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Strategic Planning for Recovery Audit
Contractors (RAC)

By Cassandra Mitchell

AstheCentersfor Medicareand Medicaid Services(CM S) wrap up
their three-year pil ot programwith the* recovery audit contractors’
(RAC), thereareamultitudeof opinionsregarding thesuccessof the
program. Proponentssay that the RA C program hasrecovered more
than 1 billiondollarsinoverpaymentsto providersby detectingand
correcting improper reimbursements, therefore protecting all tax-
payers. Opponents say that the tactics utilized by the auditors can
beaggressive, vagueandthat they oftentimesinterrupt patient care.
Both sidescan agree, however, that the best defenseisan organized
strategy of preparation and response.

Slated to roll out nationally no later than January of 2010, the
RAC auditorshaverecovered amajority of provider overpayments
primarily fromhospitals(seebelow). Thetypical provider post-audit
responseisamulti-layered appeal processthat can be arduous and
burdensome, further supporting that the best offense will be
defense.

diagnosis codes, and procedure codes indicating inappropriate
sites of service

RAC Audit Overpayment %
Classifications (Source: AMA Amednews)
Medically Unnecessary Service 40%
Incorrect Coding 35%
Insufficient Documentation 8%
All Other 17%

RAC Recovery Report (Source: AMA Amednews)
Provider Type %

IPHospital 84%

OPHospital/ IPRehab/ SNF 14%

Physician/ Ambulance/ Lab 15%

DurableMedical Equipment (DME) <1%

The RACs conduct claims data mining through information
availablefromtheOfficeof thel nspector General (Ol G), MedPar, and
the General Accounting Office (GAO) to target areas of interest,
including but not limited to:

e OneDay Stays

* Inpatient Coding and DRG Assignment
» Observation Services

e Improper Drug Units

» Radiation Oncology Services

» Discharge Dispositions

e Other ancillary servicesthat defy logic likeincongruent charge

to payment comparisons, procedure codes that do not match

When the RAC completes an audit, currently there are two
optionsfor followup —submitting arebuttal directly tothe RAC or
filinganappeal directly withtheFl (Fiscal Intermediary). Sincethe
time period for rebuttal to the RAC isashort, 15-30 day window,
providers need to strategically choose how efficiently and effec-
tively they can make their case dependent upon the type of “find-
ing.” Since there has been limited success refuting the RACswith
one day stays and DRG assignments, it may be in the best interest
of the provider to seek rebuttal only when new informationismade
available and choose appeal to the FI in many of the other areas of
dispute. Since resources are limited, and time is money, effective
strategiesfor defensewill helplead both physiciansandfacilitiesto
success.

Effectivemanagement of the Revenue CycleProcess, monitoring
of denials and prepay reviews, implemented strong compliance
programs, effective auditing of the chargemaster and monitoring of
the Medicare Suspense files can assist in identifying issues for

Continued on page 4
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President’s Corner

By Jim Harris, Chapter President

| hopeyou had awonderful summer and that
you were able to spend quality time with
friendsand family.

Now that the fall season is upon us with
children going back to school, the leaves
starting to turn into magnificent colors and
of course scraping car windows from the
morning frost, it reminds us that fall is the
“season of change.” But in healthcare fi-
nance we feel that we are in a constant season of change. The
healthcare industry is changing, particularly on October 1 with the
changes from CMS that will impact providers reimbursement.
HFMA provides the resources to meet these changes through
education, analysis and guidance to its members. The HFM maga-
zinecomprehensively addressesmany issues. VisittheHFMA Web
siteor attend oneof our chapter’ seducational programs. | encourage
you to take advantage of your membership and use theseresources.

Onapersonal note, | believethat oneof thewaysthat HFMA can
enrichyour lifeisto personally get to know other HFM A members.
Sol decided that | would usethisforumtotell you about someof my
experiences outside of HFMA.. Since this is the fall and football
season | thought that you might beinterested in arecent experience
| had. My wifeand | areseasonticket holdersfor UConnfootball and
have been to both of their bowl games. For the past couple of years
UConn hasrun apromotional contest where they pick one seat out
of 40,000 andif UConnreturnstheopeningkickoff for atouchdown
that lucky ticket holder winsanew car. Beforethekickoff of thefirst
game this year one of our seats was picked to win a 2008 Toyota
Highlander. Everyoneinthestadiumwascheeringwildly, especially
us, when the kickoff was returned for atouchdown. Asthe roar of
stadium started to quiet down, we heard over the public address
system the dreaded words of “holding on the play.” Thisnullified
the touchdown, no seven points for UConn and no 2008 Toyota
Highlander. Sowethought just our luck nonew car. Asthegamewas
winding down at the end of the fourth quarter | approached one of
our Connecticut state troopers showing him my ticket stub and
asked himif he could do meafavor, “Would you arrest that official
for stealing my car.” Then Saturday after the game weread several
newspaper articles and learned that the head coach of UConn sent
gametapesto the Big East |eague office ontwo playsthat the game
officials had called holding penalties that negated UConn touch-
downs. The Big East league office responded that one of the plays
should not have been called for holding, the kickoff return wasone
of the two plays. The newspapers then stated that UConn head
coach wouldn't elaborate on which penalty should not have been
called for holding. Just our luck!

| would like to send out my best wishes for everyone to have a
happy, saf e and enjoyabl e holiday season. | look forward to having
the opportunity to see you at one of our chapter events.
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CT Chapter at Work

New Membership
Communication Commitiee

A new Communication Committeehasbeenformed. Survey results
indicated that membersfeel they are not receiving all communica-
tions. The committee is responsible for recommending a policy,
processand action stepstothefull boardfor their consideration. Joe
Pajor chairsthecommittee. Below isasynopsisof the Committee’s
first meeting. The committee welcomes your suggestions.

