
The manager’s most important job is to show the
doctors usable numbers every month. Without that,
the office is constantly at risk for surprise bad news.
Monthly financial reporting “is sound business

practice,” explains GRAY TUTTLE, CHBC, a princi-
pal with the health care consulting division of The
Rehmann Group in Lansing, MI. “It’s the only way
the doctors can make good decisions about the prac-
tice.”
And it’s the manager’s job to see that it happens.
The reports need to cover the income, the outgo,

and the receivables, and they need to show compar-
isons of today’s numbers to those of previous months
and previous years.
While the information is not difficult to generate,

he says, the sad fact is that most practices don’t pro-
duce those reports, or produce them only sketchily,
leaving the office incapable of keeping watch on the
business.

the deposits and the withdrawals

Start the reports with the income and expense state-
ments. And in each area, show the numbers for the
current month and year to date as well as for the
month and year to date for last year.
The income. The income report is basically a sum-

mary of the charges for the month and for the year to
date. It should show the gross charges, the adjust-
ments or write-offs, and the net charges.
Break the net charges down into the income

sources, or what amounts came from third-party pay-
ers, from self-pays, and from whatever other sources
of income the office has.
Along with that, show the total receivables at

month’s end.
The expenses. Next come the expenses, and those

are best shown in three categories.
First is the personnel costs. That’s all the salaries,

benefits, taxes, education, dues, membership fees, and
so on that the office has paid out for its support staff
as well as for its midlevel providers.
The personnel costs usually account for about 50%

of the overhead and about 25% of the total revenues,
though in some specialties they can take up as much
as 35% of the revenues.
Second is the occupancy costs, which are the rent,

utilities, taxes, and whatever else goes into the physi-
cal surroundings.
And third is all the other operative costs. Those are

the supplies, the insurance, the telephone, professional
fees, transcription services, and all the other bills the
office pays.
From there, show what percentage of the income

the total expenses eat up. Again, that varies by spe-
cialty. For some offices expenses take up 40% of the
revenues while for others such as primary care they
can account for more than 60% of the income.
What to watch for in that percentage is trends,

Tuttle says. “Make that the overriding objective – to
(please turn to page 3)
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this month’s
idea

Virginia manager uses contests
to help turn staff into a team
As a new manager, ANN RICKMAN set building staff teamwork

as her first goal. And she decided that the best way to reach that goal
“was to make it fun.”
So she set up contests that require the staff to work and think

together and come up with ideas that will benefit the office. The
practice is Roanoke Neurological Associates in Roanoke, VA, and it
has eight physicians and 36 staff.
The first contest was held in a restaurant where one of the drug

reps treated the office to dinner. For that, Rickman asked each
department to figure out a way to improve patient flow in its own
area and also to tell how it receives help from another department.
The department heads presented the ideas, and the physicians

selected the best presentation. Each presenter got a teamwork pin,
and the winner received a mall gift certificate.
The presentations “were fantastic.” One group, for example,

brought in a puzzle made of erasers to show how all the departments
have to work together. Another made a sign with a diagonal line
drawn through “BMG” – which stood for “bitching, moaning, and
groaning.”
The next contest was held at the end of the day, and there staff

gave suggestions for saving money. Participation was individual as
opposed to by department “so everybody had a chance to win.”
Again, the doctors chose the winning idea, which was to compile

the daily correspondence to referring offices in single envelopes
instead of mailing each item separately. All that correspondence is
now brought to a box with a divider for each practice plus a large
envelope already addressed. At the end of the day, the staffer in
charge fills all the envelopes and mails them out. That staffer is also
responsible for the mailing list, so the addresses stay updated.
Besides saving postage, the system means staff don’t have to

address an envelope for each piece of correspondence.
For the after-hours meetings, staff are paid overtime.
The physicians come to the meetings, “and they enjoy them as

much as the staff do.” They also say it makes them appreciate what
the staff do.
What the contests are doesn’t matter, Rickman says. What counts

is that everybody participates and that staff see “they are a part of
things and that their ideas are important and that they can make
changes in the office.”
If your office has set up a system that makes managing easier,

MOM would like to write about it. Contact the Editor, Medical
Office Manager, P.O. Box 52843, Atlanta, GA 30355. Telephone
404/367-1991 and fax 404/367-1995. We pay $100 for every idea we
write about in this column. �
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(continued from page 1)
identify threatening or favorable trends” in the inflow
and the outflow.
He recommends that the manager identify the trends

before the meeting and bring them to the attention of
the physicians. On their own, the doctors may not
readily spot what’s going on.

now for the collections

Next, look at the collections, and there the report
should show both the gross and the net collection per-
centages.
The gross collection percentage is the month’s actu-

al income divided by the gross charges.
The net collection percentage is the month’s income

divided by the adjusted or net charges.
Take a hard look at the net collection percentage,

