
This is the second of a two-part series that comes
from the many consultants and managers MOM has
talked with over the past 25 years.

Last month, we gave a long list of ways to make
managing staff easier.

This month, it’s 21 ways to get the money in.

� � �

1. NAME A REIMBURSEMENT COORDINATOR

To get all the reimbursement possible, hire or
appoint someone to be a reimbursement coordinator.
It can be a part-time or full-time position, and either
way, it pays for itself.

The coordinator keeps track of the minutia of the
money trail – billing, coding, payer requirements,
contract provisions, and so on. Lost revenues are
searched out as are errors that can create lost rev-
enues. Every money portal is scrutinized so nothing is
missed.

The coordinator does all the things the billing
department wishes it had available, from overseeing
the data collected at the front desk to tracking the
EOBs to overseeing the payment requirements for
each payer to negotiating contracts.

A good coordinator can bring in a tremendous
amount of otherwise lost income.

� � �

2.  WATCH THESE THREE MONEY LEAKS

Three isolated ways to keep from losing money.

• Track the fee adjustments. Some payers withhold
a percentage of payments till the end of the year.
Don’t rely on the payer’s math. Keep track of the
adjustments and reconcile the year-end payment with
the income from that payer.

• Take a hard look at the payments made to a
billing service. It could be far cheaper to give staff
advanced training so they can do the billing and col-
lection work in house. 

• Stagger bonus payments. When there’s a year-end
bonus, people who are going to resign often wait till

year’s end and collect the money and run. It’s easy to
avoid that loss by spreading the payments out during
the year. 

� � �

3.  SAVE MONEY ON NEW HIRES

Two ways to save money on hiring.

• As soon as it becomes obvious a new hire isn’t
going to work out, fire.

In most states, 10 weeks on a job entitles an
employee to unemployment benefits. There’s no need
to let somebody reach that point when there’s clearly
a mismatch.

• Don’t pay a new employee the full salary during
the probation period. 

Because a newcomer isn’t working at full speed

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

A billboard and a TV commercial
bring in lots of new patients 

An Indiana practice is seeing a significant number of new
patients from a billboard and a TV commercial.

It’s money well spent, says LAURIE STREIB, administrator of
Gastroenterology of Southern Indiana, an eight-physician, 43-staff
practice in New Albany, IN. And getting the advertising going has
been amazingly easy – the billboard company designed the sign and
the television station wrote the commercial, filmed it, and edited it.

The advertising began only a year ago with the billboard. The
office is located in the Louisville, KY, metro area, so it placed the
sign on the interstate between Kentucky and Indiana. It carries a
group picture of the physicians, the name of the practice, the web
address, and a slogan of “our dedication and experience are easy to
digest.”

Results were immediate, Streib says. “We couldn’t believe how
many people told us they saw it,” and that included patients and
other physicians as well as friends of the doctors and staff.  

The commercial came soon after, and the office sees it as the
more successful of the two efforts. “We are definitely seeing more
patients.” It runs three or four times every day and is shown during
popular hours, “not at 3:00 a.m.” 

It was filmed in the office, and several staffers plus three of the
physicians opted to participate in it. 

Costwise, Streib says, TV advertising is not out of reach for a
medical practice. 

That hasn’t always been the case. A few years ago, she got quotes
that were over $100,000 “and not negotiable.” But in the current
poor economy, many sponsors “have fallen by the wayside,” forcing
television stations to cut their prices to attract new advertisers. 

The station her office uses gave a “deeply discounted” price. And
after the advertising began, other stations began calling, all offering
good packages. One even said it would provide the same service for
10% less than whatever the first station was charging. 

The cost has been much in line with what the practice was earlier
spending on a large Yellow Pages ad and other individual marketing
efforts. Those add up without anybody’s realizing it, she says. An
office can spend several thousand dollars “just on Christmas cards
and fruit baskets to referring physicians.”

The advertising “was a gamble,” she admits. But the office’s
rationale was that if it didn’t pay off the loss “wouldn’t be devastat-
ing,” and if it was successful “the exposure would be amazing.”

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)
during that time, pay perhaps 70% to 90% of the full
amount. Similarly, wait 90 days before giving a new
employee benefits or sick days. 

