
Health care reform is now reality. And reality is a
gargantuan conglomeration of new health insurance
coverage funded by new taxes and fees on individuals,
business, insurers, drug manufacturers, medical
device companies, and the wealthy, with wealthy
defined as individuals earning more than $200,000 a
year and married couples earning more than $250,000
a year.

Along with that, the Patient Protection and
Affordable Care Act (H.R. 3590) brings in 159 new
government agencies and 16,500 new IRS agents to
oversee the collection of its taxes and fees.

The provisions of the new bill are spread out over
almost 10 years, with the first significant changes
coming as early as this year – adults with pre-existing

conditions can join high-risk insurance pools, children
can stay on their parents’ insurance plans until age 26,
Medicare patients get a $250 rebate on doughnut-hole
drugs, and people who want to get a salon tan have to
pay an extra 10%.

The bulk of it, however, doesn’t take effect until
2014 when the new health insurance exchanges will
be in place. And by 2018, just about all the provisions
of the new act will be up and going.

a question for doctors
While the bill covers every conceivable area of

health care, for doctors there are two noticeably
absent items.

The first is tort reform.
Though one of its main purposes is to cut health

care costs, the bill does not address the cost of high
malpractice settlements, which spawn defensive medi-

cine that is both unnecessary and tremendously expen-
sive.

The second is the formula used to calculate doctors’
Medicare payment updates.

That formula automatically produces a pay cut each
year – this year’s being 21%. Each year, Congress has
stepped in at the eleventh hour and changed the cut to
a minimal raise. (This year, it hasn’t even done that. It
has only extended last year’s payment rates until
October.)

But there has never been any attempt to fix the for-
mula permanently, leading to speculation that doctors’
payments may simply be sitting on a back burner
awaiting significant change.

Two factors seem to point to that.
One is quality coding. Hospitals are already seeing

their payments linked to it. Beginning in 2013, quality
measures will determine their payments for treating
diagnoses that are both frequent and expensive. And

(please turn to page 3)
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this month’s
idea

How to counterbalance no raises?
Give bonuses for top performance

How can an office keep staff motivated when raises are slim to
nonexistent?

In Florissant, MO, VIRGINIA L. STOLLEY, practice adminis-
trator of LRVS Medical, has replaced raises with earned bonuses.
The practice is small, with one physician, two nurse practitioners,
one nurse, and a clerical staff of four.

The bonuses are not a regular thing and they are given on an indi-
vidual basis. They come with a remark of “you did a great job on X”
or “I appreciate your taking care of the office when I was away.”

The top amount is $100, and that’s for outstanding work. Other
times it’s $50.

Staff who don’t exhibit top performance also get recognized, usu-
ally with a $25 gasoline card. Unless there’s some type of recogni-
tion, Stolley says, people look for other jobs. And finding replace-
ments and training newcomers is both expensive and time-consum-
ing.

The gas cards also serve as an unexpected lift and sometimes
come with nothing more than “I know this has been a hard day for
you, and I appreciate your coming in.”

People can get bonuses and gas cards about once a quarter, and
everybody gets something every quarter. To keep them from becom-
ing a regular expectation, when she does give a bonus, she asks the
staffer to keep it private.

She has explained to staff that the current economy is not sup-
porting pay increases, and she prefaces the bonuses with “we can’t
afford to give raises, but I would like to give you this.” That has
counterbalanced the lack of raises, she says. Staff “are happy to
have a job,” particularly one that carries an occasional pay boost.

Surprisingly, what Stolley has found is that the bonuses do far
more for the practice than raises ever did.

By itself, a raise “doesn’t make performance any better,” she
says. People expect raises, so they don’t make any day-by-day effort
to get them.

But seeing that their individual work is being noticed and appre-
ciated, staff “take more of a partnership attitude toward the prac-
tice.” They pay attention to details that affect the practice – that
Patient A didn’t make a follow-up appointment or that the doctor
didn’t check a box on the superbill. They also notice things that
need to be changed. One staffer, for example, pointed out that the
chairs in the reception area needed to be cleaned. “And she was
right,” Stolley says.

If your office has 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
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(continued from page 1)
by 2015, their payments will be cut if they have a high
rate of new conditions occuring during hospitaliza-
tion.

Medicare plans to extend that concept to physicians
by creating a system that will pay for overall quality
instead of individual services.

The other factor pointing to payment change is the
fact that the new government agencies set up under
the bill are studying payment systems designed specif-
ically to save money.

An example is the alternative care organization, or
ACO, where hospitals, physicians, and other providers
group together to care for various patient populations
and get paid according to a formula based on quality
and cost efficiency. The idea is that there will be coor-
dination of care and thereby less expense.

Another example is payment bundling where a sin-
gle payment would be made for caring for an individ-
ual patient, and the physicians and hospitals involved
would have to divide it up amongst themselves. That
concept has been floating about since 1983 when
Medicare introduced prospective payment or the DRG
system for hospitals.

