for Sustained Chapter 
Excellence” and the “Frederick C. Morgan Individual Achievement 
Award” were not presented due to the changes and challenges  
faced this year, HFMA chapters received the following awards  
for outstanding performance in 2019-2020.

HFMA Chapter Awards

Awards of Excellence for Education Quality

PLATINUM AWARD OF EXCELLENCE 
FOR EDUCATION QUALITY
•	����� Metropolitan Philadelphia 

Northeast Ohio

GOLD AWARD OF EXCELLENCE FOR 
EDUCATION QUALITY
•	� Georgia
•	� Hawaii
•	� Nebraska
•	� Northeastern New York
•	� Northwest Ohio
•	� Utah
•	� West Virginia
•	� Wyoming

SILVER AWARD OF EXCELLENCE FOR 
EDUCATION QUALITY
•	� Arizona
•	 Arkansas
•	 Colorado
•	 Florida
•	 Hudson Valley New York
•	 Idaho
•	 Maryland
•	 Metropolitan New York
•	 Montana
•	 Nevada
•	 New Jersey
•	 New Mexico
•	 North Carolina
•	 Northern California
•	 Oklahoma
•	 Oregon
•	 Puerto Rico
•	 San Diego-Imperial
•	 Southern California
•	 Western New York
•	 Western Pennsylvania   

BRONZE AWARD OF EXCELLENCE FOR 
EDUCATION QUALITY
•	 Central New York
•	 Lone Star
•	 Louisiana
•	 Massachusetts-Rhode Island
•	 Mississippi
•	 South Carolina
•	 South Texas
•	 Tennessee
•	 Washington-Alaska

AWARD OF EXCELLENCE FOR 
EDUCATION QUALITY—REGION
•	� Region 5
•	� Region 10
•	� Region 11
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RECOGNITION (CONT.)

HFMA Chapter Awards

Awards of Excellence for Membership Value

•	����� Alabama
•	����� Hawaii
•	����� Iowa
•	����� Louisiana
•	����� Maine
•	����� Metropolitan Philadelphia

•	����� Mississippi
•	����� New Hampshire-Vermont
•	����� New Jersey
•	����� North Dakota
•	����� Northeast Ohio
•	����� Rochester Regional

•	����� San Diego-Imperial
•	����� South Dakota
•	����� South Texas
•	����� Wyoming

Awards of Excellence for Certification

PLATINUM AWARDS
•	����� Arkansas
•	����� Central Pennsylvania
•	����� Hudson Valley New York
•	����� Iowa
•	����� Louisiana
•	����� Maine
•	����� Mississippi
•	����� Nebraska
•	����� New Hampshire-Vermont
•	����� Northeastern Pennsylvania
•	����� San Diego-Imperial
•	����� South Carolina
•	����� South Dakota
•	����� South Texas
•	����� Texas Gulf Coast
•	����� Virginia-Washington DC
•	����� Wyoming

GOLD AWARDS
•	� Alabama
•	� Arizona
•	� Central New York
•	� Colorado
•	� First Illinois
•	� Florida
•	� Georgia
•	� Great Lakes
•	� Indiana Pressler Memorial
•	� Kentucky
•	� Nevada
•	� New Mexico
•	� North Carolina
•	� North Dakota
•	� Northern California
•	� Northwest Ohio
•	� Oklahoma
•	� Southern Illinois
•	� Southwestern Ohio
•	� Tennessee
•	� Western Michigan
•	� Western New York
•	� Western Pennsylvania
•	� Wisconsin

SILVER AWARDS
•	� Idaho
•	 Lone Star
•	 Maryland
•	 Montana
•	 Rochester Regional
•	 Utah
•	 Washington-Alaska
•	 West Virginia

BRONZE AWARDS
•	 Connecticut
•	 Massachusetts-Rhode Island
•	 Metropolitan New York
•	 Metropolitan Philadelphia
•	 Minnesota
•	 New Jersey
•	 Northeast Ohio
•	 Southern California

AWARDS OF EXCELLENCE FOR 
CERTIFICATION—REGION
•	� Region 1
•	� Region 2
•	� Region 3
•	� Region 4
•	� Region 5
•	� Region 6
•	� Region 7
•	� Region 8
•	� Region 9
•	� Region 10
•	� Region 11
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HFMA Chapter Awards

Awards of Excellence for Membership Growth 

All 66 chapters achieved this goal.

Helen M. Yerger Special Recognition Awards

MULTICHAPTER YERGER  
AWARD FOR IMPROVEMENT
•	 Central New York/Hudson Valley 

New York/Metropolitan New York/
Northeastern New York/Puerto Rico/
Rochester Regional/Western New 
York (2)

•	 Arizona/Colorado/Idaho/Montana/
New Mexico/Utah/Wyoming/
Georgia

•	 Eastern Michigan/Great Lakes/
Western Michigan

•	 Oklahoma/Arkansas/Lone Star/
Louisiana/Mississippi/South Texas/
Texas Gulf Coast

•	 Washington-Alaska /Oregon/
Northeastern Pennsylvania

MULTICHAPTER YERGER  
AWARD FOR COLLABORATION
•	 Northern California/Arizona/

Colorado/Hawaii/Idaho/Nevada/
New Mexico/Oregon/San Diego-
Imperial/Southern California/Utah/
Washington-Alaska/Montana/
Wyoming

MULTICHAPTER YERGER  
AWARD FOR INNOVATION
•	 Virginia DC/Maryland/West Virginia

•	 Northeast Ohio/Western 
Pennsylvania

•	 Greater Heartland/Iowa/Minnesota/
North Dakota/South Dakota/
Sunflower (Kansas)/Nebraska

•	 Idaho/Oregon

•	 Northern California Chapter/Hawaii

•	 Northern California/Arizona/
Colorado/Hawaii/Idaho/Nevada/
New Mexico/Oregon/San Diego-
Imperial/Southern California/Utah/
Washington-Alaska/Montana/
Wyoming

•	 Oregon/Washington-Alaska

•	 San Diego Imperial/Hawaii/Nevada/
Northern California/Oregon/Southern 
California/Washington-Alaska

MULTICHAPTER YERGER  
AWARD FOR EDUCATION
•	 Central New York/Hudson Valley 

New York/Metropolitan New York/
Northeastern New York/Puerto Rico/
Rochester Regional/Western New York

•	 Indiana Pressler Memorial/Kentucky/
Central Ohio/Southwestern Ohio

•	 South Carolina/Alabama/Florida/
Georgia/Tennessee

MULTICHAPTER YERGER AWARD FOR 
MEMBER COMMUNICATIONS
•	 Northeastern Pennsylvania/Central 

Pennsylvania

MULTICHAPTER YERGER AWARD FOR 
MEMBER SERVICES
•	 Georgia/Alabama/South Carolina/

Tennessee/Florida (2)
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RECOGNITION (CONT.)