� � �

4.  PUT A STOP TO EMBEZZLEMENT

The safeguards to set up
Embezzlement is easy in a medical office because

little amounts come through every day, much of it in
cash, and $5 here or $10 there doesn’t get missed. 

The scheme can be as simple as a staffer walking
off with a bit of cash now and then. But it can also be
elaborate. Somebody sets up a fictitious vendor and
writes checks to it. Or somebody sets up a bank
account in the name of the practice and deposits some
of the checks into it instead of into the real account. 

The only prevention is separation of duties so that
no one person has control of the money. Set up these
rules:

• At least two people handle the receivables. One
opens the mail and lists the payments; the other posts
the money to the account.

• One person authorizes write-offs and another
posts them. 

• Every employee who handles cash is bonded.

• Every check has to have an approved invoice
attached before it can be signed. 

• Everybody has to take a least one continuous
week of vacation each year. During the absence,
another staffer has to take over the job. 

• Tally the balance sheet and income statement
every month.

• Prenumber the superbills and account for them at
the end of the day. That way, nobody can destroy a
superbill and pocket the payment. 

• Reconcile the sign-in sheet with the appointment
book and with the charges and payments posted each
day. Every cash payment must have a receipt, and the
receipt has to be included in the reconciliation.

How to catch the culprit red-handed
When the manager suspects embezzlement, make a

surprise visit to the billing department and say “we’re
going to run all the statements right now and mail
them out today.” Include a letter with each bill saying
“please verify your balance, and if there is any dis-
crepancy call Person A.”

If checks have been diverted to a secret account,
there will be calls from people who have paid but
whose payments have not been posted.

Another approach: compare the payments to the
EOBs. That will show if the contractual write-offs are
being manipulated.

Yet another: call some of the patients whose

accounts have been written off and verify that they
did not pay. That will show if their checks are being
deposited elsewhere and their accounts written off.

� � �

5.  GET MONEY FROM THE EOBS

To throw away EOBs is to throw away money. 
Keep them in chronological order by payer. Then

when there’s a payment increase on some service, the
office can show the payer exactly how much is owed. 

The EOB file also lets the office answer patients’
questions about deductibles and coinsurance. Patients
usually get copies of their EOBs, but most people
don’t keep them.

� � �

6.  CUT THE PURCHASING COSTS

• Join other offices for group discounts. Let one
manager run the purchasing for a year and then pass
the job along to another manager. Because the group
represents a lot of business, it can tell a vendor it will
use it exclusively in exchange for an overall discount.
It can also get individual discounts on large orders. 

• Ask each vendor for a prompt payment discount.
Some will give a discount for paying within a speci-
fied short period of time.

• One manager divided staff into groups and made
each one responsible for the costs in one area such as
medical supplies, linen, and office supplies.

The manager told staff that the office had to cut
costs and didn’t want the cuts to come from salaries,
so the groups have a strong incentive to get the best
prices. They don’t hesitate to tell a vendor “we need
to save money here or we’ll have to go elsewhere.”

At every staff meeting, they report on their results
and discuss ways to cut costs even further.

• With equipment purchases, look past the price
tag. Just as important are the supplies and labor
required. For example, one copier might require toner
that costs $75 while a less expensive copier needs a
$250 toner. 

Check the contract too. Don’t accept a provision
that the office has to get supplies or service from the
vendor. Tell the company the office will buy the
equipment only if it can use other suppliers. 

� � �

7.  FUND THE ANNUAL EXPENSES

To keep from getting hit with large annual expens-
es such as malpractice premiums, set the money aside.

The most painless way is to divide the amount by
12 and deposit that into a separate account each
month. 

Do that for every expense that isn’t monthly such
as equipment maintenance or life insurance. Then the
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money is always there when the office needs it, and
the cash flow doesn’t get interrupted.

� � �

8.  CHECK THE CASH FLOW

Here’s an easy way to evaluate the cash flow.

• Calculate the average daily revenue. A good time-
frame to use is three or four months.

• Total the receivables.

• Divide the receivables by the average daily rev-
enue.

The result is the number of days outstanding. If it’s
30 to 45, the office is doing well. More than that, the
billing system needs improvement. 

� � �

9.  A STAMPED ENVELOPE AT EXIT

One office has a standard response to any patient
who can’t pay at the time of service.