M ember ship Communication Policy

The Connecticut HFM A Chapter will communicate chapter activi-
tieson aroutine basisto its membership using an array of commu-
nication vehicles, whichinclude, but are not limited to, the Chapter
Web site, the Chapter Newsletter, and email and postal mailings.

Specific Recommendations:
[1] All postal mailingswill be on CT Chapter letterhead and enve-
lopes.

[2] A moving 12-month calendar listing all CT chapter and Region
1 conference activities is maintained and available on the Web
site.

[3] All email announcements to be standardized as to subject, no
matter who preparesand distributesthe email, using thefollow-
ing standard.

Subject: Connecticut HFM A Chapter- { XXX

[4] Onevendor iscontractedfor all membership support. Newsl etter
production may be separated if appropriate.

[5] Current vendor begiventherequired 6-month noticeof contract
termination with indication they will be receiving RFP for new
scope of services.

[6] Create RFPtype processto firmsexpressing interest [ minimum
of CHA and Admin. Resources|

[7] Request membership chair to report at Board meetings that
membership listing is accurate and up to date and if not, define

steps being taken to stay current.

ﬁellowConnecticut HFMA Members,

Withinthenext few weeksthemembership committeewill
begin compiling the2008-2009 M embership Directory.

Please log on to HFMA to verify and update your
personal information. The Web address is: http://
www.hfma.org/login/index.cfm

Y our username is normally your email address or your
membership identification number and your password is
whatever you set it up to be. If you have any problemsyou

v

can follow the promptson the Web page and get HFMA to
@d you this information.

Summary of Connecticut Chapter

HFMA Board of Directors Meeting
September 12,2008

Awards
Founder’s Awards were presented to Janet Roemer (Silver) and
Jacqui Gorin(Bronze).

Fall President’ sMeeting

The meeting was held in Brewster, MA. Jim Harris and Joe Pajor
attended. It was atwo-day event: thefirst day focused on National
HFMA; the second day focused on the chapters.

Balanced Scor eCar d/Program Committee

M ember education hourswent downfromthepreviousyear, driving
our overall scorebelow 50. Asaresult, National hasasked usto do
a Chapter Advancement plan.

CommunicationsCommittee
The Committee had a conference call at the end of July and made
recommendations to the Board.

Financials
Lou D’ Auriareviewed the highlights of the financial reports.

Regional

Connecticut needs to nominate a Regional-elect; it needs to be a
past-president who is still an active member of the chapter. Kathy
will provide a list of the active past presidents to the Board for
consideration.

Sponsor ship
The Chapter needs to identify opportunities to attract sponsors. It
isimportant that we articulate the value of sponsorship.

Next meetingNovember 14, 2008.

Balance Sheet of CT HFM A asof May 31, 2008

Assets
Current Assets
Checking/Savings $95221
Accounts Receivable 2132
Other Assets
Prepaid Expenses 718
Total Assets $98,071
Liabilities& Equity
Current Liahilities
Deferred Revenue 4,650
Total Liabilities $4,650
Equity
BegBalance $55,330
Retained Earnings 29,902
Net Income 8,189
Total Equity $93421
Total Liabilities& Equity $98,071
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HFMA Region 1 Eighth Annual
Healthcare Conference May 12-13, 2009

Get ready for the 2009 HFM A Region 1 Eighth Annual Healthcare
Conference! Member survey resultsfor 2008, onceagain, wantedthe
2009 conference at Mohegan Sun, aworld classresort and casinoin
Uncasville, CT. These exciting one-and-a-half days of education,
scheduled for May 12-13, 2009 is being presented by the Region 1
Chapters: Connecticut, Maine, Massachusetts/Rhode Island and
New Hampshire/\V ermont.

More than 30 national and local speakers will address partici-
pants. The conferencewill kick off with akeynote speaker who will
launch us off into four dynamic tracks: The Financial Executive
Track; TheRevenueManagement Track; TheReimbursement Track
and The Peer-Reviewed Product Track.

If you are looking to becomeinvolved in thisyear’ s event there
are many opportunities for participating in the production of the
Region 1 Conference. Oneway that providesagoodintroductionis
joining the Registration and Hall Monitor team.

