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The audio portion of the conference may be accessed via the telephone or by using your computer's 

speakers. Please refer to the instructions emailed to registrants for additional information.  If you 

have any questions, please contact Customer Service at 1-800-926-7926 ext. 10. 

TUESDAY, JULY 25, 2017 

Presenting a live 90-minute webinar with interactive Q&A 

Holly Jo Bohannan, Esq., Associate General Counsel - East Region, LifeCare Health Partners, Plano, Texas 

 

Victor H. McConnell, MAI, ASA, Director, Real Estate Valuation Services, VMG Health, Dallas 

 

John S. Trabold, III, MAI, Managing Director, Real Estate Valuation Services, VMG Health, Dallas 



Tips for Optimal Quality 

Sound Quality 

If you are listening via your computer speakers, please note that the quality  

of your sound will vary depending on the speed and quality of your internet 

connection. 

 

If the sound quality is not satisfactory, you may listen via the phone: dial  

1-866-819-0113 and enter your PIN when prompted. Otherwise, please  

send us a chat or e-mail sound@straffordpub.com immediately so we can address 

the problem. 

 

If you dialed in and have any difficulties during the call, press *0 for assistance. 

 

Viewing Quality 

To maximize your screen, press the F11 key on your keyboard. To exit full screen,  

press the F11 key again. 

 

 

FOR LIVE EVENT ONLY 



Continuing Education Credits 

In order for us to process your continuing education credit, you must confirm your 

participation in this webinar by completing and submitting the Attendance 

Affirmation/Evaluation after the webinar.  

 

A link to the Attendance Affirmation/Evaluation will be in the thank you email 

that you will receive immediately following the program. 

 

For additional information about continuing education, call us at 1-800-926-7926 

ext. 35. 

FOR LIVE EVENT ONLY 



JULY 25, 2017 1:00 – 2:30 PM EDT 

CLE WEBINAR 

John Trabold, MAI, Managing Director, VMG Health 

Victor McConnell, MAI, ASA, Director, VMG Health 

Holly Bohannan, Associate General Counsel, LifeCare  
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What is a "hospital-in-hospital", or "HIH"? 

It is a hospital located within another hospital (i.e. 
"hospital-in-hospital") that meets certain criteria, 
including being "organizationally and financially 
independent from their hosts" (per CMS), and is 
excluded from the Medicare acute care hospital 
prospective payment system (PPS).   

Also referred to as "hospital-within-hospital", or 
"HwH" 
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In a 1995 regulation, CMS required that 
HwHs meet three criteria to be excluded 
from Medicare's acute care hospital PPS:  
Average length of stay (ALS) 

Organizational independence 

Financial independence 

 

6 



Financial Independence 
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Per the Dept. of Health & Human Services, "HwHs 
must meet one of three criteria: 
 They must perform basic hospital functions (quality 

assurance, medical staffing, utilization review, infection 
control, and nursing, medical record, pharmacy, radiology, 
and laboratory services) independently from the host. 

 The costs of services purchased from the host hospital must 
be no more than 15 percent of the HwH's total inpatient 
operating costs. 

 At least 75 percent of the HwH's inpatient population must 
come from a source other than the host hospital." 
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Common Uses for HIH 
Arrangements 
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LTACH 

IRF 

SNF 

Hospice 

Behavioral Health 

Regulatory issues and requirements associated 
with each use  
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Reasons for HIH Arrangements 
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Hospital occupancy has declined from 77% in 1980 to 62% in 2015. 

Source: Medicare Payment Advisory Commission
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Host Hospital vs. Hospital-in-
Hospital Perspective 
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Revenue from underperforming or unused space 

Potential concerns include property tax exemptions, use 
restrictions, ethical/religious directives, and compliance 
issues 

CNCs, bed licensure, trade name, CONs 
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Defining the Space 

Measurements in typical commercial real estate 
sector and BOMA standards: gross vs. rentable vs. 
usable 

Measurements in the HIH sector 

Exclusive versus non-exclusive use areas 
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Operating Expenses 
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Real estate expenses and ancillary services 

Lease structure and compliance concerns 

Common services and expenses include, but are not limited to: 

 
 Medical gases 

 Laboratory 

 Laundry & linen 

 Dietary 

 Pharmacy 

 Imaging 

 Hazardous waste 
removal 

 Janitorial 

 Computer 

 Maintenance & 
repairs 

 Utilities 

 Security 

 CAM 
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Fair Market Value – Real Estate 
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Approaches to Value 
Return-on-Depreciated Cost 
Rent Coverage Ratio 
Market Rent Comparables 
What makes a comparable? 
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Fair Market Value – Real Estate 
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Evaluating an FMV lease rate within the HIH sector 

Tenant improvement ("TI") considerations: who 
pays for the finish out? 

Per Bed vs. Per Sq. Ft. 

Management Agreements, purchased service 
agreements, and real estate leases 

Options to lease additional space 

Leases involving non-clinical space 

14 



Non-Real Estate Considerations 
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Covenants not to compete (CNCs) 

Bed licenses or de-licensure 

Certificates of Need (CONs) 

Trade name and other intangibles 
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