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President’s	Message
I by: Rosemary Rotty

 The annual Healthcare Financial 
Management Association Mas-
sachusetts – Rhode Island (HFMA 
MA-RI)Revenue Cycle meeting was 
a two-day educational event that 

brought together key thought-leaders on restructur-
ing Medicaid and Accountable Care Organizations 
(ACOs).

Being	a	Mentor
I by: Jeff Zegas
On August 4, the IRS released a letter, dated Febru-
ary 14, 2017, revoking the tax-exempt status of a 
hospital for noncompliance with section 501(r) of 
the Internal Revenue Code (IRC or Code) (Revoca-
tion 201731014).

New	Members
New Massachusetts-Rhode Island Chapter Members 
December 1, 2017 through January 31, 2018

Summary	of	Accounting	and		
Regulatory	Technical	Update	Meeting
I by: Joanna Kroon

The Healthcare Financial Management Association - 
Massachusetts - Rhode Island conducted its annual 
Accounting and Regulatory Technical Update meet-
ing on October 27, 2017, with a theme of Challenge 
Accepted: Navigating Healthcare Transformation.

Telemedicine	and	Fair	Market		
Value	–	What	You	Need	to	Know
I by: Chris W. David, CPA/ABV, ASA
Telemedicine (also known as telehealth) is a rapidly-
evolving trend in the healthcare delivery space today.    
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Getting	out	of	the	Weeds:	The	Lack	of	
a	Progressive	Human	Capital	Strategy	
Is	Burying	Too	Many	Hospitals
I by: Bill Haylon
Let us face it.  Hospitals are complicated  
organizations to run.

Capital	Finance	Program

On November 15, 2017, the Massachusetts-Rhode 
Island chapter of HFMA hosted its annual Capital 
Finance Program.

Maintaining	a	Hospital’s		
Tax-Exempt	Status
I by: Gwen Spencer
Since March 2010, tax-exempt hospitals have to do 
more than ever to maintain Internal Revenue Code 
(IRC) Section 501(c)(3) status.  

Using	Advanced	Analytics	to	Get	
More	from	Follow-Up	Staff
I by: Peter Angerhofer and Jeff Means
Most patient financial services (PFS) directors are 
familiar with productivity benchmarks, which gener-
ally suggest something between 40 and 60 follow-up 
touches per day per  follow-up staff members. 

Denials	Management:	Best		
Practices	in	Improving	Revenue	
Cycle	Processes	and	Monitoring	
Denials	of	Third-Party	Payors
I by: Charles Webb, CPA, CHFP
The complexities surrounding third-party revenue 
cycle management, patient eligibility, and  capabilities 
of systems to support changes in process design  
continue to increase, as do third-party claim denials 
across virtually all payors.  
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The annual Healthcare Financial Management Association Massachusetts – Rhode Island (HFMA MA-RI)  
Revenue Cycle meeting was a two-day educational event that brought together key thought-leaders on 

restructuring Medicaid and Accountable Care Organizations (ACOs).  The  marquee event, held in January, 
was the 21st annual meeting with 10 years at the Gillette Stadium,  Foxborough, Mass..  The Gillette Stadium 
venue adds to the exciting energy along with the attendees, the great speakers, topical policy discussions, the 
HFMA committee members’ passions, and the exhibitors’ fun raffles and prizes.  The HFMA national theme for 
the 2018  is “Where Passion Meets Purpose.”  The committee members exhibited  passion by designing and 
executing another highly successful Revenue Cycle conference.   

The two-day annual conference commenced with Tommy Heinsohn, a Celtics iconic figure, providing inspiring discussion on finding your 
passions in life.  Bowling at Splittsville, at Patriots Place, created an enjoyable social and networking event.

This past  fall, HFMA MA-RI educational events focused on the accounting and regulatory updates, compliance issues, cyber security, and 
revenue integrity.  Presentations  included the state and federal policies which are a key aspect to keeping up on the fast-paced governmen-
tal changes that directly impact the general ledgers and balance sheets of healthcare institutions.  Knowledge of the changes in policy and 
revenue  is instrumental in modeling any pro forma and planning for budget contingencies.  A key topic addressed at the  Revenue Cycle 
meeting was  the Medicaid restructuring and implementation of Massachusetts’ ACO program that  will bring members into value-based 
payment models and  begins in March 2018.  

The Medicaid ACO program is part of Massachusetts five-year innovative 1115 Medicaid waiver and brings $1.8 billion of federal delivery 
systems reform incentive payments (DSRIP) to restructure the current healthcare delivery system for MassHealth’s 1.9 million members.  
The 18 ACOs, networks of physicians, hospitals, and other health care providers will work together to provide integrated healthcare for 
their patients with the goals of improving their health and containing costs.  These ACOs are expected to cover over 900,000 MassHealth’s 
members and include approximately 4,500 primary care providers.

In March, the annual Enterprise Practice Management and Physician Practice Management (EPM/PPM) conference will take place at the  
Four Points Sheraton Hotel, Norwood, Mass.   This year’s event will feature a presentation on Artificial Intelligence and deep learning as 
applied to the patient management as well as how to protect against cyber threats.  Discussions on government expectations and new 
demands of physician contracting under value-based programs will be covered.

The second annual Women’s leadership conference will be held at the JFK library on  April 13.  The keynote of this event will be Ellen M. 
Zane, who  served as President and Chief Executive Officer of Tufts Medical Center and Floating Hospital for Children  2004 to 2011. Over 
the course of her tenure, Ms Zane returned the Medical Center to financial stability and strengthened its relationship with Tufts University.  

The HFMA Annual Awards Dinner will be held in May.  It is a traditional event that recognizes the contributions that members make to  HFMA. 

As I scanned the room at the recent Revenue Cycle conference, I was struck by the amount of teamwork and dedication that the committee 
brought together to achieve such a great event.  Thank you again to the team! 

The foundation of our Chapter’s work is the diligent efforts of the Committee Chairs and their committee members for planning and executing 
these excellent programs.  The board of directors, officers and committee members are a dedicated group with that collective desire to make 
the HFMA MA-RI chapter a huge success throughout the year, and I thank them for their ongoing support and dedication.  

Our mission is to provide educational events that help you to navigate the many challenges of healthcare.  Please do not hesitate to contact 
me directly at president@ma-ri-hfma.org to learn more about joining a committee and pursuing your professional passion. 

Sincerely, 

Rosemary Rotty, FHFMA

TECHNICAL	BULLETIN
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      • Goals and expectations should be clear 
and determined at the outset.

 It is important to have mutually agreed 
upon goals in a mentoring relationship, 
supported if possible by concrete indicators 
of when those goals have been achieved.  
Do the sales numbers increase after six 
months of mentorship?  Do quality scores 
improve? 

      • You must be or become genuinely inter-
ested in your mentee.

 Working successfully as a mentor requires 
you getting to know your mentee well.   
What are his or her motivations, priorities, 
likes and dislikes, goals, work style, etc.?  
Without this broader perspective, it is dif-
ficult to mentor effectively.

      • Share your experiences and insights.
 Don’t hesitate to discuss your own experi-

ences, including mistakes you have made 
and what you have learned from them.  Be 
genuine and forthright in doing so, which 
builds your credibility and mutual trust.  
Often, more is learned from mistakes than 
from successes!

      • Listen actively and thoughtfully.
 A good coach/mentor will actively and pa-

tiently listen, and not reflexively give ad-
vice or make recommendations before un-
derstanding completely the complexities of 
the situation.  Ask open-ended questions 
that will draw out details about the issues 
at hand, presumably leading them to come 
to the optimal conclusion themselves.  Be-
ing a reflective sounding board is of great 
value; encourage mentees to explore their 
thoughts and ideas openly with you. 