Tuttle says. “That’s the most critical bit of informa-
tion” an office has. It’s the measure of its collectible
charges. It’s what the office can put into the bank, and
looking at that historically, it’s possible to get a rela-
tively good assessment of the performance.
If the net collection percentage is 96% or greater,

be pleased. “The office is collecting its fair share of
charges.”
But anything less than that “says there’s room for

improvement.” What’s more, if it’s that low, the man-
ager should be able to explain the why of it.
A low net collection percentage is a strong signal to

look at the billing procedures.
Chances are the office is not making full use of its

practice management system and “is being hood-
winked by third-party payers” who are reimbursing
less than the full amount due.
Chances are too that staff aren’t challenging the

underpayments and nonpayments.

and now for the profits

Subtract the overhead expenses from the net
income, and that’s the professional profit. That’s obvi-
ously of great interest to the owner physicians,
because it’s that amount that determines how much
they get paid.
Then break that down to show the complete com-

pensation information for each owner physician.
That’s salary, benefits, payroll taxes, professional
expenses, and so on, and it shows the doctors who’s
taking out how much money.

the practice management report

The remaining essential piece of the office’s finan-
cial picture is an evaluation of the receivables.
Again, show the monthly results for the current year

along with the monthly and annual results for the pre-
vious year.
With those comparisons, it’s easy to see how well

or poorly the current performance stacks up to the
same time a year ago. And what comes out of those
comparisons, Tuttle says, is “blinking lights on the
dashboard,” or flashers showing where attention is
needed.
“The key indicators” of accounts receivable are the

gross and net collection percentages and also the
receivables ratio, or the number of days money sits
there uncollected. Show the current dollar amounts by
30, 60, 90, and more than 90 days.
Tuttle notes that a few years ago, the acceptable

percentage of receivables older than 90 days was any-
thing under 30%. But with today’s electronic claim
submissions, “it should be less than 20% without
exception,” and it’s possible to get the number down
to below 10%.
Look also at the total amount of money in receiv-

ables. A normal range is 1.0 to 1.4 month’s worth of
the average gross charges. In other words, divide the
total receivables by the average monthly gross
charges. The quotient should fall between 1.0 and 1.4.
Though it depends on the specialty, the preferable

level is 1.3 or better, and in many offices it’s possible
for the receivables to be even below one month’s
gross charges.
If the ratio is higher than 1.3, “it’s time for the man-

ager to drill in and find out what’s causing it to be
high.”

more numbers to look at

Beyond the income and outgo, the office can draw
out a myriad of other numbers to evaluate.
One of the most useful is a summary of the main

CPT codes.
Sort those out however is useful to the office, Tuttle

says – by office and hospital services, by new
patients, established patients, consultations, follow-
ups, or even by E/M level. Seeing those numbers, the
office can identify the areas where the coding and
documentation are likely insufficient “and make vast
improvements” in income.
Some offices show the data for all the doctors col-

lectively; others present it by physician. How it’s sort-
ed is simply a matter of what the office wants to see.
Comparing those types of numbers month by month

and year by year, he says, gives the office “a good
look at where things have been and where they are
headed.”

it’s not a difficult job

Tuttle points out that financial data is easy to get.
“The office manager doesn’t have to be a rocket scien-
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tist to produce it,” he says. It’s just a matter of pulling
up reports that the office’s system should be able to
produce.
And once the system is set to produce the reports,

it’s usually no more than an hour’s job to generate
them each month, time he terms “the best hour the
manager spends on the practice all month.”
Look at the reports “as the life signs of the prac-

tice.”
Highlight individual areas with color, perhaps green

for good projections, yellow for caution, and red for
“a warning that the engine is going to shut down.”
If the physicians profess to be not interested in sta-

tistics, draw up the numbers for one month and hand
them the data. “The reports speak for themselves”
loudly enough that the doctors will appreciate the
information.
In addition, because physicians are by nature prob-

lem solvers, when they are confronted with a bad
financial picture but good data explaining it, “they
come up with viable solutions” for improving the
practice’s outlook.
Give the reports to the doctors ahead of time so

they can come to the meeting ready to discuss the
numbers and develop an action plan if one is needed.
Reviewing the reports is not time consuming. Gen-

erally it adds no more than 30 to 45 minutes to the
physician meeting.
He adds that even the timing of the meeting makes

a difference in the finances.
“The most expensive meeting is held during

appointment hours” because patient visits are lost.
Meet instead either before hours at breakfast or after
hours at a dinner meeting, with breakfast better,
“because most physicians are morning people.” �

Time’s about up
for moving to the NPIs;
watch these points!
The NPIs are advancing quickly toward full imple-

mentation.
Beginning January 1, all Medicare claims must

include an NPI in the bill and pay-to fields. Claims
that don’t have NPIs will be rejected.
The NPI can stand alone, or it’s okay to include a

legacy number along with it.
The government recommends submitting a small

number of claims with the NPI alone to see if the new
identifier is making its way through the system. If it
is, it’s safe to abandon the legacy numbers.
And for right now, Medicare is starting to reject

claims where the NPI doesn’t match up to the old
legacy number.
There are NPIs for individuals (Entity Type 1) and

