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Medicare 2010 Final Rule 

Overview
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Area Wage Index

ÅApplies to discharges beginning October 1, 2009 

ÅRural Facilities Requesting Reclassification
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Fiscal Year Current Location 

AHR Comparison

New Location

AHR  Comparison

2010 106% 86%

2011 106% 88%



Area Wage Index

ÅAWI-Labor Share Change to 68.8%

ÅOccupational Mix-no penalty for non-reporting 

ÅMGCRB reclassifications 

Å508 Reclassifications: Expired on September 30, 2009, 

No extension of provision

ÅLugar Reclassifications: Hospitals qualifying for both 

Lugar and MGCRB must choose and withdraw 

MGCRB if they want Lugar to apply 
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Texas Rural AHW Trend

A Wage Index increase change of 1.0 %translates into  estimated  

Medicare payments of $5.3 Million   
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Federal DSH 

ÅRural Referral Centers, SCHôs,  MDHôs  and large 

rural hospitals-No Cap on DSH %

ÅRural hospitals under 500 beds are capped at 12%, 

unless MDH or RRC

ÅIP Observation days excludedand Labor room 

days are now  includedin federal DSH formula
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Federal DSH Considerations 

ÅOperating bed conversions 

ÅInternal controls for capturing and reporting 

observation days and labor room days 

ÅLoss of MDH or RRC status
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Other IPPS  

ÅCapital 

ïPostpone the adoption of a coding adjustment to the capital 

rate

ïMay apply prospective adjustment based on FFY 2008 and 

2009 data analysis 
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Other IPPS  

ÅGME

ïGraduate Medical Education-New Programs
ÅIs program director new?

ÅIs the teaching staff new?

ÅAre there new residents?

ÅIME 

ïObservation beds days are not included in the IME 

adjustment and bed count for DSH qualification 

purposes

ïCapital IME reinstated
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Rural Hospitals 

Å Rural Referral Centers

ïHospitals with fewer than 275 beds can qualify for RRC 

status if CMI is at least:

Å1.4667, or, the Median CME value  for the  census region where 

hospital is located. Median value for Texas is 1.4692

ÅCost report 2007 has at least 5,000 discharges or Median number of 

discharges of 7,254.

ÅEffective 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 
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Critical Access Hospitals  

Å Clinical Diagnostic Laboratory

ïClinical lab is paid 101% of cost effective for services July 1, 

2009. 

ïMust meet provider based requirements  

ïPatient does not have to be physically present in the CAH at 

time specimen is taken  

ïModifier code to be used for tracking payments for these 

types of services 

ïConsolidated billing rules still apply 
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Critical Access  Hospitals

ÅOptional Payment Method 
ïMethod 2 paid at 100% of costs, not 101%

ÅAmbulance services-No Change in 2010 

ïPaid at reasonable costs if furnished by a CAH or 

entity owned or operated by a CAH; and,

ïIf only supplier or provider within the 35 mile drive 

rule. 
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Medicare Bad Debts

ÅCAH gets 100% of bad debt expense   

ÅContractors disallow bad debts if not returned from 

collection agency

ÅReview write-off procedures to claim bad debt

ÅReview prior year bad debts not claimed
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TriCare -Change to CAH Reimbursement

ÅInpatient and outpatient services/admissions on or 

after December 1, 2009: 101% cost reimbursement 

ÅSubject to lower of costs or charges limitation
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Medicare Dependant Hospitals (MDH)

ÅPaid higher of 25% federal and 75% hospital specific 

rate

ÅClarification effective 10/1/2009-payment includes 

budget neutrality adjustment of .982557 for DRG years 

1993 ï2002 

ÅPotential loss in payments to some MDHôs where 

hospital specific rate is below federal rate. 
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Texas Medicaid Update

ÅState Disproportionate Share 2010

ïDSH participation fee assessment

ïIncorporation of required CMS audit rule

ïOther technical changes for state DSH calculation

ïTiming and implementation considerations

ïDelay in state DSH payments-January 2010

ïFinancial statement considerations
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Cost Report Changes

ÅNew cost report, effective for periods beginning 

middle of 2009 

ÅNew cost center-implantable devices-Jan 1, 2010

ÅData used for 2013 IPPS rule making

ïMedical Supplies Charged to Patients

ïImplantable Devices  Pacemakers, Intraocular 

Lens), Other Implants, Investigational Devices

ïCapture charges & costs
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Provider Enrollment

ÅAs a provider or supplier you are also required to 

revalidate the accuracy of your provider enrollment 

information every FIVE (5) years or face potential 

deactivation of your Medicare billing privileges. 