Having a mentor can be an important part of 
 developing or broadening your capabilities.  

In all likelihood you have at some point in your 
career benefited from a mentor in areas such as 
learning a new skill, navigating your career, han-
dling a political situation, managing people, or 
thriving in the culture of a new organization.  

As an executive search firm, we are retained to 
find leaders and interim leaders for our clients.  
Over the years we have heard many successful ex-
ecutives comment on the value of mentoring in 
their professional lives.  We would like to share 
with you some of our insights about mentoring.

The intent of mentoring is to help the protégés de-
velop their skills so that they will be able to bring 
the most value to their employers in ways that are 
congruent with their own goals, values, satisfac-
tion, and desired directions.  Mentors offers their 
professional expertise and support to  less experi-
enced colleagues.  Mentor can serve as a teacher, 
counselor, coach, and advocate to  protégés.  The 
value of a mentoring relationship usually increases 
over time, as familiarity and personal understand-
ing increases.  

Most people have had several mentors in their 
careers, some long-lasting, others short-term and 
situation-specific.  Many executives, particularly 
those who have had successful mentors them-
selves, welcome or even seek the opportunity to 
mentor others.  It is typically quite rewarding to 
see your accumulated experience passed on to a 
younger, less experienced professional, particular-
ly when the impact of your mentorship is signifi-
cant and undisputable.   

Some guidelines to being a successful mentor: (continued on page 6)

By
Jeff Zegas

TECHNICAL	BULLETIN

Being a Mentor
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be even a mentor who has made a similar 
transition themselves.  In which situations 
can you add the most value?

      • A good mentor is not always bound to a 
specific situation.

 This is where the distinction between 
mentoring and coaching can get fuzzy.  
Generally, a coach works to support and 
enhance one’s growth, independent of any 
previous content knowledge or experience.  
A coach may not have more, or even any, 
experience in the field of his or her client.  
A mentor most typically is more senior and 
experienced than the mentee, likely with 
in the experience in the same field or situ-
ation.

      • Provide helpful feedback.
 Mentees welcome constructive feedback. 

      • Mentorship is practical and future-direct-
ed.

 The focus is of mentoring is for future im-
provement and growth, not resolution of 
internal or past problems.  Mentoring is 
not therapy.

      • Keep an open mind.
  Shutting down discussion that you know is 

a dead end is not as helpful as letting a con-
versation play out and allowing the mentee 
to arrive at that insight themselves. Your 
role is to help the mentee think through 
and test ideas, not to dismiss them.

      • Choose the right mentoring situation.
 You can be a better mentor in some situ-

ations than others. For example, a young 
professional may be exploring a new career 
direction and seek a mentor with experi-
ence in that segment of the industry, may- (continued on page 7)

Being a Mentor - (continued from page  5)

Discover new ways  
to create value

© 2017 PricewaterhouseCoopers LLP, a Delaware limited liability partnership. All rights reserved. PwC refers to the United States member firm, and 
may sometimes refer to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details.

As trusted advisors and advocates for innovation, we help drive the kinds of 
collaboration that bring healthcare patients the consumer-friendly experience 
they deserve and expect. 

Bob Valletta 
robert.m.valletta@pwc.com 

Christopher Cox 
christopher.cox@pwc.com

Christine Freyermuth 
christine.s.freyermuth@pwc.com 

Joshua Cahn 
joshua.cahn@pwc.com 

Gwen Spencer 
gwen.spencer@pwc.com 

373403-2018-HFMA MA-RI Chapter 2017 Ad.indd   1 9/6/2017   12:52:47 PM
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Jeffrey Zegas is CEO and Founder of  
ZurickDavis, a retained executive search 
firm exclusively serving health care organiza-
tions.  ZDmd division specializes in recruit-
ing physician leaders;  ZDinterim division 
places interim executives to assure strate-
gic momentum and leadership continuity.  
See www.ZurickDavis.com @ZurickDavis

About the Author

In a mentor/mentee relationship honest 
feedback should stimulate the mentee to 
consider his or her actions in new ways.

      • Be a positive role model.
 Actions speak louder than words.  

      • Celebrate achievements!

Your time is valuable, so why spend it being a 
mentor?  Mentoring is a case of “getting through 
giving.”  Concerns and struggles of your mentee 
are likely similar to those you faced earlier in your 
career.  They are also likely similar to those of peo-
ple you manage now; understanding them can be 
helpful to your own managerial effectiveness. Ac-
tive listening with your mentee helps remind you 
to do the same active listening in the workplace. 
Your mentee’s successes will probably bring you 

great satisfaction. Essentially, mentoring is a way 
of giving back, of providing others with a sound-
ing board and wisdom with no strings attached. 
Ultimately, you both benefit from the relation-
ship.   ❏ 

For more info about our Expert Coding and Billing 
services visit www.logixhealth.com

E/M Level

99283

99284

99285

Approximate Payment

$220

$360

$520

CMS continues to package more services into the ED facility level payment. 
Increased bundling means that assigning the appropriate E/M level
is more important than ever.

Large 2018
Financial Impact:

Watch Your ED Facility
Levels Closely

Being a Mentor - (continued from page  6)
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   Welcome New Members! 

Amy MacEachern
Baystate Health Inc

Phillip Fung
Tufts Medical Center

Nicole Marsoobian
Tufts Medical Center

Erica Finn
Steward Medical Group

Edith Demont-Rosenthal 

Peijingran Yu 

Billy Trujillo
Triage Consulting Group

Yevgeniya Mints, CSAF
Boston Pediatric Neurosurgical 

Foundation, Inc

The following members recently joined. We welcome you to the Chapter and encourage you to take ad-
vanThe following members recently joined. We welcome you to the Chapter and encourage you to take 

advantage of the many professional development, networking and information resources available to you at 
HFMA. Other HFMA members are a terrific resource for your everyday professional challenges – we encour-
age all members, current and new, to get involved with HFMA committees and social activities. And… use the 
Membership Directory – it’s a great resource! We value your membership, so please send us feedback or ques-
tions on your HFMA experiences to admin@ma-ri-hfma.org.

New Massachusetts-Rhode Island Chapter Members 

December 1, 2017 through January 31, 2018

Yazmin Bonilla 
Pentucket Medical / PCPO

Shannon Case
Baker Tilly

Julie Viola 

Sandra O'Keefe
Massachusetts General Hospital

Corissa Bernier
Coastal Medical

Maribel Rodriguez
Tufts Medical Center

Christopher Gendron
AAFCPAs

Michael Lynch
RevSpring

Cory Spinale
Bank of America

Massachusetts - Rhode Island Chapter HFMA

HFMA Advisor8
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Summary of Accounting and Regulatory Technical  
Update Meeting,  
October 27, 2017

By Joanna Kroon

(continued on page 10)

Verrill Dana.  
Very Focused.

We know when a 10 minute conversation 

beats a 40 page legal memo.

In health care, you need clear, targeted 

solutions from lawyers who know how 

to weed out unnecessary details and 

simplify the complex. At Verrill Dana, 

that’s our focus.

verrilldana.com/healthcare

The Healthcare Financial Management 
Association - Massachusetts - Rhode 

Island conducted its annual Accounting 
and Regulatory Technical Update meeting 
on October 27, 2017 with a theme of Chal-
lenge Accepted:  Navigating Healthcare 
Transformation.  The content of the meeting 
highlighted how both healthcare providers 
and also payors are navigating  various 
changes in the industry.  The conference 
focused  on  federal and state regulatory 
transformation, as well as the evolving na-
ture of  patients’ experiences. 

Rosemary Rotty, President, HFMA MA-RI Chapter, 
kicked the morning off by sharing the vision and mis-
sion of HFMA and highlighted the national theme of 
HFMA:  Where Passion Meets Purpose.  She also 
highlighted the MA-RI Chapter’s goals for the year, 

and discussed some of the upcoming events and 
ways for members to become involved.