HFMA Chapter Awards

Helen M. Yerger Special Recognition Awards (cont.)

INDIVIDUAL CHAPTER YERGER 
AWARD FOR IMPROVEMENT

Region 1:
Massachusetts-Rhode Island

Region 2:
Hudson Valley New York
Northeastern New York

Region 3: 
Metropolitan Philadelphia (3)
New Jersey

Region 4:
Kentucky
North Carolina
Virginia-Washington DC
West Virginia (4)

Region 5:
Alabama (2)
Georgia

Region 7:
First Illinois (2)
Indiana Pressler Memorial
McMahon Illini (2)

Region 8:
Iowa (2)
Minnesota
Nebraska
South Dakota

Region 9:
Louisiana (2)
Mississippi
Oklahoma

Region 10:
Arizona (3)
Colorado (2)
Montana (2)

Region 11:
Hawaii (2)
Nevada
Northern California (2)
Oregon
San Diego-Imperial (2)
Washington-Alaska

INDIVIDUAL CHAPTER YERGER 
AWARD FOR COLLABORATION

Region 2:
Metropolitan New York
Northeastern New York

Region 4:
Maryland
North Carolina
Virginia-Washington DC

Region 8:
Iowa
Nebraska
South Dakota
Sunflower (Kansas)

Region 9:
Lone Star
Oklahoma

Region 10:
Montana

Region 11:
Hawaii
Nevada
Oregon

INDIVIDUAL CHAPTER YERGER 
AWARD FOR INNOVATION

Region 2:
Metropolitan New York
Northeastern New York
Rochester Regional

Region 3: 
Metropolitan Philadelphia

Region 4:
Virginia-Washington DC

Region 5:
Florida (2)
Georgia
Tennessee

Region 6: 
Central Ohio
Eastern Michigan
Western Michigan (2)

Region 7:
First Illinois

Region 8:
Greater Heartland
Nebraska
North Dakota

Region 9:
Arkansas
Lone Star

Region 10:
Arizona
Colorado

Region 11:
Northern California
San Diego-Imperial
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HFMA Chapter Awards

Helen M. Yerger Special Recognition Awards (cont.)

INDIVIDUAL CHAPTER YERGER 
AWARD FOR EDUCATION

Region 2:
Hudson Valley New York

Region 5: 
Florida
Tennessee

Region 6: 
Western Michigan

Region 7:
McMahon Illini

Region 8:
Iowa

Region 9: 
Arkansas
Oklahoma

Region 10: 
Montana

INDIVIDUAL CHAPTER 
YERGER AWARD FOR MEMBER 
COMMUNICATION

Region 4:
Virginia-Washington DC

Region 5: 
Georgia (2)

Region 6: 
Central Ohio

Region 8: 
Minnesota

Region 9:
Oklahoma

Region 11: 
Hawaii
Oregon

INDIVIDUAL CHAPTER YERGER 
AWARD FOR MEMBER SERVICES

Region 1:
Massachusetts-Rhode Island

Region 2: 
Hudson Valley New York
Metropolitan New York
Northeastern New York

Region 3: 
New Jersey (2)

Region 4: 
North Carolina

Region 5: 
Florida
Tennessee

Region 7: 
First Illinois

Region 8: 
Minnesota

Region 9: 
Lone Star

Region 11: 
Nevada

INDIVIDUAL CHAPTER YERGER 
AWARD FOR MEMBERSHIP 
RECRUITMENT AND RETENTION

Region 1: 
Massachusetts-Rhode Island

Region 2: 
Rochester Regional 

Region 3: 
Central Pennsylvania
New Jersey

Region 4: 
Kentucky
Maryland (2)

Region 8: 
Minnesota
Nebraska

Region 9: 
Lone Star

Region 11: 
Oregon
Washington-Alaska
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PERSPECTIVE

HFMA’s 2019-20 fi scal year was characterized by growth and challenges, 
both expected and unexpected. 

Our all-access membership model and our organizational membership option 
contributed to a membership growth of nearly 28%. Additionally, the newly 
reimagined digital experience at hfma.org, which went live in June 2019, has been 
an ideal online platform for member engagement. In 2019, who would have known 
how important this platform would become in this pandemic year of 2020? As it 
turns out, the timing was perfect.

Here’s the challenge we expected: We knew that our membership and digital 
experience initiatives were essentially a springboard for success, not endpoints in 
themselves. With that solid foundation fi rmly in place, HFMA spent the early part 
of FY20 positioning itself for further growth and a return to profi tability. 

The challenge we didn’t expect, of course, was the COVID-19 pandemic. As 
refl ected in the attached audited fi nancial statements, HFMA did not achieve 
a return to profi tability in FY20. But the Association’s achievements are no less 
tangible. I’m proud of the way HFMA pivoted to virtual educational programming 
and the work our teams did to mitigate the fi nancial losses associated with this 
shift. I’m heartened to witness the signifi cant increase in our members’ online 
engagement during the pandemic months of FY20, through our peer-to-peer 
community and virtual education and certifi cation programs. And I’m grateful 
that HFMA has been well equipped to serve as a source of support for our nation’s 
healthcare fi nance leaders as they navigate through this uncharted territory.