And the third factor is a new independent payment
advisory board, the IPAB, which the law has estab-
lished to set Medicare’s payment rates. The IPAB has
no direct congressional oversight. Instead, its recom-
mendations will stand unless Congress takes action to
stop them.

Because the IPAB has very much a free rein, it’s
possible doctors will see considerable changes to their
payments.

The new health care bill has been and remains con-
troversial and under siege. At MOM’s press time,
more than 35 states had challenged its constitutionali-
ty and said they will pass legislation to block the bill
entirely. There is also speculation it will force a turn-
around in the Democrat/Republican makeup of
Congress after the November elections and possibly
be repealed.

But whatever might happen, it’s today’s law.
The particulars are outlined on pages 5-9. �

The six places where
most managers meet
wage and hour woes

Wage and hour violations are so common that more
than half the country’s employers are guilty of them.

“Employers don’t try to violate the law,” says
Columbia, SC, human resource consultant PAUL
HILTON. “They just don’t know what the law is.”

Even so, when the EEOC comes knocking, “I didn’t
know” is no defense. The office can still be liable for
several years’ back pay and overtime, and depending
on how many employees are affected, “the damages
can be in the hundreds of thousands of dollars.”

And the odds of getting investigated are good. The
Department of Labor has recently added 250 investi-
gators to its wage and hour division team.

And investigations aside, if the office meets with
any type of employment law issue, even one as unre-
lated as discrimination, the plaintiff’s attorney will
start digging for other violations, and count on it that
wage and hour will be at the top of the list.

Here are six of the most common violations.

a job by any other name . . .
First is the basic overtime exemption.
Hourly employees get overtime; salaried employees

don’t. And giving somebody a high-sounding title and
calling the position salaried doesn’t exempt an
employee from getting overtime.

In general, for someone to be salaried and therefore
not eligible for overtime, the job has to pass a three-
part test, Hilton says.

First is the salary. It has to be at least $23,660 a
year. Anything short of that and the employee is
hourly and gets overtime.

Second is the pay schedule. To be exempt from
overtime, the employee has to be paid the same
amount every week regardless of the number of hours
worked or not worked.

And third is the job duties. There are four cate-
gories that don’t get overtime – professional, manage-
rial, administrative, and outside sales. And rarely, if
ever, do any staff fall into one of those categories.

volunteers can’t be appointed
The second violation is in volunteer time.
The volunteer work employees do of their own

volition is one thing. But if the office requires or even
“strongly recommends” that they spend time at some
volunteer event, that’s payable time.

Suppose the doctors sponsor a Chamber of Com-
merce booth and the manager says “I need three vol-

Where to find it all
To access the Patient Protection and Affordable

Care Act, go to http://thomas.loc.gov/cgi-bin
/bdquery/z?d111:H.R.3590:.

That is the Library of Congress site, and it
shows several options. One is “all information,”
which is a summary of the bill. Another is “text of
the legislation.” Go there, and click on the last
choice, which is the final bill. It separates the text
into sections and titles and is the easiest way to
navigate the new bill. �
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unteers to manage our booth.” That’s not volunteer
work, because the “I need” part can easily be inter-
preted to mean the office is requiring somebody to
manage the booth. “Besides,” Hilton says, “the busi-
ness is benefiting from the employees’ presence.”

Make it clear that the voluntary work is exactly
what it says it is – voluntary. Phrase the request as “it
would be nice if you volunteer to help with the booth”
and it’s volunteer time. But phrase it as “we want you
to be there” and it’s paid working time – and possibly
overtime as well.

For safety, add a statement of “this is a volunteer
event, and there will be no negative consequences for
nonparticipation.”

comp time at the wrong time
Mistake #3 is giving comp time at the wrong time.
That happens often, Hilton says. A staffer works 10

extra hours one week and the manager says to take off
10 hours next week.

It doesn’t matter how much time off the office
gives that staffer the following week, it still has to pay
overtime for those extra 10 hours.

That’s because overtime is counted by the work-
week. Extra time in one week is overtime. The office
can’t average the hours over two or more weeks.

That’s federal law; some states such as California
have even more stringent time restraints.

There’s no way to get around that, he says. Even if
the staffer asks for the time off next week in lieu of
overtime, it’s still a violation. “Employees can’t arbi-
trarily sign away their rights to overtime pay.”

Neither is it permissible to give a bonus in lieu of
overtime pay. Suppose several staffers work at the
health fair and the office gives each one a $100 bonus
instead of counting the actual hours and paying over-
time. That doesn’t pass muster. Every employee has to
get overtime for every extra hour worked.

the sandwich and the telephone
Watch the unpaid lunch breaks. They have to be

free time – nothing more.
Don’t ask a staffer to answer the phone during

lunch. If that staffer takes even one brief call or does
any other work during that time, the break didn’t hap-
pen. The office has to pay overtime for it.

That’s true even if the manager lays out an edict
that staff can’t answer the phone during their lunch
breaks. If a staffer violates that rule and answers it
anyway, the office has to pay up.