Next up, Jeanne Schuster, Executive Director at EY, 
provided a tax update, discussing the Form 990, as well 
as new regulations soon to be in effect.  Jeanne also 
discussed some of the implications of the 501(R) 

Michelle Lin, Sheila Harrington, Eric Schwartz, and W. Karl Baker 
prepare for the day’s program at the registration desk.
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Accounting and Regulatory  
Technical Update Meeting 
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Lawrence Vernaglia takes the podium.

John Shaver, Jeanne Schuster, and Jeffrey Cebula are all 
smiles when it comes to accounting updates!

PwC’s Emily Rando and Karen Pfeil handled the afternoon 
session, “Accounting and Financial Reporting Update."

The afternoon’s Patient Experience Panel: Maria Marion, 
Colin Rice, Keith Neal, Sean Barrett (moderator).

regulations and walked through some recent IRS cases.  
The morning continued with a presentation from Lar-
ry Vernaglia, a partner at Foley & Lardner, LLP.  Larry 
walked through some challenges to hospital outpatient 
reimbursement with a focus on site neutrality and co-
location.  Larry also provided an update on the Senate 
hearing, which  focused on the report and recommended 
legislation of the Senate Working Group on Health Care 
Cost Containment and Reform.

The morning concluded with a panel on state regulatory 
issues moderated by Karl Baker, President of Baker CFO 
Advisory, LLC, with Dan McHale, Senior Director of State 
Government Finance and Policy, Massachusetts Health 
& Hospital Association; Josh Greenberg, Vice President 
of Government Relations at Boston Children’s Hospital; 
and Garrett Gillespie - Vice President & Deputy General 
Counsel, BMC HealthNet/WellSense Plan.  The panelists 
discussed the impact of recent regulatory actions; with a 
focus on the new Medicaid ACO initiative.  The discus-
sions around the Medicaid ACO included consideration of 
the various structures organizations have put into place 
as well as the funds-flow and potential impacts to reim-
bursement.  The panel also discussed other issues driven 
by regulatory considerations, including behavioral health.

After lunch, a panel discussed the patient experience, 
moderated by Sean Barrett,  senior manager in the 
Healthcare Provider Operations Transformation group,  
Deloitte Consulting.  The panel consisted of Maria Mar-
ion, Associate Director of Provider Receivables & Cash 
Receipts, Blue Cross Blue Shield of Massachusetts; Co-
lin Rice, Director of Patient Experience at Lowell General 
Hospital; and Keith Neal, Vice President of Finance, Uni-
versity Emergency Medicine Foundation. The panel dis-
cussed the various ways in which improving the patient 
experience can help providers improve their financial per-
formance and can also have a positive impact for payors.  
Panelists noted ways in which thinking of the patient as a 
“consumer” would help drive this process, and recognized 
the importance of tailoring the experience to the patient.

The day concluded with an accounting and financial 
reporting update from Karen Pfeil, Partner,  and Em-
ily Rando, Senior Manager, PwC.  They walked through 
the implementation considerations for the new revenue 
recognition standard along with disclosure requirements.  
They also discussed the exposure draft around contribu-
tions made and received, as well as the new standard 
on recognition and measurement of financial instruments.  
Emily and Karen also highlighted new guidance around 
the presentation of net periodic pension costs, restricted 
cash, leases, and not-for-profit financial statements. 

-  (continued from page  9)
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Telemedicine and Fair Market Value 
– What You Need to Know

By
Chris W. David, CPA/ABV, ASA

Telemedicine (also known as telehealth) is a 
rapidly-evolving trend in the healthcare de-

livery space today. As the availability of medical 
providers decline and patient demand increases, 
many healthcare systems are searching for alter-
native solutions to traditional care models. Mul-
tiple studies have found that telemedicine can:

       1.  Provide access to care in underserved com-
munities

       2.  Improve quality of care

       3.  Provide needed health education

       4.  Lower costs

The American Telemedicine Association (ATA) 
defines telemedicine as “the use of medical infor-
mation exchanged from one site to another via 

(continued on page 12)

Enhance the 
patient experience

(even in the business o�  ce ).

IT’S POSSIBLE.

Revenue Cycle 
Services
Early-Out, Self-Pay 
Services

Delinquent Account 
Collections

Third-Party Liability 
Collections

Extended Business 
O�  ce Services 

Physician Billing and 
A/R Resolution            

Medicaid Eligibility and 
Advocacy Services 

Early-Out, Small-Dollar 
Insurance Resolution                                     

        

> parallon.com/itspossible

TECHNICAL	BULLETIN

https://www.parallon.com/


HFMA Advisor12

TECHNICAL BULLETIN

electronic communication to improve a patient’s 
clinical health status.”1 Simply stated, telemedi-
cine allows patients to connect remotely with 
physicians via phone or video conference to ad-
dress healthcare concerns. This treatment meth-
od has been used for several years to conduct spe-
cialty consultations in rural areas with patients 
who have limited access to doctors.

Telemedicine health services are re typically di-
vided into three categories: 

       1.  Store and forward

       2.  Video conferencing, and 

       3.  Remote patient monitoring. 

Store and Forward 
Store-and-forward technologies allow sensi-

tive medical information, such as digital images, 
documents, and pre-recorded videos to be trans-
mitted securely via email. This information can 
include X-rays, MRIs, photos, patient data, and 
even video-exam clips. Store and forward com-
munications primarily take place among medical 
professionals to aid in diagnoses and medical con-
sultations when live video or face-to-face contact 
is not necessary. Because telemedicine consulta-
tions do not require the specialist, primary care 
provider, or the patient to be available simultane-
ously, the treatment process is streamlined for the 
patient and the provider.

Video Conferencing
Video conferencing uses two-way interactive 
audio-video technology to connect users when a 
live, face-to-face interaction is necessary. Video 

(continued on page 13)

A DIFFERENT KIND OF HEALTH CARE BROKERAGE COMPANY

Dubraski & Associates is an independent insurance brokerage and consulting company that specializes 
in providing unbiased solutions to the health care industry across all lines of business.

In the changing and challenging health care industry, our clients are experiencing unprecedented 
pressure to control costs and improve quality while remaining competitive and financially stable. As a 
health care specialty broker, Dubraski & Associates has extensive experience in providing health care 
and managed care organizations with a myriad of customized insurance and risk financing solutions to 
address these many challenges.

Dubraski & Associates is part of Risk Strategies Company, a privately-held, national brokerage and 
consulting firm.  Ranked in the top 20 brokers in the country, the company offers sophisticated risk 
management advice and insurance placement. 

858.792.4000 | info@dubraski.com

Telemedicine and Fair Market Value - (continued from page  11)

TECHNICAL	BULLETIN

http://dubraski.com/


Issue 2, HFMA Advisor 13

TECHNICAL BULLETIN

(continued on page 14)

devices can include video conferencing units, pe-
ripheral cameras, video scopes, or web cameras.  
Display devices include computer monitors, LED 
TVs, LCD projectors, 
and even tablet devic-
es. Video conferencing 
is the most common 
form of telemedicine 
practiced today. It is a 
cost- effective tool for a 
variety of applications, 
including emergency 
room and intensive care 
unit support.

Remote Patient Monitoring
Remote patient monitoring (RPM) uses digital 
technologies to collect various forms of health-
related data.  Patients electronically transmit 
medical information securely to healthcare pro-
viders in a different location for assessment and 

recommendations. Monitoring programs collect 
a wide range of health data from the point of 
care, such as vital signs, weight, blood pressure, 

blood sugar, blood oxy-
gen levels, heart rate, 
and electrocardiograms. 
Data is then relayed to 
monitoring centers in 
primary care settings, 
hospitals, intensive care 
units, skilled nursing fa-
cilities, and centralized 
off-site case manage-
ment programs. Health-
care professionals moni-

tor these patients remotely to provide care as part 
of their treatment plan.