As I write this in October 2020, the pandemic continues. Economic and political 
uncertainty is surging as well. However, I am confi dent that the core membership 
value delivered by HFMA is stronger than ever. It has been fortifi ed by the adaptive 
response of both our members and our Association team to the challenges this 
year has brought. We rely on your continued engagement. And we are committed 
to remaining a source of professional support and stability for you during 
uncertain times. Thank you for your ongoing support of HFMA.

Joe Fifer
President and CEO

JOSEPH J. FIFER, FHFMA, CPA
President and CEO

A note from HFMA’s 
President and CEO
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REPORT OF MANAGEMENT

The management of Healthcare Financial Management Association (HFMA) is responsible for the integrity and objectivity 
of the fi nancial statements of HFMA and all of its affi  liates. The annual fi nancial statements have been prepared in 
conformity with accounting principles generally accepted in the United States of America, and include amounts that 
are based on our best judgments with due consideration given to materiality. 

Management is responsible for establishing and maintaining a system of internal controls over fi nancial reporting and 
safeguarding assets against unauthorized acquisition, use or disposition. This system is designed to provide reasonable 
assurance as to the integrity and reliability of fi nancial reporting and safeguarding of assets. The concept of reasonable 
assurance is based on the recognition that there are inherent limitations in all systems of internal controls, and that the cost 
of such systems should not exceed the benefi ts to be derived from them. 

Management believes that the foundation of an appropriate system of internal controls is a strong ethical company culture 
and climate. It has always been the policy and practice of HFMA to conduct its aff airs in a highly ethical manner. This 
responsibility is characterized and refl ected in HFMA’s Code of Ethics that is distributed throughout HFMA and its affi  liates. 

The Audit and Finance Committee of the Board of Directors, which is composed of seven directors, six of which are 
independent directors who are not employees, meets periodically with management and the independent auditors to review 
the manner in which these groups are performing their responsibilities and to carry out the Audit and Finance committee’s 
oversight role with respect to auditing, internal controls and fi nancial reporting matters. The independent auditors 
periodically meet privately with the Audit and Finance Committee and have access to its individual members. 

HFMA engaged RSM US LLP, independent auditors, to audit its fi nancial statements in accordance with auditing standards 
generally accepted in the United States of America. Their report follows.

Joseph J. Fifer, FHFMA, CPA   Joyce Zimowski, FHFMA, CPA
President and CEO Senior Vice President and CFO
Joseph J. Fifer, FHFMA, CPA   Joyce Zimowski, FHFMA, CPA
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors 
Healthcare Financial Management Association 

REPORT ON THE FINANCIAL STATEMENTS
We have audited the accompanying consolidated financial statements of Healthcare Financial Management Association and Affiliates 
(the Association) which comprise the consolidated statements of financial position as of May 31, 2020 and 2019, the related consolidated 
statements of activities and cash flows for the years then ended and the related notes to the consolidated financial statements 
(collectively, the financial statements).

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting 
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error.

AUDITOR’S RESPONSIBILITY
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance 
with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The 
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

OPINION
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Healthcare 
Financial Management Association and Affiliates as of May 31, 2020 and 2019, and the changes in their net assets and their cash flows for 
the years then ended in accordance with accounting principles generally accepted in the United States of America.

OTHER MATTER
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The consolidating information is 
presented for purposes of additional analysis rather than to present the financial position and changes in net assets of the individual 
entities and is not a required part of the financial statements. Such information is the responsibility of management, was derived from, 
and relates directly to the underlying accounting and other records used to prepare the financial statements. The consolidating 
information has been subjected to the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting and other records used to 
prepare the financial statements or to the financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in all material respects in 
relation to the financial statements as a whole.

RSM US LLP 
Chicago, Illinois 
September 2, 2020
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

May 31, 2020 and 2019

2 0 2 0 2 0 1 9

ASSETS
Current assets:
Cash and cash equivalents $    4,834,404  $      7,055,574
Accounts receivable, less allowances for doubtful accounts of  

$790,239 in 2020; $458,848 in 2019 2,412,725 2,518,679

Prepaid expenses and other assets 696,292 1,283,973

Total current assets 7,943,421 10,858,226

Investments 28,806,856 30,078,337

Investments held for deferred compensation 1,366,455 1,351,459

Furniture, equipment and software, net 1,603,628 2,016,182
Chapter-restricted funds 72,736 72,270

Total assets $   39,793,096 $    44,376,474

  LIABILITIES AND NET ASSETS
Current liabilities:

Accounts payable and accrued expenses $    4,169,566  $    3,268,078
Deferred membership dues, net of related chapter rebates of  

$293,275 in 2020; $417,810 in 2019 7,117,557 7,216,663

Deferred registration, subscription and other revenue 5,220,101 9,724,482

Total current liabilities 16,507,224 20,209,223

Deferred lease obligation 278,430 380,402
Deferred compensation liability 1,366,455 1,351,459

Total liabilities 18,152,109 21,941,084

Net assets without donor restrictions 21,535,843 22,331,711

Board designated funds 105,144 103,679

Total net assets without donor restrictions 21,640,987 22,435,390

Total liabilities and net assets 39,793,096  $    44,376,474

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF ACTIVITIES

Years Ended May 31, 2020 and 2019

2 0 2 0 2 0 1 9

REVENUE:
Membership dues $ 10,529,794  $      9,303,175
hfm magazine 2,213,572 2,860,330
Annual Conference registrations, exhibits and fees 5,208,257 5,106,898
Sponsorship 3,366,881 3,737,491
Benchmarking and metrics 1,915,291 1,962,432
Peer review 1,349,602 1,385,589
Education 110,760 312,119
Miscellaneous 518,016 247,499
Contributions 2,945  –

Total revenue 25,215,118  $  24,915,533

EXPENSES:
Personnel and commissions 16,133,278 16,043,444
Professional services 3,275,732 1,349,852
Marketing 1,837,775 1,969,205
Travel and entertainment 1,978,242 3,182,633
Hotel and meeting costs 568,692 703,706
Information technology and equipment 1,520,989 1,662,681
Administrative and other 1,324,470 1,274,277
Occupancy 674,587 676,946
Taxes benefit (76,745) (52,737)
Depreciation and amortization 466,998 311,597