Lunch is a dangerous area, Hilton notes, because
any conscientious employee eating at the desk will
pick up the phone or answer an e-mail. “And when
people do that, they are back at work.”

For safety, make it a rule that staff leave their desks

and go elsewhere during their lunch times.
The penalties can mount up, he cautions. If a staffer

works through lunch every day for a year, that’s time
and a half for five hours a week, four weeks a month,
and 12 months a year.

the unapproved overtime

Mistake #5: What if the office has a rule that over-
time has to be preapproved and somebody works with-
out getting approval?

Pay up. No policy can relieve an employer of the
responsibility to pay for overtime.

So how can the manager prevent a staffer from
racking up unauthorized overtime hours?

Treat it as a discipline matter. Tell the staffer that
continuing to work unauthorized hours can result in
firing, and count that as the first warning.

training and travel time

And finally there’s training time. Yes, the office has
to pay for it.

Any training that’s required by or related to the job
is compensable and qualifies for overtime.

That’s true even if the training is held offsite and
after hours. Hilton gives the example of a weekend
out-of-state seminar. Throw in a plane trip, a fancy
hotel, and a generous meal budget, but if the seminar
is for the betterment of the organization, it’s work-
time, and staff get paid for the time they spend in it.

What about travel time?
For one-day trips, the general rule is that people

get paid for all the time, including the travel time,
though that doesn’t include their normal home/work
commute time.

For overnight trips, they get paid for whatever trav-
el time falls into their normal working hours, whether
on regular working days or on corresponding hours
during nonworking days.

So suppose there’s a Monday seminar and a staffer
leaves at 3:00 p.m. Sunday and spends the night in a
hotel. The office only has to pay for two hours of
Sunday travel – from 3:00 p.m. to 5:00 p.m. – because
it occurs during the staffer’s normal work time.

However, if the staffer leaves at 8:00 p.m. Sunday,
the office doesn’t have to pay for any travel time,
because it isn’t done during the regular work time.

And here’s a real surprise.
Suppose two staffers leave together at 3:00 p.m.

Sunday and the passenger works on a laptop until they
get there at 8:00 p.m. The driver gets paid for the two
hours from 3:00 p.m. to 5:00 p.m. and that’s it. The
passenger, on the other hand, gets paid for the two
travel hours plus the three hours from 5:00 p.m. to
8:00 p.m. because that time was spent working. �
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the insurance mandate
By 2014, just about all legal residents will have to

have a specific amount of health insurance coverage
or pay an annual fine to the IRS.

For individuals, the fine will start out at $95 or 1%
of income, whichever is greater, and steadily increase
until 2016 when it goes to $695 or 2.5% of income.
For families, the penalty goes as high as $2,085.

A few people get a little relief from that require-
ment. Persons with financial hardship, persons with
conflicting religious beliefs, American Indians, and
people under 30 have the option of buying not what
everybody else is required to have but a lesser policy
that only pays for catastrophic medical costs and three
primary care visits a year.

People can go without coverage for no longer than
three months. After that, they have to start paying the
fines.

the exchanges
States have until 2014 to set up health insurance

exchanges.
An exchange is a government market place where

people can buy health insurance. The exchanges aren’t
insurers. Instead, they contract with private insurers.
Mostly they will make coverage available to people
who don’t get it from their employers. There will also
be separate exchanges for small businesses to buy
coverage.

Originally, the proposal was to have a single nation-
al exchange, but that was dropped and replaced by the
state exchanges.

Every plan in the state exchanges will have to pro-
vide a basic benefit package.

The idea is that the exchange system will organize
the insurance market by giving people a one-stop shop
for comparing prices and benefits and choosing what-
ever plans best suit their needs.

The exchanges will also keeps premiums lower,
because they can exclude plans that make unjustified
premium hikes.

People with lower incomes (no more than four
times the federal poverty level – $43,320 for an indi-

vidual and $88,200 for a family of four) can get tax
credits to help cover their premiums when they buy
from an exchange.

essential benefits
All plans – exchange or not – will have to cover at

least 60% of a list of essential benefits. The list
includes these items:

ambulatory care
emergency services
hospitalization
mental health and substance abuse care
prescription drugs
rehab services
laboratory services
preventive and wellness care
chronic disease management
maternity and newborn care
pediatric care, including oral and vision care

what everybody gets

• Medicare prescription drugs. The bill gradually
closes Medicare’s “doughnut hole,” which is the drug
expense area from $2,830 to $4,550 where there is
currently no coverage.

This year, Medicare patients who reach the dough-
nut-hole spending amount will get a $250 rebate.

Next year, they will get a 50% discount on brand-
name drugs that fall within the doughnut hole.

And by 2020, there will be no gap at all in the drug
coverage.

• Medicaid expansion. Medicaid gets expanded to
all people under age 65 with incomes of 133% of the
federal poverty level, which comes to $29,327 for a
family of four.

Through 2016, the federal government will pay
states 100% of the cost of covering newly eligible
individuals.