Registration Volunteer sareindividua swillingtovolunteer time
at theregistrationtableontheevening beforetheconferenceandthe
morning of the first day of the conference. Volunteers are not
schedul ed during conference sessionsbecause our paid administra-

tivepersonnel cover thosetimeperiods. Thereareapproximately 12
one-hour time slots for registration volunteers. Some individuals
volunteer for more than one time slot.

Hall M onitor sareindividual swillingtovolunteer timegreeting
guests and directing them to the registration table or to sessions.
Hall monitorsarrive at their designated area 10 minutes beforethe
session or registration period begins and stay at their post for
approximately 20 minutes. Usually individual sask to be scheduled
for the session they are attending so they can join the session as
soonasmost of theattendeeshavearrived. Thereareapproximately
26timeslotsfor hall monitors.

Volunteer Incentive Plan (for Registration Volunteers). An
individual who worksthe registration desk for three hours or more
will receiveareduction of $100in conferencetuitionandreimburse-
ment of mileage costs.

Thesetwojobsarealot of fun. Y ou get to greet old friends, meet
new ones, and you feel good about keeping the conference running
smoothly.

Sign up now! Please email marie.mcgee@valley.net. Further
detailswill be provided as the conference draws nearer.

Strategic Planning for Recovery Audit Contractors (RAC)

Continued from page 1

cleanup prior to RAC identification. Additionally, astrategic plan,
defined early and devel oped quickly, can be essential in deploying
the appropriate amount of multidisciplinary skillsand resourcesto
be sure that every RAC request is fulfilled timely. Preparation
elements could include but are not limited to the following:

1 Creatingamultidisciplinary team composed of key membersof
the Revenue Cycle to strategize workflows and determine
corrective actions.

2. Implement aprocesswithwritten policiesand procedureswith
corrective actions plansto inventory RAC planning approach.

3. Design, develop and flow the internal process of who will
receive, log, distributeand respondtothe RA Crequeststimely.

4. Createaclaimsdatabasetotrack RAC requests, request status,
repeated trends, and claimsthat are permanently excluded from
RAC review because they have been reviewed by some other
carrier or contractor.

5. Evauatehilling processes, pre-claims edits and resolutionsto
scrubber software edits to evaluate areas of risk and opportu-
nitiesfor improvement.

6. TrainPatient AccessStaff on M SP (M edicare Secondary Payer)
processes and test competency.

7. Educate Case Managers, Physician Advisors and Residents
stationed at the hospital portals of entry regarding the pitfalls
of insufficient documentation and suggestions for improve-
ment.

8 Properly use ABNs (Advance Beneficiary Notices) for
noncovered servicesto limit those claims susceptibleto RAC
review.

9. Developmethodsof identifyingand extracting data, by DRG, to
develop a dashboard of metrics that can be used to track and
measure RAC activity.

10. Conduct random chart sampling to identify issues not already
defined by internal or external reviewers.

11. Develop physician and hospital report cards to evaluate utili-
zation patterns and to pre-identify problematic trends.

12. Conduct “mock” RAC audits to determine how effective and
efficient current processeswill beandto ensure post-correction
auditingisimplemented.

Uponimplementation of theabove planning steps, the processes
should lead to enhanced compliance, stronger and more complete
documentation, better revenue cycle processes and, therefore, less
risk for current and future RAC findings.



Fall President’s Meeting
By JimHarris, President CTHFMA

Oneof thebenefitsof becoming moreinvolvedinyour local HFMA
Chapter andinleadership of that chapter istheannual Fall President’s
Meeting. Thisyear, Joe Pgjor (current president-elect) and | hadthe
opportunity to go to Ocean Edge Resort and Club on Cape Cod on
September 4 and 5. Presidents and presidents-elect from each New
England chapter attended; regional executives (Dan Phillips re-
gional executive; Kasey Davila regional executive-elect; Reggie
Albert regional executive-elect elect; Mary Griswold regional trea-
surer) and representativesfrom HFMA National (Eileen Crow and
DeboraKuchka-Craig).

Background

TheFall President’ smeetingisan opportunity for chapter leadersto

represent their members, makingtheir viewsknownand gainknow!-

edgeof HFMA national initiatives. Itisanimportant mechanismfor

involving chapter leaders in the governance of the Association.
The purposes of the Fall President’s Meeting are to:

» Solicitand gather input from chapter |eadersonimportant policy
and program issues under consideration by the national volun-
teer and staff leadership.

» Providean opportunity for ideaexchangethrough the sharing of
successful practices.

e Conduct regional business.

The input received from the Fall President’s Meeting is then
summarized, compiled and shared with chapter leaders. Theregional
executivewill keep chapter leadersinformed of the progressof any
issues that require follow up.

Mesting

Eileen Crow, HFMA National chapter relations, provided an over-
view of the products and services available to HFMA chapter
leaders. She also mentioned that HFM A is planning to make revi-
sionstoitsWebsite. DeboraK uchka-Craig, HFM A National secre-
tary gave an update on what happened at the national board of
directorsmeeting. Shementionedthat Dick Clark, Presidentand CEO
of National HFMA, was named to Moder n Healthcare magazine's
100M ost Powerful PeopleinHealthcare. Dr. Clarkeisoneof only 17
individual swho havebeenrecognizedinthisdistinguishedlist each
year since its inception.