Total expenses 27,704,018 27,121,604

Operating loss before membership model and website redesign expenses (2,488,900) (2,206,071)
Membership model and website redesign expenses – 2,901,558

Operating loss after membership model and website redesign expenses (2,488,900) (5,107,629)

Net investment return 1,694,497 452,833

Change in net assets (794,403) (4,654,796)
Net assets without donor restrictions, beginning of year 22,435,390 27,090,186

Net assets without donor restrictions, end of year 21,640,987 $ 22,435,390

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended May 31, 2020 and 2019

2 0 2 0 2 0 1 9

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets (794,403) $  (4,654,796)
Adjustments to reconcile change in net assets to net cash
     used in operating activities:

Depreciation and amortization 466,998 311,597
Provision for doubtful accounts 331,391 (104,270)
Decrease in deferred lease obligation (101,972) (84,867)
Net realized and unrealized (gain) loss on investments (720,791) 704,117
Changes in assets and liabilities:

Accounts receivable (225,437) 76,322
Prepaid expenses and other assets 587,681 349,618
Accounts payable and accrued expenses 901,488 288,068
Deferred dues and other revenue (4,603,487) 2,277,005
Deferred compensation liability 14,996 (49,212)

Net cash used in operating activities (4,143,536) (886,418)

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of furniture, equipment and software (54,444) (1,027,757)
Proceeds from disposal of furniture, equipment and software — 91,205
Proceeds from sale of investments 8,273,128 8,090,477
Purchase of investments (6,280,856) (9,231,548)
Proceeds from sale of investments held for deferred compensation 320,944 305,528
Purchase of investments held for deferred compensation (335,940) (256,316)

Net cash provided by (used in) investing activities 1,922,832 (2,028,411)

Decrease in cash and cash equivalents and
chapter-restricted funds (2,220,704) (2,914,829)

CASH AND CASH EQUIVALENTS AND CHAPTER-RESTRICTED FUNDS:
Beginning (2019 restated) 7,127,844 10,042,673

Ending 4,907,140 7,127,844

RECONCILIATION OF CASH AND CASH EQUIVALENTS  
AND CHAPTER-RESTRICTED FUNDS:

Cash and cash equivalents 4,834,404 7,055,574

Chapter-restricted funds 72,736 72,270

Cash and cash equivalents and chapter-restricted funds 4,907,140 7,127,844

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash (refunded) paid for taxes — $    (615,873)

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Nature of Organization and Significant Accounting Policies

Healthcare Financial Management Association (HFMA) is an 
association of healthcare financial management professionals with 
approximately 58,000 members. HFMA’s operations include 
membership activities, publications, meetings and benchmarking 
and metrics. Operating support is derived primarily from 
membership dues, publications, meetings and benchmarking and 
metrics. HFMA is affiliated with Healthcare Financial Management 
Association Educational Foundation (the Foundation), a not-for-
profit entity, through common membership of their respective 
Boards of Directors and shared senior management. The 
Foundation provides cost-effective and accessible ways for 
healthcare financial management professionals to increase their 
professional knowledge through educational programs. Support for 
the Foundation is derived primarily from the annual conference, 
other face-to-face educational events, and investment income. 
HFMA Learning Solutions, Inc. (LSI), a wholly owned subsidiary of 
HFMA, is a for-profit corporation, which provides information on 
healthcare issues.

A summary of significant accounting policies follows.

PRINCIPLES OF CONSOLIDATION: The consolidated financial 
statements include the accounts and operations of HFMA, the 
Foundation, and LSI (collectively, the Association). Intercompany 
accounts and transactions are eliminated upon consolidation.

BASIS OF PRESENTATION: The consolidated financial statements 
have been prepared in accordance with accounting principles 
applicable to nonprofit organizations. For financial reporting 
purposes, the Association classifies its financial position and 
activities according to the following net asset classifications:

Net assets without donor restrictions: Net assets that are not 
subject to donor-imposed restrictions are reported as net assets 
without donor restrictions. Contributions are considered to be 
without donor restrictions and available for general use unless 
specifically restricted by the donor.

Net assets with donor restrictions: Net assets that are subject to 
donor-imposed restrictions are reported as net assets with donor 
restrictions. All of the Association’s net assets as of both May 31, 
2020 and 2019 are considered to be without donor restrictions. 
Board designated funds are to be utilized at the Board’s discretion 
to honor and recognize past volunteer leaders.

ACCOUNTING POLICIES: The Association follows accounting 
standards established by the Financial Accounting Standards 
Board (FASB) to ensure consistent reporting of financial condition, 
results of activities and cash flows. References to generally 
accepted accounting principles in these disclosures are to the 
FASB Accounting Standards Codification, sometimes referred to as 
the Codification or ASC.

USE OF ESTIMATES: The preparation of consolidated financial 
statements requires management to make estimates and 
assumptions that affect the amounts reported in the consolidated 
financial statements and accompanying notes. Actual results 

could differ from those estimates.

CASH AND CASH EQUIVALENTS: Cash equivalents include highly 
liquid investments with an original maturity of three months or 
less when purchased. The Association maintains its cash balances 
in bank and money market accounts, which may exceed federally 
insured limits from time-to-time. The Association has not 
experienced any losses in such accounts and management 
believes the Association is not exposed to any significant credit 
risk related to cash.

ACCOUNTS RECEIVABLE: Accounts receivable are carried at 
original invoice amount less an estimate made for doubtful 
accounts based on a review of all outstanding amounts on a 
periodic basis. Management determines the allowance for 
doubtful accounts by identifying troubled accounts and by using 
historical experience applied to an aging of accounts. Accounts 
receivable are written off when deemed uncollectible. Recoveries 
of accounts receivable previously written off are recorded when 
received.

INVESTMENTS: Investments held by the Association are stated at 
fair value based on quoted market prices. Interest and dividends, 
as well as realized and unrealized gains and losses on investments, 
are included in the consolidated statements of activities and 
reported as net investment return. Net investment return is 
presented net of any related investment fees.