NPIs for organizations (Entity Type 2), and whichever
type appears on the bill has to match the Medicare
Provider Identification Number, or PIN.
In other words, don’t use an individual NPI with a

corporate PIN or vice versa. That will cause the claim
to get rejected.
If the office gets remittance advice with informa-

tional edits, check online at https://nppes.cms.hhs.gov
/NPPES/NPIRegistryHome.do to see if the NPIs and
legacy numbers were submitted correctly. If there’s no
mistake there, make sure the Medicare enrollment
information is up to date.

go online and check for errors

Everybody’s NPI is now available online, and the
government is telling offices to check their own num-
bers for errors.
The site is https://nppes.cms.hhs.gov/NPPES

/NPIRegistry Home.do. But there’s a caution: at
MOM’s press time, Medicare was working on the site,
and it would sometimes not come up. If that happens,
just keep trying. Medicare promises it will be in ser-
vice soon.
To use it, just enter the physician’s name, and the

NPI comes up along with other information, mostly
the doctor’s address and specialty. However, the site is
not supposed to show the Social Security number or
the Tax Identification number. Neither does it show
the doctor’s date and place of birth or the name of any
contact persons given with the NPI application.
Be especially careful that the Social Security num-

ber doesn’t appear, the government says. Some offices
entered those numbers in the employer tax ID field of
the application by mistake, and if they were entered
there, they are available to the public.
If there are mistakes, make the changes at https://

nppes.cms.hhs.gov.
The NPIs are no secret. They have to be disclosed

to any person or office that needs them for billing pur-
poses.

and doublecheck the clearinghouse

Office that use clearinghouses need to double check
their NPIs.
The government reports that some clearinghouses

are taking the NPIs off claims before submitting them
for processing. They then add the NPIs back on the
remittance advice and the office can’t tell that the
NPIs were omitted.
In addition, some clearinghouses are not sending

NPI error messages from the carriers, thus leaving
offices in the dark about their NPI problems. �
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the three stages of discipline

Every office needs to follow a formal discipline
process so there’s never any doubt that the discipline
was applied uniformly.
The standard process is progressive. It begins with a

counseling or explanation of what’s wrong and what
the staffer has to do to improve. If there’s no improve-
ment, it moves on to a three-step process.
First is a verbal warning:
We’ve discussed this situation but I’ve seen no

improvement. Therefore, you are on warning that if
this isn’t improved, you will be disciplined according-
ly. As you know, this warning is the first stage of our
formal discipline procedure.
Second is a written warning, which the employee

should sign, plus a probationary period:
I counseled you on (date) and gave you a verbal

warning on (date), yet the situation has not improved.
I am therefore putting you on notice that you have 30
days to improve. If there is no improvement by then, I
will enforce disciplinary measures, which may include
termination.
And the third step is termination.
However, the office may choose to delay the termi-

nation and give the staffer one last chance in the form
of a day off with pay. Tell the staffer “I am giving you
a decision day. Decide whether you want to make the
commitment to do better or whether you want to
leave.”
Again, put it in writing and reiterate what improve-

ment needs to be made.

document the whole show

All disciplinary action needs to be documented. The
documentation doesn’t have to be formal – handwrit-
ten will do – but it does have to be complete.
Not only does that help the manager remember what

was said and done, but it’s the main safeguard against
employment law claims.
It can prevent claims from happening because it

shows the office acted appropriately. And even if a

claim does go to court, it supports the office’s posi-
tion, because judges and juries put credence in some-
one who has good records.
The staffer does not have to be shown a copy of the

documentation.

face the issue

Any manager who winces at the thought of having
to confront a staffer needs to realize that until a prob-
lem is addressed, it won’t change.
What’s more it’s poor management to allow a prob-

lem to hang on. It lowers the office’s standards. Burn-
ing silently but saying nothing about somebody’s late
arrivals, for example, tells the other staff that getting
to work on time isn’t important.

not a personal attack

The purpose of discipline is not to punish but to
modify behavior. Thus, the manager should tell the
staffer what behavior is not acceptable and what
behavior should replace it.
Don’t make a personal attack. Just explain what’s

wrong and how it affects the office. Instead of “you
always come in late,” say “your tardiness is a prob-
lem.” Or instead of “you’re a grouch,” say “you are
moody, and it affects your performance.”
Then tell what that person needs to do. And be spe-

cific. Don’t just say “you need to fix this” but “you
need to do A, B, and C.”
Afterwards, ask the staffer to repeat the expecta-

tions and even write them down. That way, there can
be no doubt that the staffer knows what to do.
Set a time for improvement, perhaps a week, and if

there isn’t any improvement, repeat the whole show,
this time with a written warning.
Sometimes there are understandable excuses, per-

haps that the lateness is happening because the staffer
is getting a divorce.
If so, listen, but don’t get into it. Stay objective and

say, for example, “your performance has been good
except for this, but for me to be fair, I have to tell you