It gives the patient the bill plus a stamped, self-
addressed envelope and asks the patient to mail the
check the next day. 

Most patients do just that.

� � �

10.  WEIGH LEASING V. BUYING

Be aware of the pros and cons of leasing versus
buying.

On the negative side, a lease requires a commit-
ment of usually three to five years. The office may be
able to trade up during that time, but almost always
with extra cost.

Also, a lease can be more expensive than a pur-
chase, because it’s based on full retail price while a
purchase is usually for a discounted price. As a rule of
thumb, for anything costing no more than $5,000, pur-
chasing is the better deal. 

On the positive side, a lease can give the office a
tax break, and that can make it less expensive than
purchasing.

If the office does decide to lease, find out if it has
to pay part of the interest if it trades up before the
lease ends. Find out too if it’s possible to buy the
equipment at the end of the lease, though the equip-
ment may be obsolete by then.

Finally, recognize that a lease is a loan. It may be
far cheaper to get a bank loan and buy the item. 

� � �

11.  KEEP THE A/RS YOUTHFUL

Collection work is something that can’t wait,
because a dollar of receivables doesn’t stay a dollar
for long.

The dollar the office bills this month will be worth

only 50 cents six months from now. In a year, it will
be worth no more than 23 cents and probably more in
the range of 19 to 20 cents. After two years, a 5-cent
recovery is about the best any office can expect.

Much of the loss comes from the fact that people
move; after a year, as many as 25% of the bills in col-
lections will go to the wrong address. 

One manager keeps the receivables from aging by
giving the doctors quarterly printouts of the all the
accounts that are 120 days old or older. 

It shows the doctor in charge, the amount due, how
long it has been due, and what payments or payment
arrangements have been made.

The doctors are required to check off what they
want done with each of their accounts – write it off,
turn it over to a collection agency, or send it to small
claims court. 

The outcome is that the office has reduced the
average age of its accounts from 65 days to 31 days.

� � �

12.  MAKE THE BILL READABLE

The way the bill looks plays a lead role in when
and also whether the office gets paid. Here are some
pay boosters.

• Include a return envelope with the bill. That
makes it easier for the patient to pay and also ensures
the payment is addressed correctly.

• Use colored return envelopes. They make the bill
stand out from the other papers the patient is looking
at.

• Include a credit card form. That reminds the
patient that cards are an option and also to makes it
easy to pay by card. 

The bill itself has to be readable. When the patient
says “I don’t understand this,” the bill doesn’t get
paid. Use a form that explains the charge and tells the
patient what to do.

• Show the name of the treating physician. The
patient may not know the name of the group. What’s
more, the patient is ready to pay the doctor, not a cor
poration.

• Show the date of the visit. If the only date is the
billing date and the patient didn’t come in at that time,
why pay? If there have been several visits, show their
individual dates.

• Tell what each visit was for so the patient knows
what services are being covered. 

• Tell the patient to pay. And do it in lay terms such
as “The amount of your bill is $X. Your insurance has
paid $Y. Now you owe $Z.” That’s far easier to under-
stand than wading through terms such as balance for-
ward, maximum copay, or negotiated rate.

• Show the status of the account, again in plain
English. If the account is still in the insurance
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process, say “We are now billing your insurance com-
pany. No payment is due at this time.”

• Set up a readable template for each type of payer.
For the bill to make sense to the patient, it has to
show the copay and deductible arrangement.

• Show the credits in lay language: “we owe you.”
And then put the check in with the bill. The patient
shouldn’t have to call and ask for it.

• Tell the patient what else to do in clear terms.
“Please return your Worker’s Compensation form” is
far easier to understand than “government regulations
require that the patient procure and direct . . .”

� � �

13.  PAYMENT COUPONS

For payment arrangements, one manager has
improved results by giving patients a book of payment
coupons with addressed return envelopes.

They look exactly like car and mortgage payment
books, because patients are used to those.

On the cover is the name of the practice. And on
the first page is the office’s address and phone number
plus blanks for the patient’s name, account number,
the monthly payment amount, and the date of the
month when the payment is due. The office fills in
those spaces.

The tickets are perforated and carry the address
and phone number of the office plus blanks for the
patient’s name and account number, the amount due,
and the amount paid.