A significant amount of the meeting was devoted to best chapter
practicesand discussion of commonissuesthat each of our chapters
arefacing. Thiswas agreat experience as both Joe and | were able
to share our accomplishments and concerns regarding the issues
facing our chapter. Wewereall abletolearnfrom oneanother about
social / fun events, sponsorship and providing value to our mem-
bers. We also reviewed the chapter balanced scorecard, which
showsmember educati onal hours, membership retention and mem-
ber satisfaction.

Lastly, we spent time on regional business. The Region 1 2009
conference will be held at the Mohegan Sun on May 12 and 13.

Thisisasummary of what transpired during the meeting. Asa
member you shouldknow that thel eadersof thischapter, alongwith
national staff, aremaking every effort toensurethat you get themost
out of your membershipin HFMA.
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Chapter Balanced Scorecard
By Joe Pajor, President-Elect

Similar tokey financial metrics, the Connecticut HFM A Chapter has
itsown scorecard to help measureits performance. National HFMA
has developed a “balanced scorecard” to provide a consistent
measurement tool for its79regional chapterswhichcomprissHFMA.

Annually, each chapter commitstofulfillment of specificperfor-
mance goals for each metric appearing on the Chapter Balanced
Score Card by June 1. Thishelpsprovide aclear, unified vision to
guide each chapter’s activities and committees. It encourages
consistency of chapter activities and provides a clear set of goals
towork toward.

The balanced scorecard measures 9 key chapter indicators
which are applied to each chapter. These are: [1] education hours
[2] membership retention [3] financial executive membership [4]
membership overall satisfaction[5] % of board composed of provid-
ers[6] quality of servicedelivery [ 7] dayscash on hand[8] chapter
reporting compliance and [9] chapter achievement

The Connecticut Chapter Board utilizes the scorecard to guide
its activity throughout the year. Last year the chapter performed
well in membership retention, % board composition, quality of
service delivery, days cash on hand, and chapter reporting. Re-
newed focusthisyear will beon education hoursasthe chapter will
try to strengthen its educational offerings for the membership.

Thescorecard isavalued tool utilized by all chaptersand helps
guide much of the board’s activity.

Mark Your
Calendard

HFMA Region 1
Eighth Annual Healthcar eConference

Educational Sessions —
Tuesday, May 12 and Wednesday, May 13, 2009
Mohegan Sun, Uncasville, Connecticut

Four trackswill be offered:
1 Revenue Management
2. Senior Executive

3. Reimbursement

4. Peer Reviewed Products

Past Presidents Dinner will be held
the evening of Tuesday, May 12, 2009

CT Chapter Golf Tournament— Will precedetheconference
Monday, May 11, 2009
Fox Hopyard, East Haddam, Connecticut

Stay Tuned for More Details!
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Mediation: A Welcome Alternative
to a Formal PRRB Appeadl

By John P. Ruocco, Consultant Third-Party Reimbursement and Appeals

When the Provider Reimbursement
Review Board (PRRB) opened its
doorsinlate 1974, our appeal s staff
at Blue Crossand Blue Shield Asso-
ciation(BCBSA) hadidentified 53 of
our 700+ Medicare reimbursement
appeal cases as being under the ju-
risdiction of that newly-appointed
adjudicativebody. Over thirty years
have now passed since | sent Art
Owens, the first Chairman of the

Mediation emphasizes informal,
on-the-spot problem solving asa
practical alternative to gearing up
for protracted and formal
adversarial proceedings such as a
“formal” PRRB hearing.

M ediationemphasizesinformal,
on-the-spot problem solving as a
practical alternative to gearing up
for protractedandformal adversaria
proceedings such as a “formal”
PRRB hearing. According to the
Board, approximately 90%of al cases
filed are settled or arewithdrawn at
some point before the scheduled
hearing date, and of that figure ap-
proximately 85% settlewithin days

PRRB, hisinitial 53-casebacklog of
appeals. That backlog sits at over 8,000 cases as of thiswriting. In
their most productive year (1984), the Board managed to issue 180
decisions. Their current annual production, in terms of formal
decisions, is less than 90.

This ponderous administrative process continues to be a neces-
sary stepin challenging an adverse action onthe part of aMedicare
Intermediary affecting certainaspectsof programreimbursement. In
order toprotect itsright to bring certain actionsin court, ahealthcare
provider must first “exhaust its administrative remedies,” and for
certain aspects of Medicare reimbursement those remedies still
involvefiling anappeal withthePRRB. That meansthat if aprovider
does not protect itsright to bring an administrative action by filing
an appeal within thetimeframes set by theregulations, it may very
well losethat right. For example, | amcurrently involvedin settlement
discussionsin alarge PRRB group appeal involving the provider
members of anational healthcare chain. In that case, certain indi-
vidual providersin that chain organization neglected to file their
individual appeals on time and, because of that inadvertence, are
now left out of the current action.