The Association invests in equity, fixed income, convertible securities 
and absolute return funds. These investments are exposed to various 
risks, such as interest rate, market and credit risks. Because of these 
risks, it is possible that changes in the fair value of investments may 
occur and that such changes could materially affect the Association’s 
consolidated financial statements.

FURNITURE, EQUIPMENT AND SOFTWARE: Furniture, equipment 
and software are stated at cost. Depreciation is computed using 
the straight-line method over the estimated useful lives of the 
depreciable furniture and equipment.

Amortization of leasehold improvements is computed on a straight-
line basis over the shorter of the estimated useful life of the 
improvement or the term of the lease.

Software development costs incurred subsequent to the 
determination of technological feasibility and marketability of a 
software product are capitalized. Capitalization of costs ceases and 
amortization of capitalized software development costs 
commences when the products are available for general release. 
Capitalized software costs are amortized on a straight-line basis 
over five to seven-year useful lives.

Website development costs incurred in the planning stage of 
development are expensed as incurred. Costs incurred in the 
application and infrastructure stage, which involve developing 
software to operate the website, are capitalized. Capitalization of 
costs ceases and amortization of capitalized website development 
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costs commences when the website becomes functional. 
Capitalized website costs are amortized on a straight-line basis over 
a five-year useful life.

Expenditures for maintenance and repairs are charged directly to 
expense; renewals and betterments which significantly extend the 
related useful lives are capitalized. Costs and accumulated 
depreciation and amortization on assets retired or disposed of are 
removed from the accounts and the resulting gain or loss, if any, is 
reflected in the consolidated statements of activities.

REVENUE: Revenue from contracts with customers is derived 
primarily from membership dues and fees, publications, 
educational programming and benchmarking and metrics.

Membership options for the Association include traditional 
individual memberships, as well as “Enterprise Solution” corporate 
memberships. This second membership option is available to 
provider organizations, physician practices and business partners. 
These organizations are able to partner with the Association to 
offer membership services to an unlimited number of their 
employees. This was a new membership offering that was launched 
in fiscal year 2018.

Beginning in fiscal year 2019, the Association modified new 
membership periods to be concurrent with each new members’ 
individual membership anniversary date. Membership periods had 
previously been concurrent with the Association’s fiscal year. 
Membership dues and related rebates to chapters, for both types of 
memberships, are billed at the beginning of the membership year 
and are recognized ratably over the individual membership period 
to which they apply. Member benefits are typically provided evenly 
over the term of the membership. Membership grants access to 
various benefits including: the ability to earn certain credentials, 
subscriptions to certain publications, access to members-only 
content and reduced fees for the Association’s continuing 
educational programs and e-learning offerings, including the Annual 
Conference. Dues received in advance of the membership period are 
deferred.

Publication revenue is recognized as revenue when publications are 
shipped and subscription revenue is recognized over the term of the 
subscription. Amounts received in advance of the shipment date or 
for future periods are deferred. Publication and subscriptions are 
invoiced in the month of publication.

Fees for educational programs and related sponsorships are 
recognized as revenue when the programs are conducted. Program 
fees are typically invoiced prior to the start of the program. 
Benchmarking and metrics revenue, as well as peer review revenue, 
are recognized in accordance with the related contract (over time). 
Funds received in advance of services provided or events held are 
deferred until the related service period commences or the related 
event takes place. Benchmarking and metrics activity is typically 
invoiced in the month prior to the related service period.

The Association did not have any impairment or credit losses on any 
receivables or contract assets arising from contracts with 
customers. There are also no incremental costs of obtaining 
contracts and no significant financing components. Payment terms 

for a majority of the Association’s contracts are 30 days. Finally, 
there are no significant changes in the judgements affecting the 
determination of the amount and timing of revenue from contracts 
with customers.

FUNCTIONAL ALLOCATION OF EXPENSES: The costs of 
providing the various programs and other activities have been 
summarized by natural classification in the consolidated statements 
of activities and are presented in greater detail, including breakout 
by function, in Note 6. If an expense can be identified with a specific 
program or administrative function, it will be charged directly to 
that category. In some circumstances, an expense can be 
attributable to one or more programs or supporting services of the 
Association which are allocated based on department headcount.

CHAPTER-RESTRICTED FUNDS: Chapter-restricted funds 
represent amounts held by the Foundation designated to be used 
for certain local HFMA chapters.

MEMBERSHIP MODEL AND WEBSITE REDESIGN EXPENSES: In 
fiscal year 2018, the Association launched a project intended to 
modernize its website and membership model, as well as enhance 
the member experience. On May 31, 2019, the project was 
completed, resulting in a more contemporary, user friendly, easily 
searchable website, along with a new organizational structure 
focused on the member. Total cost of the project approximated 
$5,200,000. Of these costs, approximately $948,000 had been 
capitalized in fiscal year 2019 and will be amortized over five years. 
Due to the significant nature of the project, the Association has 
isolated the related expenses incurred on the fiscal year 2019 
consolidated statement of activities. As the project was 
completed in fiscal year 2019, there were no related expenses 
incurred or capitalized in fiscal year 2020.

INCOME TAXES: HFMA is exempt from federal income taxes 
under Section 501(c)(6) of the Internal Revenue Code (IRC), and the 
Foundation is exempt under Section 501(c)(3) of the IRC. HFMA is 
subject to taxes on unrelated business income (UBI), which is 
generally HFMA’s advertising revenue. HFMA had approximately 
$2,214,000 and $2,860,000 in gross advertising revenue for the 
years ended May 31, 2020 and 2019, respectively. Income tax 
expense (refunds) associated with UBI are reflected within the 
taxes expense (benefit) line item on the consolidated statements 
of activities.

LSI is a taxable entity. This entity uses the asset and liability method 
to record income taxes. Accordingly, deferred tax assets and 
liabilities are recorded based on differences between the financial 
accounting and tax bases of assets and liabilities. Deferred tax 
assets and liabilities are measured based on the currently enacted 
tax rate expected to apply to taxable income in the year in which 
the deferred tax asset or liability is expected to be settled or 
realized. Deferred tax assets and liabilities are adjusted for the 
effects of changes in tax laws and rates on the date of enactment.