The patient or the patient representative fills in
those spaces on all the tickets. 

Each patient gets no more than a year’s worth of
coupons. At year’s end, the office calls the patient to
reevaluate the financial situation. It’s often possible to
increase the payment amount at that time, particularly
if someone was previously out of work but now is
employed. 

� � �

14.  AUTOMATIC MONTHLY PAYMENTS

Another payment plan approach is to schedule
automatic credit or debit card payments or automatic
bank withdrawals.

For expensive procedures, tell the patient how
much the insurance will cover and how much the
patient will have to pay, and then ask for the automat-
ic payments.

Or for overdue amounts that reach, say, $300, call
and say “you owe $X, so what we need to do is see
what you can afford to pay and set up a payment
arrangement with a credit card or bank account.” 

Always phrase it in a way that shows the office is
on the patient’s side, for example “we want to come
up with an arrangement you can afford” or “we don’t

want to burden you, so anything over $X we can put
on your card in small payments. What is a reasonable
amount for you?” 

� � �

15.  A KIND REPRIEVE

One manager says “the nicest thing the office ever
did” was to give patients a little leeway with their
payment schedules.

When it sets up a payment schedule, it tells the
patient “We know you have months when your bills
are high, so if that happens, just let us know and we’ll
put your scheduled payment on hold for a month.”

Patients appreciate the understanding, the manager
says. Most even pay in full before the agreed date.

� � �

16.  ADVANCE PAYMENT NOTICE

To make sure it gets paid for noncovered services,
one office uses Medicare’s advance notice for all
patients.

The notice is the second page of the superbill, so
it’s available to the doctors at every encounter. It sim-
ply says that the insurance company will only pay for
services it determines to be medically necessary. It
lists services Medicare doesn’t cover as well as ser-
vices the commercial payers often don’t cover, such
as physical exams.

The doctor explains that there may not be cover-
age, and the patient then signs a statement accepting
responsibility for the payment. If the service is
refused, the patient signs a statement of “I am refus-
ing the following lab tests or procedures.” 

The form is filed in the record.
If the patient later asks why the payer says the ser-

vice was unnecessary, the office can show the agree-
ment. 

What’s more, there’s malpractice protection. If the
doctor recommends, say, a PSA test for a 50-year-old
man who has no symptoms of prostate disorder and
the patient refuses it, the office has written documen-
tation that the test was recommended and that the
patient opted not to have it.

� � �

17.  WRITE A STRONG COLLECTION LETTER

To write an effective collection letter, do this:

• Make it short. Limit the letter to one page. Limit
the paragraphs to two sentences. Limit the sentences
to 22 words. And limit the words to three syllables.
Do that and the message will be concise, direct, and
powerful.

• Don’t start a sentence with first person. Instead of
“our records indicate” or “I am writing to tell you” or
“it has come to my attention,” use second person, as
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in “your account is past due.” Or, instead of “we need
you to pay now,” make it “you need to pay your bill
now.” 

Follow with a second-person reason to pay: “so we
can continue to keep you as our patient.”

• Don’t give a payment time with an -ly word such
as immediately or promptly. To the patient, immedi-
ately may mean next month. Be specific: “your bill
needs to be paid no later than June 1.” That says
“we’re going to sit here and wait for your payment.”

• In some offices, the treating physician signs the
letters, and the response is good. When the patient
realizes the doctor knows about the nonpayment, the
embarrassment factor steps in.  

� � �

18.  A LAST-DITCH EFFORT

One office gets good results with a last-chance let-
ter before sending an account to collections. The letter
offers options:

Before your account is submitted to a collec-
tion agency, and to give you the opportunity to
protect your valuable credit rating, please indi-
cate your preference of the following:

• I prefer to settle this amount in full at this
time. My check is enclosed.

• I will make 12 monthly payments, each for
one twelfth of the balance. My check for the first
installment of $X is enclosed.

• I will use a credit card to pay all of the
amount due. (A credit card form is enclosed.)

• You may assign this account to a collection
agency.

If we do not hear from you within 10 days, we
will assume the last choice is your preference
and will send your account to collections. 