The Board has instituted certain procedures to expedite its
administrative process, especially where providersare challenging
Program actions that the Board has no choice but to follow. A
provider may request thatit beallowed an* expeditedjudicial review”
and essentially skip the step of having to present a case at aformal
appeal hearing. The Medicare program has issued regulations
addressing thisprocessand theBoard hascovereditintheir general
instructions. Furthering the spirit of expedited dispute resolution,
the Board has adopted procedures that accelerate the hearing
process and continues to encourage actions that bypass the pro-
cess entirely such asinformal pre-hearing settlement negotiations
among the parties and the conduct of mediation sessions presided
over by Board staffers.

Thelatter hasproventobequitesuccessful sinceit wasinstituted
in 1998 largely through the efforts of Kathleen Scully-Hayes, Esq.,
Director of Hearings and Appeals, and continuing through the
current fiscal year under Mr. Paul Crofton, the Board's current
Director. This process elevates the ad-hoc and informal “out-of-
court” pre-hearing meetingsbetweentheappealing provider andits
Medicarefiscal intermediary toamoreformal and controlled level.

beforetheschedul ed hearing. Espe-
cially withregardtothelatter, considerableresources have already
been expended by theBoard, itsstaff, the Provider, and thel nterme-
diary when asettlement announcement ismadeat theeleventh hour.

The mediation process encouragesthe diversion of resourcesto
meaningful informal settlement negotiations earlier in the process
before (sometimes years before) these resources are committed to
the pursuit of a formal adjudicative resolution. The Board has
indicated that it believes that if the parties engage in mediated
settlement discussions early in the process, the time necessary to
resolve these disputes and the parties expenses in pursuing the
appeal would be considerably reduced.

Astothe PRRB’ smediation processitself, theMediator (unlike
the Board in its formal proceedings) does not “decide” the case.
Under themediation process, the Board’ sM ediatorshave no power
to makeand issue decisionsbut instead will usetheir knowledge of
negotiation and consensus building and their persuasion skills to
help all partiesreach their respective objectives. The Board points
out in its material on the subject that its mediation alternativeis a
voluntary, informal process and that formal rules of evidence that
may comeinto play inanactual Board hearing arenot critical tothis
process. Inthisinformal procedure, for example, formal testimony is
not taken and recorded by a stenographer, witnesses are not
formally sworn, andinterrogatories, depositions, and transcriptsare
not required. Also, the parties involved are encouraged, but not
forced, toreach agreement, i.e. themediator istheretofacilitatethe
process but is not going to issue a “decision” that everyone must
adhere to.

Whilethe processisinformal and fairly off-the-cuff, the Board
staff conducting the mediation will establish certain basic require-
ments, a primary one being that both parties agree asto the issues
to be mediated. Also, while formal position papers submitted in
multiple copies and bound together with all exhibits are not neces-
sary foramediationasthey areinaPRRB hearing, summary position
statements of one or two pages from both parties on each issue are
submitted to the Mediator and are exchanged between the parties
afew weeksin advance of the date set for mediation discussions.
Finally, prior to the commencement of mediation discussions, the
partieswill beaskedto signaStatement of Understanding regarding
Continued on page 11
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CT HFMA New Members

We extend a sincere welcome to the following individual swho have chosen to join the Connecticut Chapter of HFMA. We hope our
new memberswill contact one of the Chapter Officersor Directorswith any questionsthey may have and also let usknow if they have
an interest in becoming involved or participating on one of our Committees.

Patrick W. Brosnan Daniel Hender son

Director, Business Ventures Student
Health Net

AlanG.Mayhew
DanaD.D’€elia Manager, Revenue Analysis
Director, Hospital Contracting Planned Parenthood of Connecticut
Y ale-New Haven Health System

RobertNelb
SarahM.Gaignat Student

Strategic Planning
JulieStanford

Arif Toor
Chief ExecutiveOfficer
Kabot International Inc.

Rick Zitkus
Director, Provider Solutions
Optumhealth Financial Services

AnnD.Gineo Business System Analyst
SVP& Actuary University of Connecticut Health Center
The Segal Company

0k

Certification — Make It
Happen for You

By Bill Wollman, Chairperson, Certification

TheCertified Heal thcareFinancial Professional (CHFP) designa-
tionisearned by successfully completing HFM A’ scertification
program. This is the first step in achieving the designation of
Fellow of the Healthcare Financial Management Association
(FHFMA).

Thecertification programisdesignedto prepareindividuals
for increasingly responsible positionsin the healthcare finance
industry. BeingHFMA certifiedindicatesthat certified members
have demonstrated comprehensive understanding and profi-
ciency of HFMA's defined body of knowledge in healthcare
financial management overall and in the specialty areas.

Survey results have shown a strong relationship between
certificationand career advancement. Certified membersof HFMA
tendtoearnahigher annual salary andaremorelikely tobehired
for upper-level positions in healthcare finance. They are re-
spected members of the healthcare |eadership team.

For a copy of the HFMA Certification Brochure call Bill
Wollmanat (860) 646-6383. Thisbrochuresummarizesinforma
tionabout program requirements, includesappli cation and order
forms, and containsinformation about the HFMA Certification
Maintenance requirements.