Disciplining with success
– a MOM mini seminar –

This is the second of a three-part series on the people problems. Last month, MOM outlined ways to
ensure good hires. These pages are all about discipline – a distasteful task but definitely part of the man-
ager’s job. Next month, the topic is firing. The entire series comes from the archives of MOM.
(Editor’s note: MOM has been covering the people problems for 20 years, and we have found that

neither the people nor the problems have changed during that time!)
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that your lateness is hurting your evaluation and also
bothering the other staff.”

don’t dictate; ask

Ask for solutions rather than dictating them.
Asking shows the manager values the staffer’s opin-

ion. It also promotes compliance, because when the
staffer comes up with the solution, there’s a commit-
ment to carrying it out.
Suppose the phone needs to be answered at 8:00

a.m. but the receptionist doesn’t get cranked up till
8:10 a.m. Say “we need to pick up the phone right at
8:00 a.m., but we’re late doing that most mornings.
What do you think is the best way to get that done?”
People do respond with solutions, and the solutions

can be surprising. The receptionist may well say “I
think we’d do best if I came in 15 minutes earlier.”

be clear and get understood

Clarity is essential. The staffer has to know exactly
where the situation stands. If that person gets fired,
the firing should be no surprise.
Call a warning a warning so the staffer knows ter-

mination is a possibility. To reinforce it, send a memo
the next day saying the discussion was a warning, not
an informative meeting.
Similarly, be candid on the performance evalua-

tions. Unless the manager says otherwise, the staffer is
justified in believing the performance is acceptable.

leave a little running room

Always leave a little running room. Don’t say“come
in late one more time and you’re fired.” That person
may come in late only to say “my husband died last
night.”
And with any immediate firing matter, don’t rush to

a decision. Before accusing a staffer of drinking, for
example, make sure that person isn’t ill or experienc-
ing a reaction to medication.

don’t drop the follow-up

Throughout the disciplinary process, follow-up is
essential, because without it, the bad behavior will
almost certainly return.
Meet with the staffer and go over what improve-

ment has been made and what still needs to be done.
Also acknowledge improvement. It isn’t criticism

that solves a problem but the positive reinforcement
that occurs when the individual improves.
Acknowledge the improvement as soon as it hap-

pens. It’s immediate reinforcement that most causes

people to do what they do. People break diets because
the pleasure of eating is immediate gratification
whereas the weight loss isn’t. Give the reinforcement
fast enough and often enough to make the requested
behavior attractive.

the manager’s attitude counts

The manager’s mannerisms affect the staffer’s
response to discipline.
When setting a meeting to discuss performance,

saying “I want to talk about your terrible perfor-
mance” creates immediate anger. But “I want to talk
some things over about your job and how you view it”
causes the staffer to be thoughtful.
Don’t start the meeting with a compliment, don’t

start by asking about the family, and don’t sandwich
the criticism between two slices of praise. All that
does is tell the staffer the issue really isn’t that impor-
tant and that everything is okay.
But at the same time, be human. Don’t describe the

problem so heavy handedly that it comes across like
slamming into a brick wall. A good opener:
Staffer A, several patients have complained about

the way you address them when they come in. That
isn’t to say they are always right, but this is something
we need to explore. Is there any particular reason for
this that we can discuss?
Use “we” to show it’s a joint problem, or one the

staffer has to correct and one the manager has to make
sure gets corrected.
Outline the problem in objective terms and if possi-

ble, give data. Instead of “your attitude is negative,”
say “I’ve noticed on three occasions this week that
you said X to patients.”
Explain exactly what the staffer needs to do to

improve. Don’t say “you need to improve your atti-
tude.” Say “these are things you cannot say to
patients” or “this is what I expect you to say to
patients.”
Also own up to the criticism. Don’t blame it on the

doctors with “they want to see an improvement.” That
undermines the manager’s authority. What’s more, it’s
easy for the staffer to dispute what the absent doctors
have said, but it’s not easy to confront the manager
sitting right across the desk.

how to respond to the responses

A staffer can come back with any number of sur-
prising remarks and defenses and tactics. Be prepared
for these:
• The staffer steers the conversation off track so

that what started out as a conversation about tardiness
winds up focusing on politics. That’s easy to fall for
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because discipline is just as unpleasant for the manag-
er as it is for the staffer.
• “I’ve never done that!” Answer with specific

examples of the behavior or poor performance.
• “I have a lot of personal problems.” Ask what they

are, and if the staffer is an otherwise good worker, the
office may want to provide an accommodation. If
there is some real difficulty that makes an early arrival
extremely difficult, it may be possible to allow the
staffer to come in later and stay later.
• “Staffer B does the same thing. Why are you pick-

ing on me?” Reply with “We not discussing Staffer B
or you. We are discussing a problem, and it is X. Let’s
stick with that issue.”
• “It’s not my fault.” Ignore the remark and say

“this situation has to improve. I know you will do
your utmost to make that happen.”

keep it in the first person

What about the situation where one staffer reports a
problem with another?
Take the time to get a look at the behavior first-

hand. That takes the other staffer out of the picture
and also eliminates hearsay.
Then instead of “So-and-So says you’ve been

doing X,” say “it has come to my attention that you
are doing X to So-and-So.”