� � �

19.  MAKING A COLLECTION CALL

What to say and how to answer
A collection call should never be offensive. But it

does need to be firm. 
Begin by putting the patient on the spot, though

without being confrontational, perhaps “We haven’t
received payment for this bill we sent you 30 days
ago” or “I was reviewing our accounts receivable and
saw you have $X that is three months late. I’m calling
to check on the status of it.”

Stop right there. If there’s silence, let there be
silence. Put the burden of breaking the silence on the
patient. There’s a good chance the patient will explain
why the payment is late and will be willing to resolve
the matter. 

If the answer is “I don’t have the money,” offer an
alternative: “I can understand that. But let’s talk about

how we can retire this bill.” Then suggest an amount:
“can you make monthly payments of $X until the bill
is paid?”

If the patient agrees, emphasize the seriousness of
the arrangement: “I’m going to draft an agreement.”
Say that the office will send it by certified mail for the
patient to sign. Then wrap up by getting a commit-
ment: “So we can expect your first payment by
Thursday?”

The standard excuses and what to say in response:

• “I’ll take care of that.” Pin the patient down with
“when will you send the check?” Then call on that
date and ask if it’s been sent.

• “I’ve already sent a check.” Ask for the check
number and the date. That forces the patient to admit
any nonpayment.

• Any expression of anger. Don’t join in. Respond
with negativity, and the patient has an excuse not to
pay at all. Say instead “please let me call you again
when you can think about this rationally.” Then call a
week later and pretend there never was any unpleas-
antness. 

When to stop calling
When a patient says “don’t call me anymore,” can

the office continue to make collection calls? 
Not if the patient also says “I’m not going to pay

this bill.”
The purpose of a collection call is to collect a debt,

and when the debtor says “I’m not paying,” that pur-
pose vanishes. The collection has now become a legal
matter, and the calls begin to look like harassment.

� � �

20.  GET INTO THE CREDIT

Use a collection agency that reports to a credit
bureau, and preferably to all three national bureaus. 

Then when the patient applies for a mortgage or
other credit, the office’s bill has to be satisfied first.

� � �

21.  HOW TO USE A COLLECTION AGENCY

To get the best results from a collection agency,
turn the accounts over to the agency when they are 90
days past due.

At that point, there’s been ample opportunity to
pay and the account is still new enough that the
patient can usually be located and the money collect-
ed. 

The longer the office holds on to its old accounts,
the less success the agency will have collecting the
money. At 120 or 150 days, many people have left
town or have other agencies calling them. What’s
more, people who have managed to get by for a long
time without paying invariably assume they can con-
tinue to do so.                                                          �
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A look into the near future:
one bundled payment for
hospital and physician care

It’s been talked about and predicted since the
1980s. Now it’s becoming reality.

It’s called bundled payments, and it’s part of the
Affordable Care Act, or health care reform.

Bundled payments mean all the services a patient
receives for a single episode of care such as heart
bypass or hip replacement don’t get paid for separate-
ly. Instead, Medicare makes just one payment for the
entire picture, and hospital and providers divvy it up.

If they limit services, they get a bonus; if they
spend too much on the case, they have to pay Medi-
care for its loss. 

On the patient care side, that forces hospital and
providers to coordinate the care and eliminate dupli-
cate services.

On the financial side, Medicare pays less money. 
What’s happening right now is that Medicare is

getting hospitals, doctors, and other providers to sign
up to participate in bundled care model programs to
see how they work and how they need to be tweaked. 

The bundled payment initiative is headed by
Medicare’s Innovation Center, a new organization set
up by the Affordable Care Act to come up with new
ways to provide health care and save money. 

four bundled payment models

There are four programs or models hospitals and
providers can choose from. 

With three of the models, the payment amount is
determined at the end of the episode of care. 

There, Medicare sets a target price based on what it
has paid in the past for all the services ordinarily
involved. Then it discounts that amount.

The participants get paid for their individual ser-
vices, and when the episode ends, if the amount
they’ve been paid is less than the target price, they get
the difference. 

The profit, Medicare says, comes from the fact that
everybody coordinates the care so tests don’t get

Here are the basic bundled payment terms
managers need to get familiar with.

• Bundled payment. A single predetermined pay-
ment for all the hospital and provider services fur-
nished during an episode of care. It can be paid before
or after the care is completed. The payment covers
care provided in multiple settings. 