LSI had a net operating loss (NOL) carryforward of approximately 
$2,374,000 at May 31, 2020 and 2019. The NOL will begin to expire in 
2022, if not previously utilized. No deferred tax asset has been 
recognized, as management has established a full valuation 
allowance at May 31, 2020 and 2019.
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The Association follows the provisions of the Accounting for 
Uncertainty in Income Taxes section of the Income Taxes Topic of 
the Codification, which addresses the determination of whether tax 
benefits claimed or expected to be claimed on a tax return should 
be recorded in the consolidated financial statements. Under this 
guidance, the Association may recognize the tax benefit from an 
uncertain tax position only if it is more likely than not that the tax 
position will be sustained on examination by taxing authorities, 
based on the technical merits of the position. Examples of tax 
positions include the tax-exempt status of the Association and 
various positions related to the potential sources of UBI. The tax 
benefits recognized in the consolidated financial statements from 
such a position are measured based on the largest benefit that has 
a greater than 50% likelihood of being realized upon ultimate 
settlement. This guidance on accounting for uncertainty in income 
taxes also addresses de-recognition, classification, interest and 
penalties on income taxes and accounting in interim periods.

As of May 31, 2020 and 2019, the Association has no liability for 
unrecognized tax benefits.

The Association and the Foundation file Forms 990 in the U.S. 
federal jurisdiction and the Foundation does so in the State of 
Illinois. LSI files a tax return in all appropriate jurisdictions, which 
includes a federal and an Illinois tax return.

MARKETING COSTS: HFMA expenses the production costs of 
marketing the general benefits of belonging to HFMA, or 
purchasing products other than educational events, the first time 
the marketing takes place. Marketing expenses incurred to 
promote attendance at specific educational events, which include 
program content and registration materials, are considered direct-
response marketing and are deferred until the date that the 
educational events take place. As of May 31, 2019, deferred 
marketing expenses totaled approximately $123,000 and are 
included in prepaid expenses and other assets on the consolidated 
statement of financial position. There were no related deferred 
marketing expenses as of May 31, 2020 due to the cancellation of 
the June 2020 (fiscal year 2021) Annual Conference.

RECLASSIFICATIONS: Certain prior-year amounts have been 
reclassified to conform to the current-year presentation without 
affecting prior-year net asset balances.

COVID-19: On January 30, 2020, the World Health Organization 
declared the coronavirus outbreak (COVID-19) a “Public Health 
Emergency of International Concern” and on March 11, 2020, 
declared COVID-19 a pandemic. COVID-19 has negatively impacted 
the Association’s operations and member base. Actions taken 
around the world to help mitigate the spread of COVID-19 include 
restrictions on travel, quarantines in certain areas and prohibitions 
on group meetings. The actions taken to mitigate COVID-19 have 
had, and are expected to continue to have, an adverse impact on the 
economies and financial markets of many countries, including the 
geographical areas in which the Association operates. It is unknown 
at this time how long these conditions will last and what the 
complete financial effect will be to the Association. To date, the 
Association is experiencing declining revenues due to cancellations 
of events, including the June 2020 Annual Conference. The 

Association is working to adapt existing in-person educational 
programming to virtual on-line programming.

See Note 8 for information regarding availability and liquidity of 
financial assets.

ACCOUNTING PRONOUNCEMENTS ADOPTED: In 2014, the FASB 
issued Accounting Standards Update (ASU) 2014-09, Revenue from 
Contracts with Customers (Topic 606), requiring an entity to 
recognize the amount of revenue to which it expects to be entitled 
for the transfer of promised goods or services to customers. ASU 
2014-09 replaces most existing revenue recognition guidance in 
GAAP. The ASU also requires expanded disclosures related to the 
nature, amount, timing and uncertainty of revenue and cash flows 
from contracts with customers. The Association adopted this new 
standard effective for fiscal year 2020 using the modified 
retrospective method. All revenue streams, with the exception of 
contributions and investment return, are subject to this standard. 
Based on the Association’s review of its contracts with members, 
the timing and amount of revenue recognized previously is 
consistent with how revenue is recognized under this new standard. 
The adoption of this standard had no impact on the consolidated 
financial statements, but did result in additional disclosures.

In fiscal year 2020, the Association also adopted ASU 2018-08, Not-
For-Profit Entities (Topic 958): Clarifying the Scope and the 
Accounting Guidance for Contributions Received and Contributions 
Made. This ASU clarifies the guidance for evaluating whether a 
transaction is reciprocal (i.e., an exchange transaction) or 
nonreciprocal (i.e., a contribution) and for distinguishing between 
conditional and unconditional contributions. There was no 
significant impact from adoption of this standard on the 
consolidated financial statements.

In fiscal year 2020, the Association also adopted ASU 2016-18, 
Statement of Cash Flows (Topic 230), Restricted Cash. This ASU 
requires that the statement of cash flows include the change in 
restricted cash and cash equivalents, in addition to the change in 
operating cash and cash equivalents for the related reporting 
period. As a result, amounts generally described as restricted cash 
and cash equivalents should be included with cash and cash 
equivalents when reconciling the beginning-of-period and end-of-
period total amounts shown on the statement of cash flows. The 
adoption of the standard resulted in $72,736 and $72,270 of 
chapter-restricted funds being included in the fiscal year 2020 and 
2019 consolidated statements of cash flows, respectively, and the 
restatement of the beginning balance in the fiscal year 2019 
consolidated statement of cash flows to include $72,441 of chapter-
restricted funds. Additionally, the adoption resulted in increased 
disclosure on the consolidated statement of cash flows related to 
the chapter-restricted funds.

PENDING ACCOUNTING PRONOUNCEMENTS: In 2016, the FASB 
issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU 
supersedes the leasing guidance in Topic 840, Leases. Under the 
new guidance, lessees are required to recognize lease assets and 
lease liabilities on the statement of financial position for all leases 
with terms longer than twelve months. Leases will be classified as 
either finance or operating, with classification affecting the 
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pattern of expense recognition in the consolidated statement of 
activities. The new standard was effective for the Association’s 
fiscal year 2021 consolidated financial statements. However, in 
June 2020, the FASB issued ASU 2020-05, Revenue from Contracts 
with Customers (Topic 606) and Leases (Topic 842): Effective 
Dates for Certain Entities, which allows for a one-year effective 
date deferral of Topic 842. The standard will now be effective for 
the Association’s fiscal year 2023 consolidated financial 
statements.