Å42 C.F.R. §424.515 mandates: ñThe provider or 

supplier [after the initial enrollment] then enters a 

5-year revalidation cycle once a completed 

enrollment application is submitted and validated.ò
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APPEALS
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Key Points Related to New PRRB Rules

ÅFundamental shift in the appeals process

ÅBecame effective August 21, 2008 for existing appeals

ÅApplicable to cost reports filed on or after December 31, 2008

VProtest Line (specific issues with estimates)

VSpecific Audit Adjustment

ÅTimely filed if receivedwithin 180 days from the NPR date

ÅOnly 60 days to add any additional items (240 days total) 

ÅMedicaid Appeals, timely filed if within 120 days of Medicaid 

NPR
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QUESTIONS & DISCUSSION
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Revenue Cycle:

What Should You Know
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Importance of Revenue Cycle

ÅAffect on reimbursement ïcharge capture 

ÅManaged Care contracting ïrepresentation of 

services

ÅCoordination of care
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The Revenue Cycle

Overview
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Administrative Support

ÅExecutive Management

ÅInformation Technology

ÅPricing

ÅGovernment Reimbursement

ÅFinancial Services

Business Office Services

ÅClaim edits

ÅClaim submission

ÅCollections

ÅCustomer service

ÅBilling adjustments

ÅCollection Agency management

Patient Access Services

ÅRegistration

ÅPatient Demographics

ÅFront End Collection

ÅInsurance Verification

ÅPre-certification

ÅRe-certification

ÅEligibility services

Health Information Management

ÅCoding

ÅRecords maintenance

ÅChart compliance and Audits

ÅRelease of Information

REVENUE 

CYCLE

PROCESS

Clinical Departments

ÅCharge capture

ÅData entry

ÅCharge reconciliation

ÅClinical documentation

ÅOrder documentation
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Impact of Poor Revenue Cycle 

Operations

Reimbursement

ÅMissed revenue opportunity (all methodologies)

ÅDelayed payment; increased back-end rework

ÅIncreased days in accounts receivable

ÅInadequate data for contract negotiation

Regulatory Compliance

ÅExpensive penalties

ÅInaccurate billing leading to 

payer denials

ÅMedicare (RAC/MAC/MIC 

inquires

Patient Satisfaction

ÅIncorrectly billing or re-billing 

patients, leading to patient 

dissatisfaction
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CASE STUDY: 

The impact of re-design
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Scenario

A Rural Facility has experienced a flat volume 

growth rate during the last 12 months, a steady 

decrease in revenue, and an increase in payer 

denials
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Goals

ÅImprove revenue through better charge 
capture management

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

ÅIdentify documentation and coding 
opportunities
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Assessing the Current State

ÅPayer Denial Review

ÅEncounter Form Review

ÅBilling & Documentation Review

ÅComplete Charge Capture Flow
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General Findings

Charge Capture

Lack of tools

Poor maintenance

Inconsistency 

between tools and 

systems

Inconsistent code/Lost 

charges

Systems disconnects

Lack of CDM 

knowledge

Lack of dedicated 

resources to ensure 

charge capture

High number of late and 

lost charges

Order Entry
Charge

Description 

Master

Accountability
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General Findings

Billing and 

Reimbursement

High number of late 

charges for services

Monitor coding and 

documentation delays

Incorrect billing 

processes

Incorrect revenue code 

assignments

Incorrect procedure and 

modifier code selection

Deleted codes

Unworked denials

Lack of denial tracking and 

resolution

Failure to update billing edit 

software

Lack of communication 

throughout the revenue cycle

Billing CDM Denials
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General Reimbursement Findings

Annual Gross Revenue Impact

Lost Revenue

ÅCharge Capture $  1.5M

ÅBilling Errors $    .6M

ÅDenial Mng $    .5M

ÅTotal $   3.0M

Charge Capture Gaps

Billing Gaps

Denial Management Gaps

30%

20%

50%
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Project Accomplishments

V Charge capture tools  and process redesign

V CDM data elements updated to represent accurate codes and 

services provided

V Billing processes re-designed 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
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Qualitative Benefits

ÅImprove revenue cycle employee communications

ÅImprove customer service

ÅImprove patient satisfaction

ÅElimination of billing and charge capture bottlenecks and 

re-work

ÅDefined responsibilities and accountabilities

ÅImprove compliance 
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Quantitative Benefits

METRIC 
PRIOR TO 

PROJECT 

 6 MONTHS POST 

PROJECT 

Monthly Gross Revenue 

(compared to budget) 
-15% 1% 

Decrease Payer Denial  

(% of gross revenue) 
25% .1% 

Late Charges  

(% of gross revenue) 
50% .03% 
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MONITORING
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Measuring Progress and 

Staying on Track

ÅDaily departmental reconciliation reports monitored 

by Administration

ÅRandom compliance and nurse audit reports to assure 

compliance with policies and procedures

ÅAudit any new system implementation or other 

process changes that may effect the revenue cycle
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THE NEW ERA Of Fraud 

Investigations 
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MAC,  RAC and MIC

ÅMAC - 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 letters 

to facilities and providers.

ÅRAC ïMedicare Recovery Audit Contractor (Connolly)

Responsible for identifying claim issues associated with specific audit areas. 

ÅMIC ïMedicaid Integrity Contractors

Contractors responsible for auditing Medicaid claims to identify and prevent fraud. 