• Bundled payment participants. These are all the
providers and suppliers that participate in a model.
They include, for example, the acute care hospital
plus the skilled nursing facility and the home health
agency. They also include the individual practitioners
such as physicians, nurse practitioners, physician
assistants, and physical therapists.  

• Convener. This is the entity that sets up and
oversees the program. It might be, for example, a state
hospital association or simply a group of providers. A
convener can be simply a facilitator or can actually
participate in the risk and share the profits. 

• Episode of care. The period of time covered. All
the services provided during this period get paid as a
unit. 

• Episode anchor. This is the event that starts the
episode. It can be the hospital admission or the start
of post-acute services at, say, a long-term care hospi-
tal or skilled nursing facility. 

• Episode reconciliation. A comparison of the pay-
ments made to the target price. If payments are less
than the target, the participants get the difference; if

payments are more than the target, the participations
have to repay Medicare.  

• Target price. What Medicare pays for the
episode.   

• Gainsharing. This is the profit the hospital and
providers get when the cost of their services is less
than the target price. 

• Prospective episode payment. A target price for
all the services is set ahead of time and paid in a lump
sum to the hospital. The hospital then pays the
providers out of it. 

• Retrospective episode payment. The target for all
the services is set ahead of time. However, everybody
get paid a discounted fee-for-service amount.
Afterwards, if they’ve spent less than the target
amount, they get to share the difference. However, if
they’ve spent more than the target amount, they pay
the difference back to Medicare.

• Global payment. This has nothing to do with
bundled payments. A global payment is a set payment
for all the care provided during a specific time, often
one month. By contrast, a bundled payment is a set
payment for all the care provided for a specific clini-
cal condition during an episode of care.

• Shared savings. This is similar to but doesn’t
have anything to do with bundled payments. Shared
savings occurs when a provider shares a specific per-
centage of savings or losses that result from a care
intervention.                                                            �

The new terminology for the new payment system
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repeated and the patient doesn’t get any unnecessary
services.

What if the amount paid out is more than the target
price? The hospital and providers have to pay the dif-
ference back to Medicare.

The fourth model pays a single amount up front.
Briefly, the four models look like this:

Model 1: The episode of care is the inpatient stay
in a general acute care hospital.

Model 2: The episode of care is the inpatient stay
plus the post-acute care. The hospital and doctors can
set the post care period at 30 or 90 days after dis-
charge.

Model 3: The episode of care begins at discharge
and continues for 30 days. 

In Models 2 and 3, the bundled payment covers the
doctors’ services, the aftercare, any related readmis-
sions, Part B drugs, as well as whatever services are

PERIOD 

COVERED

WHO

PARTICIPATES

BUNDLED

PAY; TARGET

PRICE

CLINICAL 

CONDITIONS

SERVICES

INCLUDED

IN BUNDLE

DISCOUNTS

PAYMENT

QUALITY

MEASURES

model 1

inpatient stay only 

• group practices  

• acute care hospitals

• health systems

• physician-hospital

organizations

• multiple health systems

discounted Medicare 

payment; no target price 

all  Medicare DRGs 

inpatient hospital 

services 

proposed by applicant;

minimum is 0% for first

six months, increasing

to 2% in the third year 

• hospital: Medicare  

payment less discount 

• physician: traditional 

fee schedule payment  

all hospital IQR 

measures plus measures 

proposed by applicants 

model 2

inpatient stay plus post-

discharge services 

• group practices 

• acute care hospitals 

• health systems 

• physician-hospital 

organizations 

• multiple health systems

• post-acute providers

payments get compared

to target price after the

period ends

applicants propose

based on Medicare DRGs

• inpatient hospital and 

physician services 

• related readmissions 

• other defined services

• post-acute care services

proposed by applicant;

minimum is 3% for 30-

89 days post discharge

or 2% for ≥90 days 

traditional fee-for- 

service payment to all 

providers, subject to 

reconciliation with 

target price 

proposed by applicants;

Medicare will eventual-

ly set standard measures 

model 3

post-discharge services

only 

• group practices 

• acute care hospitals 

• health systems 

• physician-hospital

organizations

• multiple health systems

• long-term care hospitals

• inpatient rehab facilities

• skilled nursing facilities

• home health agencies 

payments get compared

to target price after the

period ends

applicants propose 

based on Medicare DRGs

• post-acute care 

services 

• related readmissions 

• other defined services

proposed by applicant

traditional fee-for- 

service payment to all 

providers, subject to 

reconciliation with 

target price 

proposed by applicants;

