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Question 1; Calculate three bond Repayment Ratios
	The three bond repayment ratios that will be calculated for this question are the debt service coverage ratio (DSCR), the cash coverage ratio (CCR) and the debt ratio. The debt service coverage ratio is a financial ratio that measures the cash flow (from business operations) available to the company to service current debt obligations. It is calculated by dividing the earnings before interest and taxes (EBIT) by the firm’s short term debt and current portion of the long-term debt. The calculation yields a value of ‘1.8’ times. This implies that the firm’s cash flow from operations can service 1.8 times the value of the firm’s short-term debt obligations. The second bond repayment ratio is the Cash coverage ratio. It measures the total cash at the firm’s disposal available to service its current debt obligation (short-term debt and current portion of long-term debt). It therefore adds depreciation and amortization back to the net operating revenue since it is a non cash item and then divides the resulting figure by the current debt obligations. The resulting figure is ‘4.9’ times. The final financial ratio is the firm’s cost of debt which measure the average cost of the hospitals debt burden. The calculation yields an average cost of debt of 5.99%. The ratios suggest that Ridgeland Heights Medical center stands in good stead with regards to servicing its debt obligations since the coverage ratios are well over 1 times. The cost of debt is also not that high at about two times the current labor rate (2.68%) implying that the hospital can manage repayment.
Question 2; Calculation of the bad debt expense and the provision for bad debts
	The provision for bad debts is an estimate of the value of bad debts that will be realized on the accounts receivable that have yet to be collected (Sigidov, 2016). Typically, the hospital will make this estimation of the amount of bad debts based on historical experience. For example, the hospital might estimate from historical transactions that it will collect 60% of the receivables in month 1, 30% in month 2 and the rest as uncollectible. This amount will then be expensed by a debit amount to the bad debt expense account that is on the hospital’s income statement. A corresponding credit amount will be recorded on the ‘Provision for doubtful debts’ account, a contra account to the accounts receivable account, which is on the hospital’s balance sheet directly below the accounts receivable line item. However, when the hospital realizes that a specific customer invoice isn’t going to be paid, a journal entry will be recorded to eliminate the provision. The entry should debit the ‘Provision for bad debts account’ by the amount and credit the ‘accounts receivable account’ by the same amount. This transaction only nets off the balance sheet amounts and does not affect the income statement.   
Question 3; Key elements of the Medicare cost report and why it is important for the hospital’s net revenues
	The Medicare Cost Report is a report that ought to be prepared by facilities that participate in the Medicare program such as hospitals, mental health facilities, skilled nursing facilities as well as rural health clinics and submitted to the Medicare Administrative Contractor (Mangus, 2015). The cost report contains information regarding the provider. Firstly, it expounds on the particular characteristics of the facility. This details the type of the healthcare institution as well as the services that it administers. It also contains the utilization data as well as the costs and charges by cost center. The costs and charges should be recorded both as total costs and for Medicare. The Medicare cost report also outlines the Medicare Settlement data. Last but not least, the cost report contains the financial statement data for the particular entity. This will include the statement of operations that highlights the hospitals financial performance, a balance sheet that shows the firm’s financial position as well as a statement of cash flows. The Medicare cost report is important for the hospital’s net revenues as it helps the firm in pricing of its services and benchmarking against other service providers to ensure that it offers its products competitively. It also assists the hospitals in internal financial analysis that can help address various concerns such as declining revenues.

Question 4; Explain how the PPACA rewards and punishes hospitals for their performance
The patient protection and affordable care act, popularly known as ‘Obamacare’ is a healthcare initiative that provides subsidies to middle income families and extends Medicaid to low income people by taxing some healthcare providers and high net-worth households (Adkinson, 2016). It mandates everyone to get health insurance or pay a tax and provides incentives and cautions hospitals on their performance.
 The PPACA punishes hospitals for providing substandard healthcare services by withholding Medicare payments from hospitals that have a high number of patients returning within 30 days of being discharged for specific conditions such as cardiac arrests or pneumonia (Kahn 2014). This has proved effective as hospitals have been more thorough with follow ups after patients leave the hospitals to ensure that there isn’t a relapse of their conditions.  Hospitals that have posted poor performance have also been slapped with punitive financial penalties (kahn, 2014). For example, hospitals with high infection rates of patients while in hospital have their federal reimbursement cut by a percentage point. Hospitals have also been rewarded for being agile and innovative by receiving greater amounts of grants and revenues from the federal government (Kahn 2014). This has had an effect of reducing ineffective standalone hospital models and increasing mobile clinics and urgent care centers. Lastly, hospitals in the top-tier performance are rewarded with bonus payments.
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