when the issue is hygiene

And then there’s the issue of poor hygiene or
appearance. Can the manager address it?
Yes. Anything that interferes with office operations

needs to be addressed, and in a medical office lack of
hygiene or a nonprofessional appearance can offend
the patients and even affect patient care.
Discuss the problem privately and discreetly. Allow

the conversation to be hurtful, and the other staff
could rally around the staffer.
The easiest solution is to have a policy that

“employees are expected to be neat and clean and to
dress appropriately for the patients and the office.”
Open the conversation with something positive

about the performance. Then get to the point, but
again, address the issue, not the person. Don’t say
“you need a bath.” Better is “There have been com-
plaints from other staff and from patients that when
you’re in the room there’s an odor. I’ve noticed it as
well. We have a policy about grooming, and you are
not following it. Is there something I can do to help
you comply with our policy? I care about you and
want to help you.”
The situation could be piteous. The staffer could be

homeless or an abused spouse and in dire financial

straits. But however sad the situation, the office’s first
concern is adherence to its own policies.

worst of all is violence

Sometimes the problem goes beyond bad perfor-
mance to violence. Here’s how to quiet the situation.
Discipline can follow, but these are the things to do
for immediate safety.
• It’s possible to stop anger before it escalates to

violence. Let the person ventilate about the problem
and acknowledge it as an issue. “I know this is frus-
trating for you. I’m going to help you right now.” That
says “I won’t ignore you. I care about you.”
• When the physical signs of anger appear – a

flushed face, body rigidity, glaring, and moving into
someone else’s personal space – stand calm and don’t
look frightened. Seeing fear can bring on aggression.
Be nonconfrontational. Arms by the sides say

there’s no challenge but no fear either. Open palms are
calming.
Make eye contact but don’t glare. Keep a distance

of four to six feet, and don’t stand over the person or
point a finger.
• If the person gets louder and more angry, an effec-

tive calmer is “Wait a minute. I have a question.”
Pause to let that sink in. Then say “I want to know

exactly what you need so I can help you.”
Oddly enough, anger usually stems from a feeling

of powerlessness. That response says the manager
thinks the individual has something valuable to say. It
gives that person a sense of strength, and the anger
tends to dissipate.
• When there’s a threat such as “I’m going to sue

you” or “somebody’s going to regret this,” hesitate for
a few seconds and then say “What you’re saying tells
me you are upset. I know this situation is painful for
you.” Most of the time, the anger starts to subside.
What not to say is “I told you this would happen” or

“you asked for this.” Right now the need is to avoid
violence, not make a point.
• When there’s fear of assault or property damage,

look for an escape route and edge toward the door.
Or be creative with something such as “I have some

information that I know will help you. Let me get it
for you now.”
Do that especially if the confrontation occurs in an

exam room where there are potential weapons such as
needles and scissors.
If escape is impossible, try to end the anger abruptly

by saying “time out. You are saying some things that
are not appropriate.” And then give a way out with “I
know you didn’t mean to do that” or “I know you’re
upset,” and follow with “but this is unacceptable, and
if you continue, I will have to leave.” �
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Two more questions
about quality coding
Here are two questions about quality coding that

Medicare says offices have been asking:
• Question: If the office has submitted claims that

did not carry quality codes, can it go back and resub-
mit them with the quality codes?
Answer: No. Medicare only allows one chance to

get the quality codes right. It’s the first-submitted
claim that gets counted.
• Question: Is it okay to attach the regular CPT

modifiers to the quality codes?
Answer: No again. The only modifiers that can go

on the quality codes are the four that are specific to
quality coding. They are
1P – service not performed for medical reason
2P – service not performed for patient reason
3P – service not performed for system reason
8P – service not performed for unspecified reason
If any other modifier is added to a quality code, the

claim will be rejected for invalid modifier use. If that
happens, the office will have to ask the carrier how to
re-open or adjust the claim.

� � �

Two Medicare items
worth taking a look at
• http://www.cms.hhs.gov/MLNProducts/

downloads /MPS_QRI_IPPE001a.pdf.
This is worth downloading. It’s a two-page quick-

reference chart that outlines the preventive services
Medicare pays for.
The first page explains the seven components of the

initial physical exam (medical and social history,
depression risk, functional ability, exam, EKG, coun-
seling on findings, and counseling on other preventive
services).
The second page explains the dozen preventive ser-

vices Medicare offers (ultrasound for abdominal
aneurysm, cardiovascular blood tests, diabetes testing,
diabetes training, Pap test, pelvic exam, bone mea-
sure, colorectal screen, prostate screen, glaucoma

screen, mammography, and vaccinations for flu, pneu-
monia, and Hepatitis B).
The chart also gives basic information on the initial

exam – who is eligible, how it’s billed, how the
copayment applies, and so on.
• The revised Medicare Physician Guide: A