• Tax subsidies. People with incomes lower than
four times the federal poverty level (individual
$43,320; family of four $88,200) will get subsidies for
buying insurance from a state exchange. The amount

Health care reform
– a MOM mini seminar –

The new Patient Protection and Affordable Care Act carries more provisions than anybody can
count. The Library of Congress has an indexed version of the bill that is somewhat easy to follow.
The address is http://thomas.loc.gov/cgi-bin/bdquery/z?d111:H.R.3590:.

Here is an overview of the main points of the bill that affect medical offices and their patients.



page 6 medical office manager / april 2010

will depend on their actual incomes.
To qualify for the subsidy, they cannot be eligible

for Medicare or Medicaid and cannot be covered by
an employer.

Also, employers with fewer than 25 employees and
an average wage of $40,000 will get tax credits to buy
coverage.

• Private insurance coverage. There are a lot of
provisions here.
– By midyear, people who have pre-existing condi-

tions and have been uninsured for at least six months
can get coverage from high-risk insurance plans. The
government will subsidize the premiums.

This is a temporary fix that will continue only until
2014 when the exchanges come in.
– Also beginning this year, insurance companies

cannot deny coverage for children because of pre-
existing conditions.

That provision came under immediate challenge
from the insurance industry, which claimed that the
way the bill is worded, the coverage could not begin
until 2014. However, after a few strong words from
the government, the industry backed down.
– Beginning in 2014, payers cannot deny coverage

for adults because of pre-existing conditions.
– Payers have to accept every employer and every

individual in the state who applies for coverage,
regardless of medical condition, past claims, or genet-
ic information.
– Payers can’t set rates based on health status.

Rates can differ only on a basis of type of coverage,
rating area, age, and tobacco use.
– By 2014, payers will have to cover maternity care

at the same level they cover other medical procedures.
– Effective this year, unmarried dependent children

can stay on their parents’ plans until age 26.
– Payers can’t end coverage because a beneficiary

gets sick. They can only end it for fraud or intentional
misrepresentation of facts.
– Beginning in 2014 there can be no annual or life-

time limit on coverage.

• Public health. By 2014, restaurants and food ven-
dors with 20 or more locations will have to give the
calorie counts for their foods on menus, drive-through
menus, and vending machines. Along with that, infor-
mation on saturated fat, carbohydrate, and sodium
content has to be available upon request.

employers’ obligations
Employers with 50 or more full-time employees

don’t have to offer coverage, but it will be in their

best interest to do so, because if any one full-time
employee gets a premium subsidy from the govern-
ment to buy individual insurance, the employer has to
pay a fine. The amount is $2,000 for every full-time
employee.

There is a limiting factor there, however. The fee
doesn’t apply to the first 30 employees.

There’s more. Even if an employer does offer cov-
erage, it will have to help out its low-income employ-
ees (those who make less than four times the federal
poverty level) who don’t want the office’s coverage
but want to buy insurance from the state exchange
instead.

If those employees’ share of the exchange premium
is more than 8% of income, the employer has to pro-
vide each one with a “free choice voucher” equal to
what it would have paid to provide coverage for them
in the company plan.

Employers with fewer than 50 employees don’t face
any fines.

What’s more, those who do provide coverage can
get tax credits to help pay for coverage if they have no
more than 25 employees and an average wage no
higher than $50,000.

This year, the tax credits can go as high as 35% of
the premium cost; by 2014, they can reach 50%. The
lower the salary level, the higher the credit.

new rules for insurance companies
Lots of new requirements here:
– Each plan will have to report how much of its

premium revenues goes to medical care and how
much goes to administrative costs – including execu-
tive salaries.

And next year, any plan that spends too much on
itself will have to give rebates to its customers.

How much is too much? For plans provided by
employers with more than 100 employees, no more
than 15% of the premium revenue can go to adminis-
trative costs; the other 85% has to go to medical care.
For smaller employer plans and also for individual
plans, administrative costs can account for 20% of the
revenue.
– Payers will have to explain benefits and costs

clearly to their customers, and there are standards for
doing so.
– Deductibles for small-group plans will be limited

to $2,000 for individuals and $4,000 for families.
– There will be a new government entity that con-

trols rates.
– Effective this year, new plans can’t charge co-

pays or deductibles for preventive care and medical
screenings.
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abortion
Because there was debate on whether the language

in the bill could allow federal funds to be used for
abortion, the President issued an executive order for-
bidding it. The order states that plans in the exchanges
cannot use their federal money to cover abortions
except in cases of rape, incest, or risk to the mother’s
life.

To ensure that, the exchange plans will have to sep-
arate their private insurance funds from their taxpayer
funds.

That means a woman will have to pay for abortion
coverage with a separate payment and the payer will
have to keep that money in an account that’s separate
from the federal funds.

illegal aliens
People who are not “lawfully present in the United

States” will not be allowed to buy health insurance in
the exchanges, even if they pay completely with their
own money.

Neither are they eligible for Medicaid.