Demand for Telemedicine
Thirty percent of Medicare payments are now tied 
to alternative payment models (APMs). The De-
partment of Health and Human Services (HHS) 
plans to raise the percentage by 50% by the end of 
2018. Many healthcare providers are looking for 
ways to increase quality of care and patient access 
while keeping costs down. The Medicare Shared 
Savings Program (MSSP) is an alternative pay-
ment model that recognizes telemedicine services 
as a clinical practice improvement activity, which 
is one of four components required for incentive 
payments.  Physicians who provide patients with 
free equipment for remote monitoring are now 
eligible for fraud and abuse waivers under recent 
changes to the MSSP program. 

With today’s technology, a physician or midlevel 
provider can perform primary care consultations, 
psychiatric evaluations, emergency care, and oth-
er medical services remotely. At the same time, 
these new technologies create a cost-effective 
alternative to full-time physician employment. 
Telemedicine is especially attractive to rural 
health systems due to specialized physician ac-

Telemedicine and Fair Market Value - (continued from page  12)
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cess that is typically unavailable in these areas. 
Specialties, such as mental health, radiology, and 
dermatology are a few types of practices that are 
well-suited for telemedicine.

Telemedicine Payment  
Medicare

Medicare first began to pay for  telemedicine ser-
vices after the Balanced Budget Act of 1997 was 
passed. As of January 2017, Medicare payment 
only includes video conferencing services under 
very specific circumstances. Store and forward, or 
asynchronous services, is not permitted for pay-
ment (except for federal telemedicine demonstra-
tion programs in Alaska or Hawaii, as stated by 
the Centers for Medicaid and Medicare Servic-
es).2  Medicare claims for telemedicine services 
are billed using Current Procedural Terminology 
(CPT®) codes, along with the appropriate tele-
medicine modifier code “GT.”

Medicare pays for live-video conferencing tele-
health services according to a model which in-
cludes an “originating site” and “distant-site prac-
titioner.” The patient in need of care is located 
at the original site and the healthcare provider is 
located at the distant site.

In order to be paid for video-conferencing tele-
medicine, the patient must be located outside of 
a Metropolitan Statistical Area (MSA) or a rural 
Health Professional Shortage Area (HPSA). Ad-
ditionally, Medicare limits the originating sites 
eligible to receive services through telemedicine 
to the following facilities:

      • Provider offices 

      • Hospitals

      • Critical access hospitals (CAHs)

      • Rural health clinics

      • Federally qualified health centers

      • Hospital-based or CAH-based renal dialy-
sis centers (including satellites) 3

      • Skilled nursing facilities

      • Community mental health centers

These sites are also eligible to receive a facility 
fee from Medicare to compensate for the use of 
their facility. A patient’s home doesn’t qualify as 
an originating site, in most cases.  

The following list of distant-site providers qual-
ify to deliver services via telemedicine through 
Medicare:

      • Physicians 

      • Nurse Practitioners 

      • Physician Assistants

      • Nurse midwives 

      • Clinical Nurse specialists

      • Clinical Psychologists and clinical social 
workers

      • Registered Dietitians or nutrition profes-
sionals

However, there is no limitation to the site where 
the healthcare provider chooses to practice tele-
medicine.

For telemedicine services provided in approved 
settings, healthcare professionals are paid at 
100% of the current non-facility fee schedule for 
the eligible service. Additionally, the originating 
site is eligible to receive a facility fee. The facil-
ity fee is billed under Healthcare Common Proce-

(continued on page 15)
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most commonly paid telemedicine modality. As 
of January 2017, 48 states and the District of Co-
lumbia (DC) are paying  for some form of live 
video telemedicine.  However, there are often 
several restrictions on the type of providers, fa-
cilities, services, or geographic locations that can 
be paid.

Payment for the other two categories of telemedi-
cine is less common. Medicaid only pays for store-
and-forward in nine states and pays for  remote 
patient monitoring is  in 16 states.  There are of-
ten restrictions related to certain specialties and 
specific circumstances.

In addition to paying the healthcare providers, 
many Medicaid programs provide a facility pay-
ment and, in some cases, a transmission payment 
to cover the cost of connecting the patient to the 

dure Coding System (HCPCS) code Q3014 as a 
separately billable Medicare Part B payment.

Medicaid

Coverage of telemedicine services under Medic-
aid is determined on a state-by-state basis.4 The 
official policy indicates that states may pay for 
telemedicine under Medicaid as long as the ser-
vice satisfies federal requirements of “efficiency, 
economy, and quality of care.” This policy enables 
states to have unique standards for what services 
they deem appropriate for payment, which causes 
gaps in the system due to a massive lack of uni-
formity.  This results in differing payment policies 
for each state. Recently, the Centers for Medicaid 
and Medicare Services granted states flexibility to 
define their own telemedicine policies. 

Similar to Medicare, video conferencing is the (continued on page 16)

Telemedicine and Fair Market Value - (continued from page  14)
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distant-site provider. 

Private Payers

Private payers, such as Blue Cross Blue Shield, 
Aetna and Cigna, are not required under federal 
law to provide coverage for any type of telemedi-
cine service.  For private payers that do pay for 
telemedicine services, there are no unique set 
of standards pertaining to insurance companies 
throughout the country. As of January 2017, 34 
jurisdictions including DC  have enacted or will 
enact at a later date laws that govern private-
payer telemedicine payment policies. Some states 
mandate some sort of payment, while others 
mandate payment at the same level as in-person 
care under certain conditions. The existence of 
a state private-payer law does not guarantee that 
all types of telehealth will be covered. These laws 
often have restrictions, caveats, and limited ap-
plicability. These qualifying clauses may set up 

certain conditions where an insurer has the flex-
ibility to restrict telemedicine payments within 
their contracts. For example, many states limit 
their coverage requirement to live-video real-
time interactions. Others include limitations on 
the locations, facility types, conditions treated, 
and eligible providers.  Many private-payer laws 
also  contain the caveat that telemedicine ser-
vices must be covered, but make it subject to the 
terms and conditions of the contract between the 
enrollee and payer. As a result,  providers and con-
sumers should be aware of certain conditions and 
situations. In the absence of a state law requiring 
telemedicine coverage, providers must carefully 
read the policies of each insurance company in 
order to determine whether or not they can be 
paid for services delivered through telemedicine. 
Even when there is not a private-payer law, some 
insurance companies still may pay for service.

(continued on page 17)
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Basic Model
As telemedicine continues to evolve, more 
health systems will begin forming remote care 
arrangements. A basic arrangement involves an 

(continued on page 18)

originating site, usually a rural hospital, with pa-
tients in need of care and a distant site, usually 
a larger health system, employing or contracting 
with specialists who deliver care. This is a basic 
hub-and-spoke model which is illustrated above 
in Exhibit I. 

Under the hub-and-spoke model, the originating 
site refers its patients to the distant site for the 
specialized care they need.  This model can be 
structured in two different ways:

      1) The distant site  employs the physician on 
a full-time or part-time basis and the dis-
tant site hospital  bills and collects for the 
services.

      2) The distant site enters into independent 
contractor arrangements with specialists to 
be on-call and to provide certain telemedi-
cine services when needed. The on-call 
physicians  provide the needed consults or 
services via the approved technology and, 
subsequently, bill and collect the profes-
sional fees. The distant site collects a fa-
cility fee and possibly an additional data 
transmission fee to cover the telecommu-
nication costs.