QUALITY
REIMBURSEMENT
SERVICES

Partnerships
Presence
Experience

* Medicare Appeals & Reopenings
* Disproportionate Share (DSH) Analysis
- Medicare Eligible Days
- 551 Proxy
- OA Davs
- Other Medicaid Proxy [ssucs
* Medicare Bad Debt Analysis
* Capital Cost Reimbursment Heview

www.qualityreimbursement.com
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CT HFMA Summer Outing at the
New Britain Rock Cats

By Joe Pajor

The Connecticut HFMA Chapter was well represented as
chapter members, their families and friends enjoyed asunny
Sunday afternoon Double AA minor |eague game featuring
the New Britain Rock Cats, the Minnesota Twins affiliate,
against the Portland SeaDogs, the Boston Red Sox affiliateon
July 13.

Board member and Past President Lou D’ Auriarepre-
sented the chapter in opening game ceremonies throwing
out the first pitch. The 73 individuals representing the
Chapter saw an exciting gamewiththe Rock Catswinning
54.

Thismarked the chapter’ sfirst attempt to sponsor an
outing at aminor league game. Based on its success, it
looksto beayearly event. Next year’ sgamewill try to
featuretheRock Catsplayingthe Trenton Thunder, the
New York YankeesAA Minor Leagueaffiliate.

ES 0 of ining
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Hospital Pricing — A Complex Payment
System Equals Complex Pricing

By Janet F. Roemer FHFMA

Defensible pricing is one of the “hot topics’ in the healthcare
industry. Infact thetopichasgenerated somuchinterest that HFMA
(Healthcare Financial Management Association) in conjunction
with AHA (American Hospital Association) published a report
named “ Reconstructing Hospital Pricing Systems.”

What’scausing such interest in hospital prices?

There are several factorsdriving thisinterest. First isthe shift of a
greater percentageof healthcare cost from compani esto employees.
Asemployees, the consumer becomesresponsiblefor more out-of -
pocket expenses. Interestinthe pricethey arepayingfor aparticular
servicegrows. Also consumersnow havetheability to shop around
to find out what hospitals charge for a particular service. Price
transparency in the industry has opened a new door.

Ahospital providesaservicejustlikeother companies, soit should
bepretty easy toset prices. Right?

Well to aconsumer that makes sense. But those of usin the hospital
industry know it’s not that simple.

Let’slook at thesimilaritiesand differencesbetween how hospi-
talsand, let’ skeepitsimple, alocal diner, set pricesandget paid. Like
the local diner, hospitals buy products; they have overhead ex-
penses and set prices accordingly with the expectation of making a
profit margin sufficient to meet their financial needs. Consumers
understand that. When aconsumer goesto “ Joe' sDiner” for asteak
dinner they expect to pay the same price on Joe’' smenu that anyone
elsethat visitsthe diner will pay. Well that’ strue for the diner, but
aswe in healthcare know, that is not true in our industry.

Sowhy doesn’t ahospital set apricejust likeJoe sDiner?
When hospitals set a price, they rarely receive that price. Outside
forces, beyond the hospital’s control, complicate the process.
Hospitalshaveto negotiaterateswith insurance companiesthat are
uniquetoanindividual insuranceplaninorder toget paid. Hospital s
also provide servicesto patientsinsured by the government (M edi-
careand Medicaid). Inorder to provide servicesto these consumers
a hospital accepts what Medicare and Medicaid pay. The rates
hospitals receive from these government agencies usually don’t
cover hospitals costs, creating shortfalls. Hospitals also provide
servicesto consumerswho are underinsured, don’t have insurance
and to the indigent.

How can ahospital possibly set defensible priceswhen all these
variablescomeintoplay?

It snot easy. Weneed to keep thehospital pricingmodel simpleand
rational so that we can explain our pricesto consumers.

Sowhat factor saffect how ahospital setsaprice? L et’sexamine
someelementsthat gointodefensiblepricing.

Market Forces — Hospitals need to compare their rates with their
competitors. It's important to know your competitors. Hospitals
competefor businesswith other hospitals, physiciansand specialty

companies such as independent laboratories. A second market
forceisthe rate paid by health plan payers. A hospital also needs
to understand the number of patients who receive services at the
hospital from each payer, that is, payer mix. And finally most
hospitals, unlike other businesses, have a mission to provide
community benefits through reduced cost and free care.

Cost — It simportant that hospitalsknow thefully loaded cost to
provide a service. What is the true cost of providing a particular
service?

Quality — What makes the quality of service at one hospital so
much better than the hospital down the street? There is added cost
associated with excellent quality and it needsto befactoredinwhen
setting aprice.

Financial Requirements — A hospital needs to set a reasonable
profit margintoensurestability. Thepriceof hospital servicesmust
be sufficient to meet al the hospital’ sfinancial requirements.

Justfor anexample, let’ spretend that oneof theser vicesahospital
providesisasteak dinner just likeJoe' sDiner.