Currently submitted record requests to facilities and providers.
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MAC

ÅMandated - Medicare Contracting Reform (or section 911 of the 

Medicare Prescription Drug, Improvement, and Modernization 

Act of 2003) 

ÅReplace the current contracting authority to administer the 

Medicare Part A&B and DME programs including combating 

fraud

ÅMedicare A/B MAC for Texas (Jurisdiction #4) ïAwarded to 

Trailblazer Enterprises 8/3/07
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The Texas RAC Contractor

Connolly Consulting Associates, Inc. (Connolly)

50 Danbury Road

Wilton, CT 06897

Contingency Fees - 9% 
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The Medicare RAC Mission

ñThe RAC programôs mission is to reduce 

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 

paymentsò
× Note: all Medicare Payments will be subjected to RAC review
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SOURCE:  RAC Data Warehouse

Medicare Demonstration Results

Overpayments Collected by Provider Type Overpayments Collected by Error Type

Inpatient 

Hospital

Outpatient Hosp/IRF/SNF
DME

Physician/Ambulan

ce/ Lab/Other

14%

1%

1.5%
84%

RACs collected $980 million dollars, March 2005 ïMarch 2008

Medically 

Unnecessary

40%

Incorrectly 

Coded

35%

Other

17%

No/Insufficient 

Documentation

8%

CMS has not updated the figure of $980 million to 

reflect successful appeals through 6/30/08 
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Medicare RAC Target Areas

ÅAll Medicare Providers

ïHospitals

ïInpatient Rehabilitation

ïPhysicians

ïOther Medicare Providers

ÅMedically Unnecessary Services

Å Incorrect Coding

ÅPoor Documentation
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RAC Phase In Schedule  ï2010 

(Texas is a Green State)
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Medicaid

ÅMandated - The Deficit Reduction Act of 2005 (ñDRAò), 

specifically Section 6034 to combat Medicaid fraud

ÅMedicaid Integrity Contractors (ñMICò) conduct audits

ÅTargets

ïHospitals (including Children's Hospitals)

ïPhysicians

ïOther Medicaid providers
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MIC Target Areas

Å Physicians/Practitioners

Å Hospitals

Å Home Health

Å Ambulance / Transportation

Å Laboratory

Å DME

Å Nursing Homes

Å X-ray

Å Dialysis Facilities

Å Pharmacy
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MIC Target Areas

Å Physicians/Practitioners

Å Hospitals

Å Home Health

Å Ambulance / Transportation

Å Laboratory

Å DME

Å Nursing Homes

Å X-ray

Å Dialysis Facilities

Å Pharmacy
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Challenges

ÅIncorporating RAC requests into daily workload

ÅIdentifying and fixing the problems

ÅCoordination of appeals

ÅFinancial Impact Reporting

ÅMonthly Reserve Procedures

ÅBond Covenants

ÅDue Diligence
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Most Common Audit Findings

ÅMedical Necessity Criteria Not Met

ïRehabilitation

ïOutpatient Observation

ÅIncorrect Coding/Billing

ïIncorrect CDM codes

ïIncorrect units of services (Pharmacy)

ïIncorrect Infusion therapy billing
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New CMS Approved Audit Issues 

(Examples)

Å CMS has approved the following new audit issues for Connolly

ï Blood Transfusions (correct billing of services)

ï Procedure code units (correct billing units for services without specified time)

ï IV Therapy (correct billing of services, units and modifiers)

ï Bronchoscopy Services (correct billing units)

ï Once ïin ïa lifetime procedure (incorrect units of service)

ï Pediatric age billing (incorrect billing for services provided to patientôs older than pediatric 

age limits)

ï Pharmacy unit billing (incorrect billing units for drugs)
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Be Proactive!

ÅChart audits ïknow your risk

Å Implement corrective action plans

Å Implement a RAC team

ÅAppeals (internal vs. external resources)

Å Implement workflow tools

Å Internal vs. External

ÅSeek independent/external assistance  
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Chart Audits

ÅInternal and/or external auditors

ÅFocus on risk areas

ÅConservative approach 

ÅCreate action plans
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Facility RAC Team 

ÅComprehensive Team
ïClinical

ïOperational

ïFinancial

ïRevenue Cycle

ïHealth Information Management

ïCompliance

ÅOversight Responsibilities 
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Workflow Tools

ÅAutomated tools (multiple users)

ÅTracking capabilities

ÅReal time reporting

ÅDeadline alerts

ÅReporting capabilities (trends, financial, success 

rate)
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RespondïDonôt Just React 

ÅPlan

ÅCommunicate

ÅAnalyze

ÅCreate action plans

ÅRecognize trends 

ÅMonitor RAC communications

ÅKnowledge is key



QUESTIONS & DISCUSSION
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Traudi Bandura, Reimbursement

Cedrial Moore, Revenue Cycle

CampbellWilson,LLP

Healthcare Consulting

(214) 373-7077 

tbandura@campbellwilson.com

cmoore@campbellwilson.com
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