Telemedicine and Fair Market Value - (continued from page  16)
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Fair Market Value (FMV) 
Concerns
Under scenario 1, the distant-site facility simply 
employs the physician on a full-time or part-time 
basis at a FMV compensation.

Under scenario 2, the dynamics get a little tricky. 
At first, the on-call arrangement appears to be 
very similar to a typical call arrangement for an 
emergency department. However, utilizing per di-
ems reported in benchmark surveys to determine 
a telemedicine on-call rate is not exactly appro-
priate. It is important to remember that published 
call-coverage data generally represents emergency 
department call-coverage and will likely need to 
be adjusted when used for a telemedicine stipend 
calculation. Emergency department call-coverage 
benchmarks typically consider the burden of re-
sponding in-person to the emergency department 
to perform a consultation, surgery, or other proce-

dure. In a telemedicine arrangement, the on-call 
physician can likely deliver the consult or exami-
nation at his home, office, or over the telephone, 
which is much less burdensome than having to 
go into the emergency department. In this case, 
the per diem rates published in the compensation 
surveys should be discounted to account for the 
diminished burden.

In addition to the coverage stipend for availabil-
ity, the on-call physician may be compensated a 
flat-rate per consultation or  exam, or an hourly 
rate. It is important to consider this component 
when analyzing the entire payment arrangement. 
For example, if a physician is going to be paid an 
hourly rate for his clinical time in addition to the 

per diem stipend, then the stipend may be a little 
lower. Or, if the physician is able to bill and col-

(continued on page 19)
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lect for his professional services in a facility with 
a very favorable payer mix, then the daily stipend 
might be lower. However, if the physician does as-
sume the risk of billing and collecting and the fa-
cility has a poor payer mix, then this factor would 
cause the daily stipend to be higher. Finally, the 
distant site would typically lease all the required 
hardware and terminals to the originating site at 
an FMV equipment lease-rate.

Conclusion
Although the services offered under telemedicine 
arrangements may be similar to traditional on-
call arrangements, determining the FMV of com-
pensation for telemedicine requires a firm grasp 
of the legal and regulatory landscape surrounding 
these services.  Providers are encouraged to con-
sult with legal counsel when structuring a tele-
medicine arrangement.  It is paramount to first 
have a proposed model or arrangement in place 
with a draft contract before seeking a third-party 
FMV appraisal.  The appraiser needs to under-
stand which parties will incur which costs and 
responsibilities in order to render a thorough and 
defensible FMV opinion.   ❏

 

Endnotes

1 http://thesource.americantelemed.org/resources/tele-
medicine-glossary

2 “Telehealth Services.” Center for Medicaid and Medi-
care Services. Medicare Learning Network. December 
2015. < https://www.cms.gov/Outreach-and-Education/
Medicare-Learning-Network-MLN/MLNProducts/
Downloads/TelehealthSrvcsfctsht.pdf>

3 “Telehealth Services.” Center for Medicaid and Medi-
care Services. Medicare Learning Network. December 
2015. < https://www.cms.gov/Outreach-and-Education/
Medicare-Learning-Network-MLN/MLNProducts/
Downloads/TelehealthSrvcsfctsht.pdf>

 
4 www.medicaid.gov/medicaid/benefits/telemed/index.

html
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Let us face it.  Hospitals are complicated orga- 
 nizations to run. There are so many different 

constituencies that have to be considered – pa-
tients, clinicians, administrative staff, unions, 
credentialing organizations, credit markets, 
shared-risk pool groups, etc, not to mention huge 
capital decisions for new buildings, new treat-
ment technology, and EPIC installations.  With 
all of that complexity, hospitals must operate in 
a world where payment continues to get tighter 
and tighter.  

It is no surprise that much of the stress falls on 
hospital financial people these days to figure out 
how to make this all work.  In my position, I reg-
ularly talk to a good number of financial people 
from chief financial officers (CFOs) to managers, 
many very experienced, talented people.  The 
problem is that they are all overworked, and, 
more importantly, it seems that many are having 
trouble, given all their responsibilities, of seeing 
the forest from the trees.  Therefore, here is a 

Getting out of the Weeds: The Lack of 
a Progressive Human Capital Strategy 

Is Burying Too Many Hospitals
By

Bill Haylon

(continued on page 22)
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story that is worth listening to.

Many years ago, when I was working for Bain & 
Company, we did a project for a large meatpack-
ing company to reduce their employee turnover.  
That is right – meatpacking.  Not a glamorous 
business, but more complex than you might 
imagine as meatpackers process and sell virtually 
every single part of cow.  I had never contem-
plated that an organization could have employee 
turnover of 110% a year and still pretend to func-
tion.  It was a revolving door, and the impact 
really showed in trying to manage initiatives to 
reduce costs, improve quality, lower risk, increase 
safety, placate the unions, and pass muster with 
the government inspection organizations.  Af-
ter many months of talking to employees and 
studying other organizations, we were able to get 
annual turnover down to a sustainable level of 
about 40%.  Simultaneously, profits, quality and 

safety  spiked.  What was interesting was that the 
solution was not higher pay, which everyone had 
assumed it would be.  Rather, people wanted a 
chance to have reasonable workloads, gain new 
skills, advance in their careers, and to be appreci-
ated.

The similarity between hospitals and meatpack-
ing is that they both sell labor, which, in each 
case,   makes up the vast majority of the cost 
structure.  The difference between motivated, 
experienced people who do their jobs well versus 
those who do not can be the difference between 
a great, profitable organization and one that 
struggles to try to keep its doors open.  Folks, it is 
all about human capital!

Let us take a look at the hospital turnover data 
and see how it compares.  Leaders For Today  

(continued on page 23)
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completed a survey of approximately 12,000 
hospital leaders across the country in May 2017 
(CEO, CFO, COO, Chief Medical Officer, Chief 
Quality Officer, Chief Nursing Officer, Chief Ad-
ministrative Officer, VP, Director, Manager, Phy-
sician, Nurse) and received 852 online  responses 
via Survey Monkey, some of the results of which 
I will share here.  The bottom line is that it is 
not a pretty picture.  Forty-three percent of cur-
rent hospital leaders have been at their hospitals 
for fewer than two years.  Thirty-seven percent 
plan to leave their current hospitals within the 
next two years, and 69% plan to leave within five 
years.  Over half of the hospitals’  turnover of key 
people is less than five years.  

How are hospitals supposed to be up-to-speed on 
operating efficiencies, infection control initia-
tives, safety protocols, and other compliance is-
sues when the majority of the hospital staff is still 
new to the hospital and still basically in training?  
The institutional knowledge gap only grows as 
hospital employees from top-level leadership po-
sitions to staff nurses switch jobs at an incredibly 
rapid pace. 

The scary news is that turnover is not slowing.  
Over 50% of all candidates surveyed by LFT 
have worked for at least five hospital organiza-
tions in their career, and only 3.9% of candidates 
have stayed with a single hospital for their entire 
careers. Even younger candidates are switching 
jobs frequently as 52.6% of people under age 30 
have switched jobs at least once, and 82.9% of 
people under age 40 have switched jobs.

These data do not scream “stable workforce.”   
Rather, it becomes a vicious cycle of departments 
being understaffed and working long hours for 
too long a period, resulting in burn-out among 
existing employees, and, typically, a feeling that 
they are being underpaid for the extra work they 
are doing.  As a result, people leave for the next 
job.  

The reality is that the current hospital ecosys-
tem promotes high turnover.  LFT’s survey results 
show that 27.4% of respondents left their jobs for 
a promotion or better opportunity for advance-
ment. Another 14.4% left for better compensa-

(continued on page 24)

Exhibit 1

Where Turnover Hits Hospitals the Hardest

How many years do you expect to stay with your current organization?