A steak dinner on Joe’' s Diner’ smenu is $40. Every customer who
ordersthat steak dinner will pay Joe $40 for the dinner. Now Joe's
competitor Green L eaf Hospital wouldliketo set thepriceat $40, but
every customer who comes through their door won't pay $40, like
Joe' s customers. Green L eaf Hospital has determined if they were
paid the same amount from al their customers they could match
Joe’' sprice. Duetomarket forces, thequality of their steak dinner and
their commitment to provide free steak dinners to those in need,
Green Leaf Hospital will need to charge $60. If Greenleaf does not
charge the higher price, Green Leaf Hospital will not meet their
financial requirements and will be out of business.

It's not surprising that hospital s receive complaints from con-
sumers. The complexity of the payment system has madeit impos-
sible to price hospital servicesin away that consumers can easily
understand.

Sowhat isahospital todo?
We need to educate consumers. Hospitals need to let consumers
know the factors that go into setting prices.

What pricingmethodsar eused throughout theindustry?

Gross charges, the price a hospital charges, may be based on a
combination of factors, including the highest allowablechargeina
contract, and cost and marketplace consideration, such asbeingin
aparticular percentile of the marketplace.

Pricesgoup everyyear.Howdohospitalsadjust char gesannually?
Prices are increased across the board.
Some hospitals adjust prices on departmental cost-to-charge
ratios.
Some hospitals set prices using market rate information.
Continued on page 10
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National HFMA
Education
Opportunities

Revenue Cycle Strategies Conference
LasVegas, October 27-29, 2008

HFMA Web Casts — Strapped for Cash Hospitals and
Physicians Joint Ventures
October 27,2008

Regional Chapters:
HFMA Metro NY Chapter Annual Medicaid Seminar
October 29, 2008

HFMA Critical Access Facilities
April 29-30,2009

A

E-Learning —
Web-based training delivered over the Internet or Intranet
www.HFMA.org

Focus
* AvoidingClaimsDenials
 ClaimsDenial Management
* Finance Suite
*Billing Suite
* Cost Control
* Benefits
« Education from industry experts
 Desktop lessons with post-tests
» Compliance, Medicare and regul atory
« Performanceimprovement
» Measurable Talent development

HHHE

Check theCT HFMA Web site
for upcomingChapter Educational Opportunities

Hospital Pricing
Continued from page 9

Some hospitals selectively increase prices based on pricing
sensitivity.

But most hospitalsuse acombination of theabove.

A model of Market-Based Strategic Pricing is a more explainable
pricing methodol ogy that hospitalsareusingtoday. Itiscommonfor
ahospital to hireconsultantsto compare hospital pricestoindustry-
wide accepted benchmarks. Thismethod appearsto be moredefen-
sible to the consumer. Pricing is never easy, but the healthcare
industry needs to find methods of pricing that help them achieve
financial stability and offer pricesthat can be explained to patients.

Notes from the Editor

I think I [ call my columnthisissue” DoubleV”
—Voteand Volunteer.

In afew weeks we will be electing a new
President. It’s very important that we get out
and vote. Our healthcare systemishbrokenand
we can't continue to survive with a bandaid
approach. Every one of us has an obligation to look at each
candidate’ sposition. Weneed to ook at the candidate and stop
voting along party lines. Our country is suffering because so
many of us over the years have not voted their conscience but
taken the position of afollower and voted either Democratic or
Republican. | am guilty of thistoo.

Our country isin such distress that we must discard party
linesand votefor the person weeach believewill dothebest for
our country. Familiarize yourself with each candidate’ s posi-
tions; understand each person’ splansfor thefuture. L ook at the
quality of the candidate. Doesthe candidate havethe country’s
best interest at heart? Doesthe candidate havetheability tolead
our country inour troubledtimes?| urgeyoutotakethetimeand
study the positions of each candidate. L et your voice be heard
and cast your ballot in the November election!

| hopeall of youjoined HFM A becauseof thegreat programs
and networking opportunities. HFMA is a great organization
becauseof itsmembers' involvementintheorganization. There
isacall tovolunteer in thispublication. Please consider volun-
teering your time to help with next year’s Region 1 meeting.
HFMA will benefitfromyour timeandyouwill benefit fromthe
experience.

Pleaseemail mewithyour comments: roemer;jf @att.net

Janet F. Roemer FHFMA

Editorial Policy

The statements and opinions appearing inthearticlesarethose
of theauthorsand not necessarily those of CT HFM A Chapter,
or the editor. The editor reservesthe right to edit material and
accept or reject contributions whether solicited or not. All
correspondence is assumed to be a release for publication
unless otherwise indicated.

Article Submission

CT Scanner encouragessubmission of material for publication.
Articles should be typewritten and submitted el ectronically to
the editor by the deadlinelisted below. The editor reservesthe
right to edit, accept or reject material swhether solicited or not.
HFM A Founder sPointsaregrantedfor any articlepublishedin
the CT Scanner.

January Newsletter
Deadlinefor Submission January 16, 2009



Mediation: A Welcome Alternative to a Formal PRRB Appeal

Continued from page 6

the mediation that sets the parametersfor the process. Essentially,
inthat agreement the parties stipul ate asto the confidentiality of the
processandthat settlement pursuant tothemediationwill bebinding
on all participants.