Medicare Advantage
Medicare Advantage, which is the private portion of

Medicare, does not have a bright future.
The new law freezes their reimbursement at the

2010 level and gradually cuts their reimbursements to
the level of traditional Medicare.

In addition, it ends the extra benefits the Advantage
plans now provide such as free eyeglasses, hearing
aids, and gym memberships.

paying for it all
To pay for it all, the government will cut $500 bil-

lion from Medicare over the next decade.
It will also raise $438 billion through new taxes and

fees. Here are the major revenue sources.

• Hospitals. Beginning in 2012, hospitals with high
rates of preventable readmissions will get their
Medicare payments cut.

• The wealthy. And wealthy is defined as an indi-
vidual earning more than $200,000 a year or a married
couple earning more than $250,000 a year.
– There will be an increase in their Medicare pay-

roll tax. Starting in 2013, the Medicare hospital insur-
ance tax rate will go up from the current 1.45% to
2.35%.
– Also starting in 2013 the Medicare Payroll Tax

will be expanded to include unearned income such as

dividends and interest, and people defined as wealthy
will have to pay an additional 3.8% tax on their
investment income. Currently, the investment tax is
15%.

• Individuals. There are two main elements here.
– The threshold for getting tax deductions on unre-

imbursed medical expenses will go up from 7.5% to
10% of the adjusted gross income.
– Beginning in 2013, the amount of tax-free money

people can put into health savings accounts will be
lowered to $2,500. Currently it is $3,050 for individu-
als.

• Insurance companies. In 2018, insurance compa-
nies will start paying a 40% excise tax on the Cadillac
plans they offer. Those are the more expansive plans
that have high annual premiums. The tax applies if the
annual premium is more than $10,200 for individuals
or $27,500 for families. Dental and vision coverage
don’t get counted in those amounts.

The tax applies to whatever amount of coverage
exceeds those thresholds. Thus, for a single person
with a plan that costs $11,000 a year, the tax will
apply to $800 of that amount.

The insurance companies will pay the tax, but it
will likely be passed along to the plan holders.

Related to that, starting next year, employers will
have to report the value of the health care benefits
they pay for on their employees’ W2 tax statements.

• Drug manufacturers. Next year, pharmaceutical
manufacturers with more than $5 million in annual
sales will have to pay a $2.3 billion fee that will be
determined by their market share and will increase
over time. Over the next 10 years, drug makers will
pay $33 billion.

• Medical device manufacturers. Starting in 2013,
these manufacturers will have to pay a 2.3% tax on
their sales. However, eyeglasses, contact lenses, and
hearing aids will be exempt.

• Tanning salons. Starting in July, there will be a
10% tax on using indoor tanning salons.

and doctors pay for it too
As for doctors, the new bill cuts Medicare all

around in an effort to reduce its projected growth for
the next 10 years by $500 billion.

Of that, $116 billion will come from payment cuts
to the Medicare Advantage plans. But a lot of it will
come from hospitals and providers.

Medicaid rates for primary care services will go up
to the level of Medicare. That’s because the bill will
make more people eligible for Medicaid coverage, and
Congress recognized that even though those patients
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will have coverage, few doctors will be willing to
accept them unless there is an increase in the payment
rates.

Quality coding steps to the payment forefront for
both doctors and hospitals.

Beginning in 2013, hospital payments will be
linked in part to performance on quality measures for
frequent and high-cost conditions.

And in 2015, hospitals in the top 25th percentile for
hospital-acquired conditions for certain procedures
will get payment cuts.

Quality reporting will also expand to long-term care
hospitals, cancer hospitals, rehab, and hospice.

And there are new payment methods on the horizon
designed to cut costs – particularly the cost of pay-
ments to physicians.

One, which will begin in 2012, is the alternative
care organization, or ACO, where hospitals, physi-
cians, and other providers jointly take care of individ-
ual patient groups and get paid according to a formula
that takes into consideration quality goals and cost
reductions.

Another similar approach is payment bundling
where providers aren’t paid separately for their indi-
vidual services but instead share in a single payment
for each episode of care.

159 new government agencies

The bill creates 159 new government boards, grant
programs, and agencies to oversee everything.

They range from agencies that will determine eligi-
bility for exchange participation to agencies that will
develop quality measures, treatment protocols, new
Medicare and Medicaid payment programs, and new
methods for doling out payments to doctors and hospi-
tals.

One that is raising questions is the new Indepen-
dent Payment Advisory Board, or IPAB, which will be
in charge of establishing Medicare’s payment rates.
Its recommendations to will stand unless Congress
takes action to stop them. And its freedom from direct
Congressional oversight is a possible indiation that
doctors will see considerable changes to their pay-
ments.

Another new group that is a source of great con-
tention is the Patient Centered Outcomes Research
Institute, which is a government-appointed board that
will study comparative effectiveness, or the effective-
ness of various treatment options.

The fear is that the institute is on the path to setting
treatment requirements for certain conditions and cer-
tain groups of patients and that from there it will bring
in a system of rationed care.