The FASB also issued ASU 2018-13, Fair Value Measurement (Topic 
820): Disclosure Framework – Changes to the Disclosure 
Requirements for Fair Value Measurement. This new accounting 

guidance will reduce and modify certain fair value measurement 
disclosures presented in the Association’s consolidated financial 
statements. The new standard will be effective in the Association’s 
2021 fiscal year.

The Association is currently evaluating the impact on its 
consolidated financial statements of implementing these ASUs.

SUBSEQUENT EVENTS: The Association has evaluated 
subsequent events for potential recognition and/or disclosure 
through September 2, 2020, the date these consolidated financial 
statements were available to be issued.

Note 2. Investments and Investments Held for Deferred Compensation

The composition of investments held by the Association are summarized as follows at May 31, 2020 and 2019:

2020 2019

Equity mutual funds:
	 International equity funds $    3,158,000 $   3,213,007
	 Large-cap equity funds 6,526,657 5,786,179
	 Small-cap equity funds 1,464,282 1,490,104

Fixed income mutual funds 213,007 3,122,136
Convertible securities mutual funds 16,965,020 13,738,517
Absolute return funds 479,890 2,728,394

$28,806,856 $30,078,337

 

At May 31, 2020 and 2019, investments held for deferred compensation consist of the following:

2020 2019

Equity mutual funds: 885,761 803,663

Fixed income mutual funds 307,268 357,527
Fixed account 173,426 190,269

$ 1,366,455 $1,351,459
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Note 3. Fair Value Disclosures

FAIR VALUE MEASUREMENTS
The Fair Value Measurements Topic of the Codification defines fair 
value as the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market 
participants at the measurement date and sets out a fair value 
hierarchy. The fair value hierarchy gives the highest priority to 
quoted prices in active markets for identical assets or liabilities 
(Level 1) and the lowest priority to unobservable inputs (Level 3). 
Inputs are broadly defined under the Topic as assumptions market 
participants would use in pricing an asset or liability. The three 
levels of the fair value hierarchy under the Topic are described 
below:

	 Level 1:	� Quoted market prices in active markets, such as the New 
York Stock Exchange, for identical assets or liabilities.

	 Level 2:	� Observable market based inputs or unobservable inputs 
that are corroborated by market data.

	 Level 3:	� Unobservable inputs that are not corroborated by 
market data.

For the years ended May 31, 2020 and 2019, the application of 
valuation techniques applied to similar assets and liabilities has 
been consistent. In determining the appropriate levels, the 
Association performs a detailed analysis of the assets and liabilities 
that are subject to the Topic. The Association’s investments and 
investments held for deferred compensation are the only assets or 
liabilities that are measured at fair value on a recurring basis.

The Association assesses the levels of the investments at each 
measurement date, and transfers between levels are recognized on 
the actual date of the event or change in circumstances that caused 
the transfer. For the years ended May 31, 2020 and 2019, there were 
no such transfers.

FAIR VALUE - ASSOCIATION INVESTMENTS 
The Association’s investments, as described in Note 2, are traded on 
national securities exchanges and are stated at the last reported 
sales price on the day of valuation and are, therefore, categorized as 
Level 1 in the fair value hierarchy.

FAIR VALUE - INVESTMENTS HELD FOR 
DEFERRED COMPENSATION
The investments held for deferred compensation, as described in 
Note 2, are valued as follows: 

Investments in the equity and fixed income mutual funds, reflected 
as Level 1, are funds which are traded on national securities 
exchanges and are stated at the last reported sales price on the day 
of valuation.

Investments in the fixed account are valued by the insurance 
company by discounting the related cash flows based on current 
yields of similar instruments with comparable durations considering 
the creditworthiness of the issuer. The account includes certain 
interest rate guarantees. Guarantees are valued based on the 
claims-paying ability of the issuer and not on the value of the 
securities in the insurer’s general account. As this investment 
includes unobservable inputs, it is classified as Level 3 in the fair 
value hierarchy.

The following tables present the Association’s fair value hierarchy for 
the investments held for deferred compensation as of May 31, 2020 
and 2019:

May 31, 2020

Description Total Level 1 Level 2 Level 3

Equity mutual funds $   885,761 $   885,761 $                    – $                    –
Fixed income mutual funds 307,268 307,268 – –
Fixed account 173,426 – – 173,426

$   1,366,455 $   1,193,029 $                    – $  173,426

May 31, 2019

Description Total Level 1 Level 2 Level 3

Equity mutual funds $   803,663 $   803,663 $                    – $                    –
Fixed income mutual funds 357,527 357,527 – –
Fixed account 190,269 – – 190,269

$   1,351,459 $   1,161,190 $                    – $   190,269
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Changes in the Association’s Level 3 investments held for deferred compensation related to the fixed account are as follows:

2020 2019

Balance, beginning of year $    190,269 $    202,311
Unrealized loss (16,843) (12,042)

    Balance, end of year $   173,426 $   190,269

Note 4. Furniture, Equipment  
and Software

Details of furniture, equipment and software at May 31, 2020 and 
2019, are as follows:

2020 2019

Furniture and equipment $  2,494,196 $  2,439,752
Leasehold improvements 372,501 372,501
Software and website 2,846,309 2,846,309

5,713,006 5,658,562
Less: Accumulated 
depreciation and 
amortization 4,109,378 3,642,380

$  1,603,628 $  2,016,182

Amortization expense of capitalized software totaled $383,292 and 
$210,183 for the years ended May 31, 2020 and 2019, respectively. 
The unamortized balance of capitalized software totaled $1,359,478 
and $1,742,770 at May 31, 2020 and 2019, respectively.