Resource for Residents, Practicing Physicians, and
Other Health Care Professionals (Ninth Edition)
This is a general information guide for Medicare.
It tells how to sign up, explains the payment poli-

cies and reimbursement. It also gives good informa-
tion on E/M documentation, fraud and abuse, what to
do about overpayments, and how to file an appeal.
It’s now available in print and CD-Rom format

from the Medicare Learning Network. To order, go to
http://www.cms.hhs.gov/MLNGenInfo, scroll down to
“Related Links Inside CMS,” and click on “MLN
Product Ordering Page.” �

Denver manager outlines
the pros and the cons
of moving to a PEO
When insurance costs started to get out of hand, one

manager started looking at PEOs, or professional
employment organizations. And her experience,
though with a law office, is one any manager can ben-
efit from.
The premium increases were huge, says MELINDA

J. SLAWSON, administrator of Allen & Vellone in
Denver. They were going up as much as 20% a year
with annual costs coming close to $70,000. And as a
small employer with 10 attorneys and seven staff, the
practice “didn’t have a lot of group bargaining
power.”
So Slawson turned to the PEO relationship.
Under that type of arrangement, an office becomes

a co-employer with the PEO and thereby comes under
the PEO’s umbrella. The company can bargain for
benefits for all its clients and for the Denver office
was able to provide health insurance at a competitive
price. The savings came to nearly $30,000 a year.
But the switch to the PEO brought many other

changes as well, some pro and some con, she says.
On the positive side are the lower-cost benefits. The

company provides a good choice of plans, and
because the PEO is large, its cafeteria plan includes
benefits such as mental health coverage that the office
could not afford on its own.
There is paper savings as well. For example, payroll

is not on the office’s tax ID number but instead goes

little bits
of information



medical office manager / october 2007 page 9

through the PEO, so it’s the PEO that oversees the
payroll administration.
And there are time-saving benefits in that the PEO

takes over the human resources work.
That’s particularly helpful with hiring and firing,

she says. “It used to take several days and letters” to
complete either a hire or a fire. Now the PEO not only
takes care of the paperwork but provides advice on the
legal aspects of handling employee issues.
The company also enrolls the employees in the ben-

efits, mails out the benefits information to new
employees, and provides a contact person for employ-
ees’ insurance questions. And it administers retire-
ment programs such as 401K plans.
Beyond that, the employees can access their own

information online. They can sign in on the website
and do things such as check their salary amounts and
change tax withholdings.
Overall, she says, the benefits are the money sav-

ings, the time savings, and the accessibility for the
employees.

and now for the cons

But the cons come right along with the pros.
One drawback is that the office “loses some con-

trol” over what benefits it can provide. For example,
for the cafeteria plan, the PEO set the maximum con-
tribution amount at $3,500, whereas the practice origi-
nally allowed a $6,500 maximum. Thus, everybody
now loses that tax savings.
For small offices, there are employment law con-

cerns as well. Slawson points out that joining a PEO
takes an office from maybe a 10-employee organiza-
tion “to a billion-employee company.” And that makes
it subject to rules that otherwise would not apply
because of size, such as the Family and Medical Leave
Act, the Americans with Disabilities Act, and discrim-
ination and affirmative action requirements.
While many small employers follow those regula-

tions out of choice, with a PEO they become a
requirement.
And, she says, an office can end up on the short end

of a PEO’s errors. She cites one situation where an
employee was going to be terminated, and before the
employer talked with that person, the PEO sent the
last paycheck with a separation notice.

some other points to note

Slawson also advises watching out for several
points.
One is the timing. The move to a PEO needs to be

done in January, not mid year.
Joining a PEO, she explains, puts the employer

under the PEO’s tax ID number, and if the switch is
made mid year, “all the federal and state tax counters

start over.” Her advice is to start with a PEO January
1. Her office didn’t, and it lost two months being
under the new tax ID number.
If a January 1 date is not feasible, however, she rec-

ommends negotiating with the PEO about not losing
the tax advantages. Many PEOs are willing to negoti-
ate and will often make exceptions on various points,
because they want to bring in new people “and keep
them.”
Another point to watch is the PEO’s handbook.

Slawson’s advice is to read it.
It should spell out who’s responsible for what when

it comes to investigations for harassment and discrim-
ination. In many cases, that’s assigned back to the
worksite employer, she says.
Be clear too on whether the office can use the PEO

as a resource before it fires someone.
Also find out if the office comes under the PEO’s

employer liability insurance.
Look carefully too at the actual cost of the venture.
The fee is a percentage of the gross payroll, and as

the payroll increases, so does the fee. It’s possible for
the amount to reach the point where “the administra-
tive cost eats up any savings.”
She notes further that getting started with a PEO

entails “a huge amount of paperwork,” because the
office essentially has to redo all its benefits and
employee procedures. It requires setting up class
descriptions for who gets what level of benefits and
also selecting benefits plans and deciding how much
the office and the employees will pay.
However, she says, once the PEO takes over, the

road smoothes out considerably to the point that the
office can save money and time. �
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A look at documentation:
what makes it complete?
BY THERESE M JORWIC, MPH, RHIA, CCS, CCS-P
A reader has asked what specific items an auditor

looks for in the documentation for patient encounters
and physical exams.
She is DONNA HUNT, practice manager for The