The institute will be made up of 17 members, all

appointed by the government, and the only physician
requirement is that one member must be a surgeon.
The others will be representatives for patients, payers,
drug companies, hospitals, quality assurance, and the
government.

plus 16,500 new IRS agents

In all, the law creates 15 new taxes and tax increas-
es, all of which are being overseen by the IRS.

As a result, the IRS will add 16,500 new employees
to its current force to examine and audit the new tax
information requirements and also to collect the
money.

For businesses and individuals, the tax changes are
expected to make filing their returns more complicat-
ed.

In addition, both individuals and businesses will be
required to reveal larger amounts of information to the
IRS. For example, individuals will have to show proof
that they have approved health care coverage, and
businesses will have to submit sales information for
the new excise taxes they will have to pay.

legal challenges ahead

Within an hour of the bill’s being signed, 13 states
filed a lawsuit challenging its constitutionality. And at
MOM’s press time, more than 35 states had said they
will pass legislation blocking the requirements of the
bill.

Their position is that requiring everybody to pur-
chase insurance or pay a fine does not fall within the
scope of the taxing powers the Constitution gives to
Congress.

There’s also the argument that because state insur-
ance is regulated on the state level and has no inter-
state transaction, it does not fall under the power of
the commerce clause of the Constitution.

Besides the law suits, a bill to repeal the act entire-
ly has been introduced into the Senate.

� � �

CTs, MRIs, and PETs
plus a few other items

Watch out for an all but overlooked provision in the
new health care reform law.

It applies to CT scans, MRIs, and PET scans, and
it’s quite possible the list will be expanded later to
services such as x-rays.

Under the new rule, offices that provide CTs, MRIs,
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and PETs now have to tell patients about the physi-
cians’ financial interest in those services and also give
them a list of other providers in the area who offer the
same thing.

And area doesn’t mean where the office is located;
it means the place were the patient lives.

Fail to comply and neither Medicare nor Medicaid
will cover the service.

That new provision is an amendment to the Stark
law’s In-Office Ancillary Services Exception, which
allows physicians to make referrals to certain in-house
services in which they have a financial interest.

Oddly enough, it goes into effect retroactively to
January 1 of this year, which means offices can waste
no time complying with it, says attorney DOUGLASS
A. FARNSWORTH of Trenam Kemker in Tampa,
FL. Compliance has to be done immediately.

And offices will just have to do the best they can.
The new bill does not spell out what geographic area
the list has to cover, only that it cover the area where
the patient lives. That leaves unanswered the question
of what to do when a patient lives in another city as is
often the case in areas such as Florida where many
people are residents of other states.

Farnsworth’s opinion is that offices will be granted
the benefit of at least an honest doubt. Because there
are currently no regulations to rely on, he says, “an
honest and reasonable effort” is about all the govern-
ment can ask for.

a few other quiet little items
Farnsworth also points to several other provisions

affecting medical offices that have received little
attention.
Effective immediately:
– The period for submitting Medicare claims is

reduced to only one year from the date of service. For
services provided before January 1 of this year, the
submission deadline is December 31.
– The Stark exception for hospital ownership is

coming to an end. Ownership is now limited to hospi-
tals that already have physician ownership, and the
number of rooms and beds cannot be increased.
– Doctors must have face-to-face encounters with

patients before ordering home health services or DME
items. They must also keep documentation of their
home health and DME orders and claims or face
Medicare exclusion.

Effective July 1:
– For home health and DME, both the ordering

physician and the treating physician have to be
enrolled in Medicare.

Effective in August:
– Both new and existing providers will be subject to

enhanced screening that will include state licensure
checks, background checks, fingerprinting, and unan-
nounced site visits.

And the doctors have to pay for it – $200 for indi-
vidual providers and $500 for institutional providers.
– New Medicare providers will have a provisional

period of from 30 days to a year when they will see
caps on payments and prepayment reviews. And new
DME providers will have their payments withheld for
90 days after the first claim is filed.
– The government can impose a temporary morato-

rium on enrolling certain types of new providers
where it decides there is risk of fraud and abuse.

Effective January 1, 2011:
– The Recovery Audit Contractors will expand their

auditing to Medicaid as well as to Medicare Parts C
and D.
– Third-party Medicaid billing services will have to

be registered.
– The NPIs will be required on all claims as well as

on all enrollment materials.

Effective April 1, 2012:
– Drug manufacturers will have to report the names

and addresses of all the providers to whom they deliv-
er prescription drugs.

Effective March 31, 2013:
– Manufacturers of drugs and medical supplies will

have to report all payments they make to physicians.
That includes honoraria, speaking fees, gifts, consult-
ing fees, and compensation. They will also have to
report all the physician ownership and investment
interests they have. �

by john chase

We’ve been hearing a lot lately about
universal health care.
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Who can document what
and how for the E/M codes
BY THERESE M. JORWIC, MPH, RHIA, CCS, CCS-P
The question. A reader has asked this about E/M

documentation: what can nonphysicians document
about the chief complaint (CC), the history of present
illness (HPI), the review of systems (ROS), and the
past, family, and social history (PFSH)?

