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Medicare 2010 Final Rule
Overview



A Applies to discharges beginning October 1, 2009
A Rural Facilities Requesting Reclassification

2010 106% 86%
2011 106% 88%




A AWI-
A Occu
A MGC

_abor Share Change to 68.8%
pational Mixno penalty for nofreporting

RB reclassifications

A 508 Reclassifications: Expired on September 30, 200!
No extension of provision

A Lugar Reclassifications: Hospitals qualifying for both
Lugar and MGCRB must choose and withdraw
MGCRB Iif they want Lugar to apply



Texas Rural AHW Trend

Yearly AHW Increase
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A Wage Index increase changeldd %translates into estimated
Medicare payments 5.3 Million




ARur al Referral Centers,
rural hospitaldNo Cap on DSH %

A Rural hospitals under 500 beds are capped at 12%
unless MDH or RRC

A IP Observation daysxcludedand Labor room
days are nowincludedin federal DSH formula




A Operating bed conversions

A Internal controls for capturing and reporting
observation days and labor room days

A Loss of MDH or RRC status



A Capital
I Postpone the adoption of a coding adjustment to the capital
rate

I May apply prospective adjustment based on FFY 2008 and
2009 data analysis



A GME
I Graduate Medical Educatiddew Programs

A'1s program director new?
A Is the teaching staff new?
A Are there new residents?

A IME

I Observation beds days are not included in the IME
adjustment and bed count for DSH qualification
purposes

I Capital IME reinstated



A Rural Referral Centers

I Hospitals with fewer than 275 beds can qualify for RRC
status if CMI is at least:

A 1.4667, or, the Median CME value for the census region where
hospital is located. Median value for Texas is 1.4692

A Cost report 2007 has at least 5,000 discharges or Median number o
discharges of 7,254.

A Effective for services provided on or after January 1,
2010, rural hospitals and SCHs having 100 or fewer
beds will no longer be eligible for hold harmless TOPs



A Clinical Diagnostic Laboratory

" Clinical lab is paid 101% of cost effective for services July 1
2009.

Must meet provider based requirements

Patient does not have to be physically present in the CAH a
time specimen Is taken

Modifier code to be used for tracking payments for these
types of services

Consolidated billing rules still apply



A Optional Payment Methad
I Method 2 paid at 100% of costs, not 101%
A Ambulance servicesNo Change in 2010

| Paid at reasonable costs if furnished by a CAH or
entity owned or operated by a CAH; and,

I If only supplier or provider within the 35 mile drive
rule.



A CAH gets 100% of bad debt expense

A Contractors disallow bad debts if not returned from
collection agency

A Review writeoff procedures to claim bad debt

A Review prior year bad debts not claimed



A Inpatient and outpatient services/admissions on or
after December 1, 2009: 101% cost reimbursement

A Subject to lower of costs or charges limitation



A Paid higher of 25% federal and 75% hospital specific
rate

A Clarification effective 10/1/200®ayment includes
budget neutrality adjustment of .982557 for DRG year
19931 2002

APotential |l oss in paymen
hospital specific rate Is below federal rate.



A State Disproportionate Share 2010
I DSH participation fee assessment
I Incorporation of required CMS audit rule
I Other technical changes for state DSH calculation
I Timing and implementation considerations
I Delay in state DSH paymenrisnuary 2010
I Financial statement considerations



A New cost report, effective for periods beginning
middle of 2009

A New cost centeimplantable devicedan 1, 2010

A Data used for 2013 IPPS rule making
I Medical Supplies Charged to Patients

I Implantable Devices Pacemakers, Intraocular
Lens), Other Implants, Investigational Devices

I Capture charges & costs



A As a provider or supplier you are also required to
revalidate the accuracy of your provider enrollmer
Information every FIVE (5) years or face potential
deactivation of your Medicare billing privileges.

A42CFR8 24.515 mandates:
supplier [after the initial enrollment] then enters a
5-year revalidation cycle once a completed
enrol |l ment applicati on



APPEALS



A Fundamental shift in the appeals process

A Became effective August 21, 2008 for existing appeals

A Applicable to cost reports filed on or after December 31, 2008
V Protest Line (specific issues with estimates)
V Specific Audit Adjustment

A Timely filed if receivedwithin 180 days from the NPR date

A Only 60 days to add any additional items (240 days total)

A Medicaid Appeals, timely filed if within 120 days of Medicaid
NPR



QUESTIONS & DISCUSSION




RevenueGydie:
Wihat Should You Know



mportance of Revenue CycCi

A Affect on reimbursemerit charge capture

A Managed Care contractiiigrepresentation of
services

A Coordination of care



The Revenue Cycle
Overview



Clinical Departments Administrative Support

ACharge capture A Executive Management

AData entry A Information Technology
ACharge reconciliation APricing

AClinical documentation R EVE N l ' E A Government Reimbursement
AOrder documentation A Financial Services
Patient Access Services CY C L E