Getting out of the Weeds - (continued from page  22)
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tion.  This means well over half (58.2%) of people left  for other reasons including long work hours, frus-
tration, or burn-out, resulting in a vicious cycle caused by understaffing and a lack of experience.

Exhibit 2
Who Is Leaving and Why

Why did you leave your last organization?

Looking at the problem at a more granular level, while the survey responders rated some facets of the work 
environment more favorably than others, 25–50% of people selected a one or a two ranking (the lowest 
rankings) for each of the different workplace satisfaction categories listed below. This is traditionally not 
the kind of satisfaction that keeps people in their jobs.

(continued on page 25)

Exhibit 3
The Down and Dirty of Work Satisfaction

How would you rank your organization on the following parameters?
(Scale of 1-5 with 5 being the highest)
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The biggest eye-opener is that half (48.4%) of 
the respondents, consistent with their prima-
ry reason for leaving an organization outlined 
above, gave their employer a poor score as it re-
lates to the opportunity for career advancement. 
Organizations in any industry that rate poorly in 
this area are unlikely to keep their best people for 
very long, particularly when the overall economy 
is reasonably solid.  Good employees do not stay 
if they feel they do not have promotion oppor-
tunities. That is likely why nearly 21% of the 
people surveyed are actively seeking new jobs, 
and four out of five people are at least listening 
to new job opportunities – even though they, on 
average, have not been at their current job very 
long.

The beacon of light in all this is that even though 
so many people are searching for their next gig, 
67.6% of people would recommend their cur-
rent job to other considering a career move, and 
82.3% of people feel some sense of loyalty to 

their current employer.  Employees seem to un-
derstand that running a hospital is not an easy 
task, and that moving to a new job is part of the 
job lifecycle in healthcare delivery, not an act of 
defiance for an ungrateful employer.  The prob-
lem is that the industry is drifting towards being 
one big temporary employment agency.

This means the finance jobs, where all of a hospi-
tals challenges ultimately end up, are only going 
to get harder.   ❏

Bill Haylon is CEO of Leaders For Today, 
an interim and permanent leadership staff-
ing firm headquartered in Wellesley, Mass. 
He can be reached at (781) 772-2295 and  
bhaylon@leadersfortoday.com. 

About the Author

Getting out of the Weeds - (continued from page  24)

TECHNICAL	BULLETIN

Exhibit 4

mailto:bhaylon@leadersfortoday.com


HFMA Advisor26

On November 15, 2017, the Massachusetts- 
 Rhode Island chapter of HFMA hosted its 

annual Capital Finance Program.  This year’s 
program, “Value Propositions: M&A, Payment 
Reform and IT Investments,” was held in con-
junction with the National HFMA Seminar.  The 
afternoon’s program followed a joint lunch with 
the National Seminar.  Three panels addressed 
trends in mergers and acquisitions in healthcare, 
the shift to value-based care, and investments in 
information technology.  

Capital Finance Program
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David King, Mike Hachey, James Moloney, and David Benoit 
take some time out from the program to pose for a photo.

Brett Southworth, who spoke on the payment reform panel, is 
joined by Bill Wyman and Roger Boucher.

Kristine Guamnitz, program speaker Brett Southworth, and 
program chair Michael Lutz. 

Program speakers, committee members, and attendees enjoyed the day at the Omni Parker House Hotel.
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Since March  2010, tax-exempt hospitals have 
to do more than ever to maintain Internal 

Revenue Code (IRC) Section 501(c)(3) status.  
As part of the Affordable Care Act (ACA), IRC 
section 501(r) was added to impose new require-
ments on tax-exempt hospitals.  In December 
2014, final regulations1 were issued that provided 
further guidance on how tax-exempt hospitals 
need to comply with 501(r).In a nutshell, 501(r) is 
consumer protection focused on patient financial 
assistance oversight of which is provided by the 
Internal Revenue Service (IRS).  Although 501(r) 
does not mandate the level of financial assistance 
that a hospital must provide, the concept is that 
patients should be able to know, before they step 
foot in a tax-exempt hospital:  

      • Whether the care they receive in the hos-
pital is covered under the hospital’s finan-
cial assistance policy;2

      • How they qualify for financial assistance; 
and 

      • What will they be responsible to pay, and 
how they will be billed and collected on 
for the amount that they are responsible to 
pay, assuming they qualify for financial as-
sistance.3

Approach to 501(r)
To achieve compliance with 501(r), hospitals 
make management decisions around primary areas 
that drive the hospital’s approach to compliance 
with 501(r).  Once made, the policies and proce-
dures of the tax-exempt hospital will reflect these 
key management decisions.  Although a hospital’s 

approach to 501(r) is somewhat framed through 
the IRC, federal regulation, and state require-
ments, management still must decide:  

      • How will the hospital define medically 
necessary care?

      • Who will qualify for financial assistance?

      • How much will someone be charged if they 
qualify for financial assistance? 

      • What collection methods will the hospi-
tal utilize to collect amounts due from pa-
tients who qualify for financial assistance?

Once the hospital makes these management de-
cisions and aligns its policies, procedures and 
general approach to 501(r), the story is not over.  
Under 501(r) tax-exempt hospitals are required to 
be transparent with their patients and communi-
ties when it comes to financial assistance.  The 
501(r) regulations are very clear that tax-exempt 
hospitals must “lean in” to their communities to 
be certain that their communities are aware of 
their financial assistance programs and how to 
access them.4  Making information about a hos-
pital’s financial assistance policy widely available 
includes:

      • Easily accessible information on the hospi-
tal’s website

      • Specific transfer of information at patient 
intake 

      • Program disclosures on billing statements 
(continued on page 28)
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      • Plain-language information about the hos-
pital’s policy

      • Translation of policies for vital populations 
within the hospital’s community, and

      • A genuine documented effort by the hos-
pital to communicate the availability of 
financial assistance to its community.  

Why should hospitals comply with 
501(r)?
501(r) has many moving parts, and hospitals have 
the challenge of consistently maintaining compli-
ance.  If a hospital finds itself out of compliance, at 
a minimum, the regulations require self-reporting 
on the publicly available Form 990.5  The regula-
tions also provide that the IRS review each tax-
exempt hospital every three years.6  Since hospi-
tals are required to be transparent regarding their 
programs and policies, it makes it easy for the IRS 
to review the “back office” to identify areas where 
a hospital lacks compliance.  If the IRS identifies 
inconsistencies in its review, it will likely corre-
spond with the hospital for further inquiry.  Al-
though revocation of tax-exempt status or treating 
the hospital’s income as unrelated business taxable 
income is well within the authority of the IRS, the 
IRS has been more focused on encouraging tax-
exempt hospitals to come into compliance.

In the past year we have seen one situation where 
a hospital’s tax-exempt status under IRC Section 
501(c)(3) was revoked.7  In February, the IRS 
revoked the status of a tax-exempt hospital that 
enjoyed dual status both under 501(c)(3) and as 
a government unit/affiliate of a government unit.  
The IRS determined that the hospital was out of 
compliance with 501(r) as it failed to conduct a 
community health needs assessment, adopt an im-
plementations strategy, and comply with the rules 
to make this information widely available to the 
hospital’s community.  The hospital was provided 

an opportunity to remedy its lack of compliance.  
However, the hospital decided to essentially relin-
quish its 501(c)(3) status and continue operating 
tax-exempt as a government unit/affiliate of a gov-
ernment unit.  What does this show us?  Although 
the circumstance of dual status is unique, it gives 
us a lens into the IRS process and the decisions 
that it made in enforcing compliance with 501(r).  