Oncetheagreement isexecuted, thepartieswill thenmeet withthe
Mediator, generally for several hoursat theintermediary’ s offices,
and attempt to reach aconsensus on aresolution of theissues. If the
partiesare ableto fully resolvethe case asaresult of the mediation,
the parties will prepare and sign a“ Settlement Agreement” at the
conclusion of themediation andthecasewill beclosed. If theparties
are unable to resolve all issues under appeal, the case will be
scheduled for hearing and the PRRB
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by the neutral mediator’ s ability to conduct frank, private discus-
sions among the parties.

Wheretheprovider andintermediary haveattemptedtraditional
settlement negotiations (e.g. reopening requests or proposals for
administrative resol ution) without success or animpasse has been
reached andthepartiesbelievethat theinvolvement of athird-party
neutral will facilitate further progress and/or final resolution, the
mediation alternative presents a forum that could accommodate
such a resolution. In some cases, the parties need to hear an
eval uation of the casefrom someoneother thantheir ownrepresen-
tatives, such as a Mediator.

Beforemediation can commence,

appeal will proceed asanormal, for-
mal appeal.

Whiletheideal outcomeistosettle
all issuesin the appeal and closethe
case, the mediation processisnot an
“al-or-nothing” process. The par-
ties, for example, may agree on the
resolution of only some of theissues
leaving the remaining issues to be
adjudicated by the Board. If that is
theresult, the partieswill be advised
of a new briefing schedule for the
remaining issues and a date for the
hearing will be set as in a normal

Before mediation can commence,
the facts should be sufficiently
devel oped to permit the parties to
make informed decisions concerning
the ultimate disposition of the
dispute. A provider should not
request a mediation if it has yet
to get its facts straight.

the facts should be sufficiently de-
velopedto permit the partiesto make
informed decisions concerning the
ultimatedisposition of thedispute. A
provider should not request amedia-
tionifithasyettogetitsfactsstraight.
Also, both parties must be prepared
to discuss settlement and be willing
to resolve the case short of aformal
PRRB hearing. Individuals who are
convinced that “their way istheonly
way” or tendtohold personal grudges
should be left at home. If such indi-
viduals are necessary to the presen-

appeal.
In reaching a decision as to

whether aparticular disputeisacandidatefor mediationtherearea
number of factorsto consider. It isimportant to identify the nature
of the problem that is preventing a resolution of the dispute, for
example alack of communication between the parties may be the
principal stumblingblock and aface-to-facemeetinginthepresence
of an informed neutral party may serve to overcome that problem.
Also, theremay betechnical or complex factual issuesor legal issues
that need to be fully explored to facilitate a reasonabl e settlement.

A semi-formal mediation discussion may beall that isneeded to
break a negotiation stalemate. The intervention of a neutral party
may serveto defusethehostileatmospherethat prevented meaning-
ful discussionsinthepast. Themediationitself allowstheevaluation
by aneutral party of dispositive factual, legal or settlement issues.
A presentation of its case by the parties on each side to decision
makers on the other side aids in allowing each to understand the
position of the other.

Both partiesmust bewilling to engagein mediation, andit helps
if the parties or their representatives are experienced in mediation
techniques. Of course, not every caseor situation isappropriatefor
the use of mediation and there are a variety of factors that can be
considered as either supporting the use of mediation or making the
useof mediationlesslikely inaparticular case. Generally wherethe
parties expect to have continuing relationships, such as a provider
and itsintermediary, a cooperative, informal negotiationis prefer-
abletoaformal adversarial proceeding. Thenatureof thecaseshould
be compatiblewith aneed for problem solving or the devel opment
of creativealternatives. Possibilitiesof settlement may beimproved

tation of the case, the better course
would probably be aformal hearing
with direct and cross examination.

Any case involving the provider's dispute with adjustments
stemming from clearly stated program regulations or general in-
structions are not candidates for mediation as arule. Also, if the
M edi carereimbursement disputeresultsfroman adjustment that is
clearlyinerror orif adisallowancecanbecured by simply submitting
additional documentation that was not available at the time of the
audit, the intermediary should be willing to revisit itsinitial audit
determination and reopen and revise the cost report on its own
rather than involving the intervention of a“neutral.”

Onbalance, themediation alternativehasagreat deal of potential
and should be considered by most providers with cases currently
pending before the PRRB, either individually or through group
representation by their parent chain organization. Having been
involvedinthesuccessful mediation of several PRRB casesover the
years, my experiencewith the process has been quite encouraging.
A final thought weighing on the side of this alternative is that a
resolution by mediation, similar to any pre-hearing administrative
resolution that results in a reversal or modification of an
intermediary’ s determination to the satisfaction of both parties, is
informally made. It therefore does not become amatter of “public
record” asdoesaPRRB decision. Oncemade, thesettlementistruly
“final” in the sense that there is no post-resolution time period
whereinan appealing provider must worry about an overturn of the
“decision” by higher administrative authority followed by pro-
tracted and costly litigation. If successfully negotiated, everybody
truly wins.
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