A Registration BusinessOffice Services
A Patient Demographics P R O C E S S AClaim edits
AFront End Collection AClaim submission
Alnsurance Verification ACollections
A Precertification ACustomer service
ARe-certification ABilling adjustments
AEligibility services ACollection Agency management
Health Information Management
ACoding

ARecords maintenance
A Chartcompliance and Audits
ARelease of Information




Impact or Poor Revenue Cycl

Oﬂe rations

Reimbursement
A Missed revenue opportunity (all methodologies)
A Delayed payment; increased baakd rework
A Increased days in accounts receivable
A Inadequate data for contract negotiation

Regulatory Compliance Patient Satisfaction
A Expensive penalties A Incorrectly billing or rebilling
A Inaccurate billing leading to patients, leading to patient
payer denials dissatisfaction
A Medicare (RAC/MAC/MIC
iInquires




CASE STUDY:
The impactofredesign



Scenaric

A Rural Faclility has experienced a flat volume
growth rate during the last 12 months, a steady

decrease Iin revenue, and an increase In payer
denials



Soal

(/

A Improve revenue through better charge
capture management

A Implement performance measures and
monitoring tools to ensure appropriate
documentation charge controls for all
revenue centers

A Identify documentation and coding
opportunities



ASSesSsINg tne Current stat

A Payer Denial Review
A Encounter Form Review
A Billing & Documentation Review

A Complete Charge Capture Flow



Gener

Order Entry

Lack of tools

Poor maintenance

Inconsistency
between tools and
systems

al Findings

Charge(Gapitere

Charge
Description

Master

Inconsistent code/Lost
charges

Systems disconnects

Lack of CDM
knowledge

Accountability

Lack of dedicated
resources to ensure
charge capture

High number of late and
lost charges




General Findings

Billing; and
Reimbuksemnent

Billing CDM Denials
High number of late Incqrrect revenue code Unworked denials
charges for services Sotlgile s Lack of denial tracking and
resolution
Monitor coding and Incorrect IOfOCGdllJre and Fa}:lure to update billing edit
documentation delays modifier code selection software
Deleted codes Lack of communication

Incorrect billing

processes throughout the revenue cycle




General Reimoursement Finaing:
Annual Gross Revenue ' impac

Lost Revenue

A Charge Capture $ 1.5M
A Billing Errors $ .6M
A Denial Mng $ .5M
A Total $ 3.0M

30%

50%

O Charge Capture Gaps

B Billing Gaps

O Denial Management Gaps




~I0JeCt ACCOMpliIshments

<

Charge capture tools and process redesign

CDM data elements updated to represent accurate codes and
services provided

V Billing processes relesigned to minimize late and lost
charges

V Implemented denial management program include, tracking,
root cause analysis and solution implementation

V Developed ongoing revenue cycle training program for new
and current employees

<



Qualitative benetit

(03

(L

A Improve revenue cycle employee communications
A Improve customer service
A Improve patient satisfaction

A Elimination of billing and charge capture bottlenecks and
re-work

A Defined responsibilities and accountabilities
A Improve compliance



Quantitative benetits

R R
(compared to budgel) o0 =
Decrease Payer Denial 2504 1%
(% of gross revenue)
Late Charges 50% 03%

(% of gross revenue)




MONIMORING



Vieasuring Frogress an

Staying on I'rack

ADaily departmental reconciliation reports monitored
by Administration

ARandom compliance and nurse audit reports to assure
compliance with policies and procedures

AAudit any new system implementation or other
process changes that may effect the revenue cycle



THE NEW ERA QfiFraud
Investigations



VIAC, RAC and MIC

A MAC - Medicare Administrative Contractor

Responsible for reviewing claims to identify claim issues for Medicare Part A and
Medicare Part B claims. Currently submitting record requests and recoupment lette

to facilities and providers.

A RAC i Medicare Recovery Audit Contractor (Connolly)

Responsible for identifying claim issues associated with specific audit areas.

A MIC i Medicaid Integrity Contractors

Contractors responsible for auditing Medicaid claims to identify and prevent fraud.
Currently submitted record requests to facilities and providers.