Note 5. Lease Commitment

The Association leases office space in Westchester, Illinois under an 
operating agreement, which includes certain rent abatements and 
escalation clauses. In February 2011, the Association amended this 
agreement to extend the lease term through July 2022. The effects 
of base rent escalation provisions are being recognized on a 
straight-line basis over the term of the lease and give rise to the 
deferred lease obligation included in the consolidated statements 
of financial position.

Future minimum lease payments under the non-cancelable 
operating lease are as follows:

Year ending May 31:

2021 652,822

2022 669,926
2023 112,130

$ 1,434,878

The Association also subleases office space in Washington, D.C., on 
a month-to-month basis. The lease agreement provides for monthly 
payments of base rent. 
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Note 6. Functional Expenses

The following tables set forth expenses, including tax benefit, incurred by function of the Association for the years ended May 31, 2020 and 
2019, respectively:

Program Services

Education 
Products, 
Services & 

Events

Publications Membership
Benchmarking 

& Metrics/ 
Peer Review

Total
Management & 

General
Total

2020

Personnel and 
commissions 5,204,212 $1,691,851 $2,551,671 948,022 $10,395,756 $5,737,522 $16,133,278

Professional services 1,550,306 110,623 57,916 28,329 1,747,174 1,528,558 3,275,732
Marketing 474,923 607,856 671,596 76,896 1,831,271 6,504 1,837,775
Travel and entertainment 1,193,142 28,619 340,671 19,886 1,582,318 395,924 1,978,242
Information technology 
and equipment 801,053 8 125,642 162,411 1,089,114 431,875 1,520,989

Administrative and other 85,633 2,952 28,949 43,702 161,236 1,163,234 1,324,470
Hotel and meetings cost 535,463 1,000 12,500 1,728 550,691 18,001 568,692
Occupancy 278,247 67,176 134,352 20,152 499,927 174,660 674,587
Tax benefit – (76,745) – – (76,745) – (76,745)
Depreciation and 
amortization 150,298 53,677 107,355 16,103 327,433 139,565 466,998

Total expense by function $10,273,277 $2,487,017 $4,030,652 $1,317,229 $18,108,175 $9,595,843 $27,704,018

2019

Personnel and 
commissions $5,468,500 $1,575,404 $2,765,286 $858,482 $10,667,672 $5,375,772 $16,043,444

Professional services 460,958 79,967 64,977 23,265 629,167 720,685 1,349,852
Marketing 571,218 679,854 600,927 107,659 1,959,658 9,547 1,969,205
Travel and entertainment 1,992,438 50,889 647,745 43,569 2,734,641 447,992 3,182,633
Information technology 
and equipment 865,726 752 96,819 178,957 1,142,254 520,427 1,662,681

Administrative and other 174,058 3,102 247,589 51,350 476,099 798,178 1,274,277
Hotel and meetings cost 653,706 – 5,000 – 658,706 45,000 703,706
Occupancy 201,859 71,983 165,561 21,595 460,998 215,948 676,946
Tax benefit – – – – – (52,737) (52,737)
Depreciation and 
amortization 95,119 32,800 75,439 9,840 213,198 98,399 311,597

Membership model and 
website redesign 885,739 305,427 702,482 91,628 1,985,276 916,282 2,901,558

Total expense by function $11,369,321 $ 2,800,178 $5,371,825 $ 1,386,345 $20,927,669 $9,095,493 $30,023,162

The above table for fiscal year 2019 includes the functional allocation of the membership model and website redesign project expenses, 
shown separately on the consolidated statement of activities. 
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Note 7.  Employee Benefit Plans

The Association sponsors a defined contribution pension plan, which covers substantially all the Association’s employees who complete 
one year of employment. Contributions are based upon a percentage of participants’ earnings, less forfeitures. The Association’s 
contributions for the years ended May 31, 2020 and 2019, were $415,053 and $660,642, respectively.

The Association also maintains multiple deferred compensation plans, all established under IRC Section 457, for certain key employees, 
which provide that a certain percentage of the key employees’ salary be accrued for the benefit of the participants. The Association 
recorded expense of $269,478 and $311,938 for the years ended May 31, 2020 and 2019, respectively, for contributions to the plans on behalf 
of the key employees.

Note 8. Availability and Liquidity

The Association strives to maintain liquid financial assets sufficient 
to cover thirty days of general expenditures. Cash balances are 
reviewed on an ongoing basis and any excess funds are invested in 
short-term money market accounts.

The following table reflects the Association’s financial assets as of 
May 31, 2020 and 2019, reduced by amounts that are not available to 
meet general expenditures within one year of the consolidated 
statement of financial position dates due to contractual restrictions 
or internal board designations. In the event the need arises to utilize 
board-designated funds for liquidity purposes, the reserves could 
be drawn upon through board resolution.

2020 2019

Cash and cash 
equivalents $     4,834,404 $     7,055,574
Accounts receivable 2,412,725 2,518,679
Investments and 
investments held for 
deferred compensation

30,173,311 31,429,796

Chapter-restricted funds 72,736 72,270
Total financial assets $    37,493,176 $    41,076,319

Investments held for 
deferred compensation $   (1,366,455) $   (1,351,459)
Board designated funds (105,144) (103,679)
Chapter-restricted funds (72,736) (72,270)

$  (1,544,335) $  (1,527,408)
Financial assets available 
to meet cash needs for 
general expenditures 
within one year $   35,948,841 $   39,548,911

Note 9. Chapters of HFMA (Unaudited)

Chapters of HFMA may be established by charter subject to the 
approval of the Board of Directors of HFMA, pursuant to the 
provisions of the bylaws and regulations governing membership, 
organization, procedures and financial relations with HFMA. Should 
a chapter cease to function or its charter be revoked by HFMA, all 
funds and records held by the chapter become the property of 
HFMA. The financial position and the operations of these chapters 
are not included in HFMA’s consolidated financial statements.

The most recent summary financial data of the chapters is as 
follows:

As of and for the Years  
Ended May 31,

2020 2019

Number of chapters 64 66
Total assets,  
primarily cash $     10,669,192 $     10,314,616
Total revenue $  9,573,917 $  12,065,248
Increase (decrease)  
in net assets   $        1,401,814   $         (35,759)