(The question was submitted by JANE SIMMONS,
practice administrator for Mountain View Pediatrics in
Morganton, NC.)
The answer. To understand the how of documenta-

tion, understand the purpose of it – patient care.
The record should be so complete and so clear that

anybody could come in from anywhere and immedi-
ately take up the patient’s care. It should show the
who, what, when, where, how, and why of it all and
the difference in the patient’s condition from one visit
to the next.

Along with that, the documentation has to illustrate
the medical necessity of treatment.

And of course, the documentation should be clear
enough and organized enough to eliminate unneces-
sary and expensive repeats. If the record is sloppy and
disorganized and the documentation not clear, it’s far
easier to redo a test than wade through the disorgani-
zation to find the results of the same test done earlier.

the who of it all
The three key components that determine the E/M

code level are, of course, the history, exam, and med-
ical decision making.

Within the history are the four elements – the CC,
the HPI, the ROS, and the PFSH – and all those
together determine the level of the history, whether
problem-focused, expanded problem-focused,
detailed, or comprehensive.

Those four items can be listed separately – the
office could even list them out in bullet points – but
the only requirement is that each be covered in the
record.

Who documents them?
CC: This is a statement describing the problem (“it

hurts right here”) or the reason for the visit, perhaps

that the patient needs to get a blood check.
HPI: This is a chronological description of the cur-

rent illness. For a new illness, it’s what’s happened
from the first sign or symptom up to the visit; for an
ongoing condition, it’s everything that’s happened
from the previous encounter up to now.

ROS: This is an inventory of body systems to find
out what symptoms the patient is experiencing.

PFSH: This includes the personal disease and treat-
ment history, perhaps that the patient has undergone a
hysterectomy. It’s also the family elements that could
put the patient at risk for some disease, perhaps a par-
ent’s diabetes. And it’s a review of lifestyle factors
such as whether the patient drinks alcohol or smokes.

The CC, HPI, ROS, and PFSH can all be document-
ed by ancillary staff or even by the patient. Who docu-
ments those points doesn’t matter, because anybody
can ask “why are you here today?” or “when did this
symptom occur?” or “do you smoke?”

But what does matter is that the physician review
that information and document having done so. That’s
what determines the type of examination and the treat-
ment prescribed. If the doctor doesn’t do that, there’s
no reason for the payer to pay for the service.

more than just a word or two
The doctor’s documentation confirms the informa-

tion or changes it or supplements it. It can be as short
as “I reviewed this information and discussed it with
the patient,” but it has to be clear that the doctor
reviewed and evaluated it.

Thus, the wording makes a difference.
Suppose a nurse takes the HPI. Is it enough for the

doctor to make a notation of “HPI as above”?
No. The words have to show that the doctor actual-

ly reviewed the HPI and sought out further informa-
tion. And all doctors do that. If a nurse has written
down “cough for past three days,” the physician is
going to ask further questions such as “is the cough
productive?” The record has to show the answers.

Similarly, for the ROS and PFSH, it’s not enough to
say “reviewed ROS.” There has to be documentation
to show that the doctor actually studied the informa-
tion, perhaps “I reviewed the ROS with Patient A, and
he verifies that it is correct.”

The documentation doesn’t have to be elaborate. A
notation of “chest x-ray unremarkable” is enough. Or
the doctor can simply initial and date the report to
indicate that it was reviewed. But there has to be good
evidence that the information was reviewed.

two other documentation points
Two other documentation points are worth noting.

They are the normal vs. abnormal findings and the

ICD-9-CM and CPT
coding update
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time the doctor spends with the patient.
For normal findings, a statement of “negative” or

“normal” is sufficient. But abnormal findings require
that the documentation tell what they are.

As for time, the face-to-face minutes the physician
spends with the patient can determine the E/M level –
but only if they are spent in counseling or coordina-
tion of care. When that takes up more than 50% of the
encounter, the time is the determining element.

So obviously, if the time determines the code, the
time has to be documented.

Be careful there. Counseling is not the same as
examining. It’s a discussion with the patient on why
the problem has occurred, what the patient can do to
avoid it, and so on. Even if the exam takes a long
time, unless the actual counseling and coordination of
care take up more than half the visit, time is not the
controlling factor.
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. �

Here’s how to get
good stuff about the office
during an exit interview

An exit interview should bring to light far more
than what’s good and bad about the office. It should
give insight into what’s really going on and also pro-
duce new ideas for making improvements.

There’s an art to exit interviewing, says corporate
trainer SHARI FRISINGER of CornerStone
Strategies in Houston. It’s a matter of getting the
staffer to talk and asking the questions that will keep
the talking going.

a smile at the start
Start by setting a positive atmosphere to quell the

fear of most employees that any interview is going to
be negative. It’s only in a positive atmosphere that a
staffer will speak candidly, Frisinger says.