VIAC

A Mandated Medicare Contracting Reform (or section 911 of the
Medicare Prescription Drug, Improvement, and Modernization
Act of 2003)

A Replace the current contracting authority to administer the
Medicare Part A&B and DME programs including combating
fraud

A Medicare A/B MAC for Texas (Jurisdiction ##)Awarded to
Trailblazer Enterprises 8/3/07



1'ne |Iexas RAC Contracto

Connolly Consulting Associates, Inc. (Connolly
50 Danbury Road
Wilton, CT 06897

Contingency Fees 9%



1'ne Meaicare RAC IVIISSIOr

NThe RAC programo0s mi
Medicare improper payments through the
efficient detection and collection of
overpayments, the identification of
underpayments and the implementation of
actions that will prevent future improper
payment so

X Note: all Medicare Payments will be subjected to RAC review



Medicare Demonstration Results

Overpayments Collected by Provider Type Overpayments Collected by Error Type

No/Insufficient

Other :
Outpatient Hosp/IRF/SNF DMEl o 17% Documentation
/ ° 8%
14% /
Physician/Ambulan Incorrectly Medically
Inpatient ce/ Lab/Other Coded Unnecessary
Hospital
1.5% 35% 40%
84%
SOURCE: RAC Data Warehouse CMS has not updated the figure of $980 million to

reflect successful appeals through 6/30/08




viedicare RAC [ ar

A All Medicare Providers

I Hospitals

N ‘ ‘ o) “~
gs:l MN\Icas

I Inpatient Rehabilitation
I Physicians
I Other Medicare Providers
A Medically Unnecessary Services

A Incorrect Coding
A Poor Documentation



RAC Phase In Schedulel 2010

(Texas Is a Green State)

CMS RAC Review Phase-in Strategy

as of 06/24/09

Earliest possible dates for Earliest possible dates for
reviews in yellow/green states reviews in blue states

e Automated Review- Black &
White Issues (June 2009)

e DRG Validation- complex
review (Aug/Sept 2009)

» Complex Review for coding * Complex Review for coding

errors (Aug/Sept 2009) errors (Oct/Nov 2009)

DME Medical « DME Medical Necessity

Reviews- complex review
(Fiscal year 2010)

e Medical Necessity Reviews-

complex review (calendar year
2010)

*Provider outreach must occur in the state prior to the beginning of any reviews



vViedicaid

A Mandated The Deficit Reduction A
specifically Section 6034 to combat Medicaid fraud

AMedicaid Integrity Contracto

A Targets
I Hospitals (including Children's Hospitals)
I Physicians
I Other Medicaid providers



MIC |arget Areas

Physicians/Practitioners
Hospitals

Home Health

Ambulance / Transportation
Laboratory

DME

Nursing Homes

X-ray

Dialysis Facilities
Pharmacy

To To To To o Do Do Do Do P



MIC |arget Areas

Physicians/Practitioners
Hospitals

Home Health

Ambulance / Transportation
Laboratory

DME

Nursing Homes

X-ray

Dialysis Facilities
Pharmacy

To To To To o Do Do Do Do P



Chnallenge:

qQ

A Incorporating RAC requests into daily workload
A ldentifying and fixing the problems

A Coordination of appeals

A Financial Impact Reporting

A Monthly Reserve Procedures

A Bond Covenants

A Due Diligence



VIOST Common Audit FINAINgS

A Medical Necessity Criteria Not Met
I Rehabilitation
I Outpatient Observation

A Incorrect Coding/Billing

ncorrect CDM codes
ncorrect units of services (Pharmacy)
ncorrect Infusion therapy billing



New CIVIS Approved Audit Issue:

n \ 4 1 &Y -
‘EXamples

A CMS has approved the following new audit issues for Connolly

Blood Transfusions (correct billing of services)

Procedure code units (correct billing units for services without specified time)
IV Therapy (correct billing of services, units and modifiers)

Bronchoscopy Services (correct billing units)

Oncerl inTi a lifetime procedure (incorrect units of service)

Pediatric age Dbilling (i ncorrect Dbilling
age limits)

I Pharmacy unit billing (incorrect billing units for drugs)




He Proactive

A Chart audits i know your risk
A Implement corrective action plans

A Implement a RAC team
A Appeals (internal vs. external resources)

A Implement workflow tools
A Internal vs. External

A Seek independent/external assistance



v |

It AUdITS

Qb

CNn

{

A Internal and/or external auditors
A Focus on risk areas

A Conservative approach

A Create action plans



—acllity RAC [eam

A Comprehensive Team
I Clinical

I Operational

I Financial

i Revenue Cycle

i Health Information Management

i Compliance

A Oversight Responsibilities



VVOrktiow | ools

A Automated tools (multiple users)
A Tracking capabilities

A Real time reporting

A Deadline alerts

A Reporting capabilities (trends, financial, succes
rate)



respond bon ot - J.i

A Plan

A Communicate

A Analyze

A Create action plans

A Recognize trends

A Monitor RAC communications
A Knowledge is key



QUESTIONS & DISCUSSION
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