IRS continued focus on 
compliance…IRS Work Plan for 
2017
Most  years the IRS Tax Exempt and Government 
Entities (TE/GE) Division releases a work plan.8  
It provides a summary of TE/GE accomplishments 
from the prior year and lays out TE/GE focus areas 
for the coming year.  The IRS released its most re-
cent plan in September 2017 including mentions 
of 501(r).  It indicates that the Exempt Organi-
zation (EO) Division will continue to issue snap-
shots and audit tools in a variety of areas, includ-
ing 501(r).  It also indicates that the EO Division 
will continue to conduct compliance checks for 
501(r), specifically looking at financial assistance 
policies.  This is consistent with what the IRS in-
dicated in other recent work plans and direction-
ally consistent with the underlying regulations.9  

What should hospitals think about 
as they maintain compliance with 
501(r)?  
How does a hospital comply with 501(r)?  How 
does an organization produce/retain documenta-
tion that proves historical compliance with 501(r)?  
The IRS will likely provide notice of examination 
to a hospital for a prior year.  A hospital should 
also consider the many departments involved with 
executing compliance with 501(r).  With these 
considerations in mind, here are a few examples 
of what hospitals should consider to maintain and 
demonstrate compliance:

(continued on page 29)
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      • Policies - Do the financial assistance policy 
and billing and collections policy on the 
hospital’s website reflect compliance with 
501(r)?  Can those policies be easily found?  
Does the hospital retain prior versions?   

 
      • Provider List - Is the healthcare provider 

list easily accessible and updated regularly?   

      • Patient Intake - Does the point of patient 
intake consistently include signage an-
nouncing financial assistance and distribu-
tion of materials explaining the financial 
assistance program?  How does the hospital 
document that the intake process includes 
all the required elements of 501(r)? 

      • Pricing - How frequently does the hospital 
test that a patient is not overcharged under 
the hospital’s financial assistance policy?  
Who is responsible for making sure this 
testing is happening at various times dur-
ing the year?  How is this documentation 
maintained?

      • Billing - How frequently does the hospital 
test that billing for patients who qualify for 
financial assistance is carried out consis-
tently with the prescribed timing and ap-
proach under 501(r)? 

      • Collections – Does the hospital routinely 
review its collection process and required 
disclosures for compliance with 501(r)?  

Conclusion:   Is your hospital ready 
for an IRS review of  501(r)?
It is evident that the IRS, pursuant to 501(r) and 
the regulations, and as stated in its recent work 
plans, is monitoring compliance routinely.  Al-
though complete repeal of the ACA would result 
in the repeal of 501(r), for now it is the “law of the 
land.” Hospitals should continue to consider their 
overall readiness for IRS review.  A hospital’s tax-
exempt status could depend on it!   ❏  

Endnotes

1 See generally Treas. Reg. §§ 1.501(r)-1 through 
1.501(r)-7 (2014).  Effective for tax years beginning af-
ter December 29, 2015.  

2 Treas. Reg. §1.501(r)-4 (2014), Notice 2015-46 (2015).

3 Treas. Reg. §§ 1.501(r)-5 and 1.501(r)-6 (2014).  IRC 
§501(r) applies to tax-exempt hospitals licensed under 
state law, and generally covers 4 primary areas - financial 
assistance policy, billing and collections, community 
health needs assessment, and limitation on charges. 

4 Treas. Reg. §§ 1.501(r)-4(b)(5); 1.501(r)-1(b)(24) and 
(29); 1.501(r)-6(c)(11) (2014). 

5 Treas. Reg. §1.501(r)-2 (2014).

6 26 U.S.C. §501 (2015) (Mandatory Review of Tax Ex-
emption for Hospitals). 

7 Revocation of Status 201731014, February 14, 2017; 
and Form 886A - redacted. 

8 Tax Exempt and Government Entities FY 2018 Work 
Plan, September 28, 2017

9 Tax Exempt and Government Entities FY 2017 Work 
Plan, September 28, 2016 (as amended March 8, 2017); 
TE/GE Priorities for FY 2016. 
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Most patient financial services (PFS) directors are  
 familiar with productivity benchmarks, which 

generally suggest something between 40 and 60 fol-
low-up touches per day per  follow-up staff members. 
While these benchmarks can highlight when staff are 
falling below those standards, they fail to help im-
prove outcomes in three fundamental ways:

      1) They do not give staff (or managers) any 
insight on how to reach the benchmark

      2) They do not speak to the likelihood of col-
lection on the accounts that staff are working

      3) They do not measure the quality of the ac-
tions performed by the staff when they do 
touch an account.

By deploying some analytical horsepower to their 
accounts receivables (AR) before accounts get as-
signed, hospital revenue cycle managers can improve 
productivity, present the right claims to their follow-
up staff, and maximize follow-up quality to realize the 
highest return on the labor cost related to follow-up. 
The result is lower absolute levels of AR, “cleaner” 
AR where the true value is easier to evaluate, and 
ultimately more cash collections.

Pulling the Right Levers
To understand the levers that can improve follow-up 
performance, it is first valuable to think about the 
goals of follow-up and some of the building blocks 
that make up a successful PFS operation.

The goal of any PFS operation is simple enough 
-- maximize collections, while minimizing cost to 
collect. But too often, managers assume that those 
outcomes and costs are nearly fixed – that improve-
ments will not fundamentally change results. As a re-
sult, they seek incremental, marginal changes in the 
thought process. But breaking down the components 

of follow-up brings radical, step-function process im-
provements into focus.

For example, our research indicates that roughly 40% 
of total AR volume at an average provider has no 
cash value.  It is made up of inappropriately posted 
contractual allowances, claims that have passed filing 
or appeal limits, or denials like bundling which will 
not be paid. While the posting process is intended to 
adjust many of these balances to zero, complexities 
with payer remits, take-backs, and inconsistent use 
of denials codes leave these balances open. Improve-
ment in the posting process can reduce the frequency 
of these issues, but is unlikely to remove them alto-
gether.

Another large segment of claims in most providers 
AR – roughly 25% -- has a collection opportunity, 
but requires only a very simple action. For example, 
posting issues or partial denials can mean that claims 
stay in the primary financial class even after payment 
is complete. The simple step of moving the balance to 
the next payer or to the patient can start the payment 
process. Another common problem comes when a 
claim bills out of the patient accounting system, but 
never reaches the payer, failing in the bill editor, the 
clearinghouse, or even within the payer adjudication 
system. Resolving the failure or even simply rebilling 
the claim is usually enough to get the claim on the 
path to payment.

But in a common PFS shop, a claim in either of these 
categories will require staff time to resolve.  Each 
time one of these claims shows up on a work list, staff 
needs to spend time researching the claim – under-
standing the billing and follow-up history, determin-
ing why it has not paid, and evaluating potential next 
steps. Only when that process is complete can staff 
actually start working the claim, creating value by ei-
ther collecting on or adjusting the balance. Given a 

(continued on page 31)
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generally accepted average of approximately 10 minutes to work a claim, staff are likely to use six to eight minutes 
of that time in the research phase and only two to four taking the actual steps that create value. That means at least 
60% of the time, staff activity is not directly adding value.

Where Staff  Create Value
Whether the claim has a collection opportunity or not, and whether staff spend 10 minutes or two minutes creating 
value, that effort counts towards productivity. If 60% of staff time is research and not action, and if at least 40% of 
claims have no value and action and another 25% have minimal value, it means only 14% of the actions taken by 
follow-up staff provide substantial value.

In order to improve outcomes and generate more cash at lower costs, PFS shops should seek approaches which focus 
staff time on the High-Value category and deemphasize the No- and Low-Value categories.  In fact, most managers 
and more workflow tools have adopted this approach already.  Organizing work queues by balance and age is an ef-
fort to achieve this goal, but it only provides the most basic benefits.

An advanced, more robust version of that effort would shift staff time away from the non- collectable and simple 
claims to put more focus on those with real collection opportunities.