Open with a compliment of “you’ve been an asset
to the practice and everybody is sorry to see you
leave.” Point to some accomplishments, perhaps that
the staffer is a team player or always picked up the
slack when other staffers were out.

“A lot of people don’t think the boss knows what
they have accomplished,” she says. Mentioning the
contributions shows the staffer is appreciated.

From there, move smoothly into the questions by

saying that the experience has given the staffer valu-
able information that can help the office improve its
operations. Ask for honest answers. And emphasize
that what’s said won’t be made public.

let the staffer shine
Now for the questions. To keep the positives flow-

ing, start with questions that let the employee shine:
• What have you done that you are most proud of?
• What have you liked about working here?
• What have you most liked about your boss?
• What do you think we are doing right?
Those questions show the manager values the

staffer’s opinions, and that makes it easy to shift to
the more telling questions:

• What have you not liked about working here?
There may be hidden issues that are affecting the
other staff and that are easily corrected such as “I
could have used a little more privacy” or “nobody
ever showed me how to use the XYZ software pro-
gram.”
• What could we have done to make your job easi-

er? more rewarding? More valuable information.
This will identify subtleties that need to be changed
about the job setup or the work flow, for example, “I
did all this work but I had to hand it over to someone
else to finish, and I never got credit for it.”

• What perks could we offer to make the job more
enjoyable? Find out the why of each one. Ask “what
makes you say that?” and “what would be the result if
we did that?”

• Do you feel you were valued as an employee? If
the answer is no, respond with humanity: “I’m sorry,
because you are valued. What did we not do? This is
very important to me.” Admitting to being human and
making mistakes is a demonstration of strength.

• What can I do to be a better leader? Pay close
attention here, and don’t get on the defensive. The
staffer could have some insight such as “you never
say good morning to anybody” that will make a sig-
nificant difference to the other staff.

Ask whatever other questions will help the office
such as these:
• How can we improve our training? our patient

service?
• Do you feel you were paid adequately?
• Why are you leaving?

now for the clincher
End with a clincher:
• Give me three suggestions on how we can

improve.
Why three? Because the first one is not going to be

what’s really on the staffer’s mind. People tend to



start off with obvious and acceptable things such as
“it would be great if those of us with young children
could come in at 7:00 a.m. and leave at 3:00 p.m. to
be home when our kids get in from school.”

So don’t expect to get much information from that
first item. Instead, encourage the staffer to continue,
and do that by expressing appreciation for it and ask-
ing for more information about it: “how could we
work that out?”

and now for the truth
Seeing the first suggestion well received, the staffer

gets confident about making suggestions that may not
be so easy to bring up. Move on to the others: “what
is your second suggestion?”

Here comes the truth. And it may not be pleasant. It
may be something such as “Doctor A doesn’t get in till
late in the morning and then demands that everybody
stay late to get her work done. I think she should get
better organized so we don’t have to put in so much
overtime.”

Don’t get angry. This is the manager’s one chance

to get the real picture. Keep prodding for more infor-
mation.

guides for good interviewing
There are rules for pulling information out of peo-

ple, Frisinger says.
One is to keep asking questions. If a staffer says

“my boss was a jerk,” follow up with “can you give
me some examples?” and “how often did that hap-
pen?” and “how did it make you feel?”

Or if a staffer brags about some contribution, ask
“why was that important to you?” and “how did you
feel after accomplishing that?”

Follow-up questions encourage conversation,
because they show the manager isn’t just going
through the motions of the interview but is genuinely
interested in what’s being said.

And what comes out is often a surprise. She gives
the example of a remark of “I felt it was a great
accomplishment to keep Doctor A happy.” Ask why
that was, and the answer may be “because then I knew
he wouldn’t yell at me in front of everybody else.”

Another rule is never argue with what’s said. If a
staffer wants to vent, listen without interrupting.
Argue, and that staffer will clam up.

Yet another is “check your ego at the door.” Don’t
take offense at anything personal a staffer mentions.

Don’t argue with anything either. “Listen with an
open mind.” Don’t say “we can’t do that because.”

Another rule is to empathize. When a staffer men-
tions something that was difficult or unfair, respond
with more than just a nod. Empathize with a “I’m very
sorry. I wish I had known about it sooner.” That can
be enough to turn around a staffer’s negative percep-
tion of the office.

and maybe an invitation to return
Frisinger adds that many times an exiting employee

mentions reasons for leaving that could have – and
maybe should have – been taken care of. Perhaps the
staffer is quitting because she can’t get child care that
corresponds to her working hours.

When that’s the case – and if the employee is some-
one the office truly wants to keep on board – it can be
worth telling the staffer “if we change that, would you
consider staying?”

But don’t go too far with it. Unless the employee is
a top worker whom the office is devastated at losing,
draw the line at offering more money. A raise may
keep somebody from leaving right now, but as soon as
a better offer comes along, that staffer is probably
going to jump ship.

Worse, the other staff will find out about it and
think all they have to do to get a raise is threaten to
leave. �
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