Light Clinic in Germantown, TN.
To answer that, go back to the basics: why does

there need to be documentation in the first place?
The most important reason is to ensure good ongo-

ing care. With complete documentation, any provider
can pick up a record and know exactly what has been
done. And the fragmentation of care seen today well
illustrates the need for that.
Beyond the care, excellent documentation makes

possible excellent coding, which in turn produces
excellent reimbursement.
It also reduces the office’s vulnerability for mal-

practice claims, because it’s proof of the quality of
care the doctor has provided.
Patient comfort comes into play as well. When the

record carries the results of tests, those tests don’t get
repeated unnecessarily.
And audit-wise, the office knows it can pass muster,

because if there’s documentation to support every
code, there are no worries.

how to lose an audit

Though every provider is aware of all that, offices
still produce inadequate documentation, and a number
of factors are at fault.
Some doctors fear that E/M overcoding will spark

an audit and so err on the side of undercoding. Yet if
the documentation supports it, the appropriate level
code is not only unquestionable but will keep the
auditors at bay, because what attracts an auditor’s eye
is anything that makes the doctor stand out from the
crowd. And too many low-level codes do that just as
surely as do too many high-level codes.
Incorrect coding is caused further by oversimplifi-

cation of coding. Some offices use a limited number
of codes for various diagnoses without taking into
consideration the nuances of the disease. For example,
an office might use just one code for all urinary tract

infections or just one level E/M code for all its estab-
lished patients.
Sometimes the issue is familiarity. The doctor has

treated a patient for many years, knows all of that
patient’s conditions, and so doesn’t take the time to
document longstanding conditions such as chronic
heart failure or insulin control problems at each visit.
And sometimes the physician documents only the

abnormal test results and not the normal ones.
Whatever the cause, the penalty is significant. The

lack of documentation can force a code to a lower
level and a lower payment. Or another doctor, seeing
no documentation of heart failure or diabetes, may
treat the patient improperly. Or if normal test results
aren’t shown, tests may be repeated unnecessarily.

follow the guides and make it clear

So what should the record include? Obviously,
exactly what was done for the patient.
Guidelines for documenting the E/M codes were

published in 1995 and again in 1997, and offices are
free to use whichever version they prefer.
Both can be found at http://www.cms.hhs.gov

/MLNEdWebGuide/25_EMDOC.asp. And both have
aged to the point that offices need to revisit them.
On pages 11-12 of the 1997 version are the require-

ments for multi-system and single-organ system
exams.
Note the three documentation guidelines, each

marked as DG, on page 11. They emphasize that
• For affected areas or organs, it’s not enough to

say findings are abnormal; the specific abnormalities
must be documented.
• The same for asymptomatic areas or organs;

abnormal findings have to be documented.
• Normal findings have to documented as well,

though it’s enough to note only “negative” or “nor-
mal.”
On page 14 begins a chart of the actual elements the

exams have to cover. And it’s simply a matter of
counting to determine whether an exam is problem-

ICD-9-CM and CPT
coding update

by john chase
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focused, expanded problem-focused, detailed, or com-
prehensive.
Following those guidelines, the office should do a

self audit. Pick a sample of claims and recode them
and see if today’s codes match those on the claims.

no magic words

There are no magic words for good documentation.
All that’s required is to be clear. For example, to show
that the skin was examined and found to be normal,
just say it outright: the skin was examined and found
to be normal.
The documentation has to be clear enough that any-

body – including the auditor – can look at it and know
what was done and say “yes, this supports code X.”
It won’t hold water for the doctor to say “I always

check his blood pressure, because I know he has
hypertension.” If it’s not documented, it wasn’t done.

quality measures

Documentation for the new quality measures fol-
lows the same rules.
And once again, if the doctor opts not to perform

one of the quality measures, that has to be document-
ed along with the reason for that decision.
Suppose the doctor opts not to prescribe ACE

inhibitors for chronic heart failure because the patient
is taking some other medication. It’s not enough just
to use modifier 1P (service not performed for medical
reason) or to say just that ACE inhibitors are con-
traindicated. The record has to say that ACE inhibitors
are contraindicated because the patient is taking med-
ication X or whatever.
Many offices are failing to do that. Yet without that

documentation, the only logical inference is that the
doctor missed an opportunity to prescribe ACE
inhibitors, and so the claim doesn’t count toward the
quality score.
Some offices have programmed their systems to

produce pop-up reminders so that if the patient has
chronic heart failure, for example, a pop-up says to
order ACE inhibitors.
Checks such as that can be used equally well with

paper records. The nurse could check that the quality
documentation is complete and that contraindications
are documented. Or the office could use a stamp in the
record to remind the doctor to perform and document
certain elements.
As with all other coding, the foundation of the qual-

ity codes is complete documentation.
Therese M. Jorwic, MPH, RHIA, CCS, CCS-P, is

assistant professor of health information management
at the University of Illinois at Chicago and senior
consultant for MC Strategies in Atlanta. �

Clutter on the desk
= clutter in the mind;
how to chase the papers
Keeping the desktop – the wooden one – cleared off

and organized is more important that most managers
realize.
Looking at a pile of papers makes it difficult to

focus on the task at hand, “because every little thing
on the desk disrupts concentration,” says professional
organizer CHRISTI YOUD of Organize Enterprise in
American Fork, UT.
The great part of what’s on any desktop is items

that need attention now, and those items are a constant
reminder of something that still has to be done.
Worse, litter is a time waster, because the manager is
constantly looking for things. The average office
worker spends eight minutes of every hour searching.
“That equates to one hour a day of wasted time,” she
says. Extrapolate that to six weeks or a year, and the
expense of clutter becomes apparent.

start with a 31-day organization

The only way to rise above the clutter is to set up a
system of organization, Youd says.
She recommends a two-part system. The first part

covers the active work, or “the stuff that needs to be
done right away.” And the second covers the things
that need to be kept long-term. All together, they will
likely take up three or four file drawers.
For the active papers, clear out a section of a desk

drawer and put in 31 hanging files – one for each day
of the month. Make that the drawer that’s easiest to
get to, because it will get the most use.
The one-month section can be expanded to include

however many months the manager needs to plan for,
she says. There can even be 12 such sections to cover
a full year. But one month is usually enough.
Use the 31 files for papers, e-mails, phone mes-

sages, or whatever. File each item by the date it needs
to be acted on, not the date when the item has to be
completed.
At the end of each day, pull out tomorrow’s folder

and prioritize what’s in it.
How to decide what should and should not go into

the daily file? As each new item walks in, ask “can I
discard this? can I delegate it? can I handle it in 60
seconds or less?”
If none of those options applies, drop it in the

monthly file.
Behind the 31 daily files, add 12 more files labeled

January through December.
Use those for projects that span more than a month

or for things that don’t need to be started until a few



months from now, or for papers such as a flier on a
conference a few months hence.
At the first of each month, go through the month’s

file and put things in their appropriate date slots.

follow with the reference files

The second part of the organized-desk file system is
the reference information. Those are the documents
the manager “has to hang on to and refer to from time
to time” as opposed to things that need action.
Set up no more than five file sections for those

items, Youd says. Research shows that people can
remember five distinctions automaticallly, but more
than five, and there’s thinking to be done.
To choose the five section titles, just list all the

things the job entails and condense them into five
broad categories such as finance, marketing, payroll,
rent, human resources, and so on.
In her own office, for example, the first file is for

financials or all the payables, receivables, payrolls,
and anything that involves money transactions. The
second is production, or the projects she is working
on. Those are followed by marketing, research and
development, and administrative items.
Within each of the broad categories will be several

hanging files, each with its own heading. Put those in
alphabetical order.
Keep the individual files to no more than 30, she

says. If there are more than that, “look for areas where
some headings can be combined.”
And don’t hesitate to put as many as 50 pieces of

paper in each one. It takes less time to look through

50 pieces of paper in one file than it does to pull one
small file after another searching for an item.

it’s easy to use

How to use the system? When a new item comes in,
ask “what category would I look in if I were searching
for this?” Then put it there under whatever individual
file title applies.
Conversely, when searching for something, think

which of the five categories it falls into and search the
alphabetized files within that category.
With that type of system, even an outsider can find

papers. A doctor searching for a document, for exam-
ple, can easily see which category applies and then
thumb through the files within that category.

a half dozen miscellaneous tips

Youd also offers these miscellaneous recommenda-
tions for good filing.
• Don’t put more than one file folder in a hanging

file. Multiple folders tend to slide down behind each
other, and that makes the labels hard to see.
• Double-label the individual files with the name of

the main category followed by the name of the indi-
vidual file. Then when it’s time to replace a file, it’s
clear which category it goes in.
Without that double label, she says, “little by little

things get missed” and the system gradually moves
out of order.
• Don’t stuff the drawers. Each one has to be “com-

fortable and pleasant to use” or papers simply won’t
make their way into it.
It should be possible to open each drawer and put a

piece of paper into a folder with just one hand. If it
takes two hands to pry that folder open and squeeze
the paper in, the drawer is too full. And pretty soon
there will be yet another heap on the manager’s desk.
• Don’t arrange the alphabetized plastic tabs on the

hanging files left to right. When a new file gets added,
all the tabs are immediately out of place and the files
look a mess. Just keep the labels one behind the other,
and put the tabs on whatever side “is closest to the
body,” because that’s where they are most visible.
Put the tabs for the five major categories on the

opposite side of the drawer so they stand out from the
others.
• Use colored files with matching plastic tabs, and

use a different color for each of the five categories.
That makes it easier to refile items and also keeps

files from getting misplaced.
• Get into a five-minute habit. Take five minutes

before lunch and five minutes at the end of the day to
clear out the clutter. That way the desk will stay orga-
nized indefinitely. �
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