(continued on page 32)
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The goal of those analytics should be to 1. route the 
right claims to staff to be worked, and; 2. help staff 
work them in the most efficient and efficacious man-
ner possible.

Using analytics, we have seen clients segment their 
AR into four distinct categories:

      1) Non-Collectable

      2) Simple Claims

      3) Analytics Suggestions

      4) Complex Claims

First, the analytic action “analytics” identify claims 
with no collection opportunity. Using automation, 
these claims are adjusted off to the appropriate write-
off or contractual codes. The use of automation elim-
inates almost all staff time previously devoted to this 
simple administrative task.

Similarly, where analytics indicate a simple task (like 
rebilling or changing a financial class) is the appro-
priate next step in the collection process, automa-
tion can take those actions. In Non- Collectable and 
Simple Claims, automation can eliminate 65% of the 
effort required of follow-up staff.

The third and fourth categories are subsets of the 
complex-claim categories.  Advanced analytics can 
be used to determine the appropriate next steps and 
offer analytically driven suggestions. Our experience 
with clients demonstrates this correlates to roughly 
25% of claims. By providing analytic insight into the 
reasons for non-payment, this process allows staff to 
minimize the time they spend researching a claim 
and move rapidly to the action phase. Our experi-
ence indicates that the use of advanced analytics 
can focus up to 80% of staff time on actions as op-
posed to research. These analytics can also improve 
staff productivity by grouping accounts with similar 
next steps and thereby allowing staff to move quickly 
through claims with similar problems and solutions.

Unfortunately, in 10% of cases, the analytics cannot 
provide any additional insight and staff are forced to 

work those Complex Claims in the same manual pro-
cess as before, devoting most of their time to research.

400% Improvement in Follow-up
By eliminating staff time spent on claims that can be 
automated and minimizing the research component 
on the remaining claims, use of analytics can shift 
the time allocation of staff from only 14% high value 
time to nearly 70% high value time, more than qua-
drupling their efforts!

By eliminating the low-value touches and providing 
an intelligent work queuing process, advanced ana-
lytics can provide a roadmap for managers and staff 
attempting to reach benchmark productivity stan-
dards. Analytics can also make those touches more 
valuable by making sure that staff time is focused 
on claims with real collection opportunities. And 
whether through automation or analytical sugges-
tions, managers who deploy advanced analytics can 
provide improve the quality of staff time by ensuring 
consistency and standardization of outcomes. Each of 
those improvements will contribute to more cash and 
lower AR days, allowing providers to meet or even 
exceed their own operational benchmarks.   ❏
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The complexities surrounding third-party revenue 
cycle management, patient eligibility, and  ca-

pabilities of systems to support changes in process 
design  continue to increase, as do third-party claim 
denials across virtually all payors. Denials affect the 
bottom line of healthcare organizations, leading to 
lost revenue and productivity; however, in many 
cases, denials are preventable.  In order to prevent 
denials, it is critical that healthcare organizations 
develop and implement an effective denials manage-
ment process, including strong controls and processes 
at all stages of the revenue cycle, active monitoring 
to understand the nature and cause 
of ongoing denials, and an ongo-
ing commitment of continuous im-
provement to prevent denials and 
improve collections. AAFCPAs, a 
CPA firm, provides the following 
best practices and key denials man-
agement principles and techniques 
to guide  healthcare providers in 
developing and institutionalizing a 
denials-management process.

Preventive Measures 
over Denials in the 
Revenue Cycle 
An effective denials management 
process follows the entire revenue 
cycle from beginning to end.

AAFCPAs believes that it is cru-
cial for organizations to dedicate 
sufficient resources at the begin-
ning of the revenue cycle, including 
front-desk staff training, financial 
counselors, and effective insurance 
verification. These resources and 

processes should be complemented with a strong cash-
collection process over co-pays and nominal charges.  
AAFCPAs encourages clients to actively monitor the 
ratio of point-of-service cash collections to total cash 
collections. Organizations that maximize patient-
portion collections at registration minimize collection 
costs post-encounter and improve this critical key per-
formance indicator.

After an encounter has taken place, and the billing 
and collection responsibilities have transferred to cod-
ers and billers, hospitals and other providers should 

apply a claims check or “scrubbing” 
process that allows billers to iden-
tify potential denials before they 
are submitted to insurers.  Effective 
claims scrubbing processes are far 
less costly than re-billing and chas-
ing an already denied claim.

At the back-end of the revenue 
cycle there are a myriad of controls 
and processes that should be in place 
to monitor, track, and follow-up on 
third-party payor denials.  Effec-
tive denial management is only as 
strong as the resources dedicated to 
the process. Capabilities of practice 
management information systems  
may need to be reviewed to ensure 
that your organization is effectively 
tracking the necessary denial data.  
Further, the system must be capable 
of producing meaningful reporting 
to support improvements.  

Once the nature and extent of de-
nials is reportable, management can  
begin to analyze and correct claims 

(continued on page 34)
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for resubmission.  AAFCPAs encourages clients to 
focus on the “low hanging fruit” initially to improve 
collections. Immediate attention should be given to 
claims that are preventable in nature.  Once a proper 
denial reporting process is in place, systematic issues 
resulting in repeat denials should become apparent 
relatively quickly.  Common preventable claims in-
clude letting payor billing deadlines lapse, provider 
credentialing issues, patient eligibility issues, coding 
errors, and prior referral / authorization documenta-
tion, among others.

In order for denial management to be effective, or-
ganizations must commit to dedicate specific billing 
personnel and other resources to regularly monitor, 
report, and re-bill denied 
claims. This team should 
have a mindset and clear ex-
pectation of continuous pro-
cess improvement to remedy 
preventable denials at the 
onset of the encounter. 

Implementing 
Key Performance 
Indicators (KPIs) 
over Denials 
After organizations have 
implemented preventive measures over denials to 
the revenue cycle, the next step is implementation 
of regular reporting and management.   Depending 
on the types of services, programs, and nature of the 
organization, healthcare entities should identify the 
key performance indicators over denials that are most 
critical to identifying trends and ensuring billing and 
collections are operating as effectively as possible.   
Some common KPIs for denial management include 
collection ratios, denial write-off ratio, denial re-sub-
mission collection rate, and clean claims submission 
rate.  Implementing KPIs over denials to monthly fi-
nancial reporting will help set goals and expectations 
to further define success over the third-party billing 
processes.  

Understanding Denial Causes
The need for a robust denial management process 

should be clear.  As healthcare organizations contin-
ue to merge, take on alternative payment contracts, 
and expand and diversify services, it is even more im-
portant to delineate the causes and sources of denials.  
Denials should be tracked and reported for program 
accomplishment and statistical purposes, and classi-
fied as preventable versus non-preventable.  

Some of the most common issues that come to light 
after denials have been effectively reported and sum-
marized are often isolated in nature.  For example, 
healthcare organizations may find that one single 
provider site is an outlier causing more denials, and 
that these are due to front desk control breakdowns 
specific to that site.   Given the rate of provider turn-

over in the healthcare indus-
try in recent years, it is not 
uncommon to learn that a 
significant amount of denials 
are related to delays or errors 
in credentialing new provid-
ers.  Additionally, a thorough 
analysis of denials will iden-
tify issues with specific payors 
and will give billing and col-
lection personnel the oppor-
tunity to troubleshoot claims 
up front with that provider. 
  
Creating and customizing 

reports and key performance indicators can reveal  
trends and mitigate potential issues relating to their 
denial management process.  Using  advanced data-
extraction software to summarize denial data directly 
from practice management systems, and convert that 
data into useful graphs, charts and tables can  help 
management quickly analyze and understand the rea-
sons for denials.   ❏ 
 

Denials Management - (continued from page  33)
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