Medicare will eventual-

ly set standard measures 

model 4

inpatient stay only

• group practices 

• acute care hospitals

• health systems 

• physician-hospital 

organizations 

• multiple health systems

payment set ahead of

time

applicants propose 

based on Medicare DRGs

• inpatient hospital and 

physician services 

• related readmissions

proposed by applicant;

minimum is 3% 

(more for ACE 

demonstrations) 

bundled payment goes

to hospital and hospital

distributes it

proposed by applicants;

Medicare will eventual-

ly set standard measures 

An outline of the four bundled-payment models
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ordered such as lab tests, prosthetics, equipment, and
supplies.

Model 4:  Medicare makes just a single payment
that’s set before the episode of care. The hospital gets
the money and pays the providers. The doctors submit
“no-pay” claims, and the hospital pays them. 

(Offices interested in participating in the models
can get information at www.innovations.cms.gov.
Click on “Bundled Payments for Care Improvement”
in the left column. Application information is at the
bottom of the next page. The deadline for Model 1 is
October 21; for Models 2, 3, and 4 it is March 15,
2012. The process is quite involved.)                       �

A new pay cut is a-cooking:
the ‘value-based modifier’
will take a bow in 2015

Something else new to be watching out for. It’s
called the “value-based modifier.” 

The modifier is part of health care reform and
comes under the heading of  “Linking Payment to
Quality Outcomes under the Medicare Program,”
which calls for a value-based purchasing program for
hospitals and physicians.

In a nutshell, the modifier will increase or decrease
doctors’ Medicare payments depending on the quality
and cost of the care they provide.

It will debut in 2015. 
At first, it will be a requirement only for certain

physicians and group practices. Then it will be phased
in gradually, and by January 2017 all physicians and
hospitals will have to use it.

robbing Peter and paying Paul

An interesting point about the modifier program is
that it’s budget neutral, which means it can’t increase
or decrease the total amount of money Medicare pays
out. 

That makes it a matter of robbing Peter to pay
Paul. Whatever extra gets paid out to Dr. Efficient has
to be balanced out by paying less to Dr. Inefficient.  

The outcome will be that some doctors will get
bonuses for demonstrating higher quality care and
lower costs while those who don’t show that will get
paid less. 

The modifier will cover various measures. For the
most part, those will be the same measures used for
quality reporting and electronic health records. 

The provision is outlined in the proposed rule for
doctors’ Medicare payments. Managers can expect to

see it hashed out and talked about over and over dur-
ing the next few years, but it is a sure thing on the
horizon.

(The value-based modifier is part of the Medicare
physician payment schedule. The proposed rule for
the schedule appears in the July 19 Federal Register.
To access it, go to www.access.gpo.gov/su_docs
/fedreg/frcont11.html, click on July 19, and scroll
down to “Centers for Medicare and Medicaid
Services.” It appears on page 42908.)                      �

The new ICD-9 codes from
infections to circulation

BY THERESE M. JORWIC, MPH, RHIA, CCS, CCS-P

This year brings a tremendous number of updates to
ICD-9-CM. Why? Because these are the last annual
updates until ICD-10 comes in. (Don’t forget the date!
Oct. 1, 2013.)

To help make the move to ICD-10 easier, the gov-
ernment has put a partial freeze on code changes.
There can be isolated changes between now and ICD-
10, but the only ones allowed will be those needed for
new diseases. And even then, there will have to be a
clear and convincing argument in their favor.

This month we cover the updates in infectious dis-
eases, neoplasms, diseases of the blood, mental disor-
ders, and diseases of the nervous and circulatory sys-
tems. Next month’s column will continue, starting
with the respiratory system.

infectious and parasitic diseases

There are four new codes for E. coli (or Escherichia
coli) bacteria. 

Some types of E. coli cause disease by making a
toxin called shiga, and they are known as shiga toxin-
producing E. coli, or STEC.

The most common STEC bacteria found in North
America is called O157:87 bacteria. (The O stands for
outbreak.) That bacteria comes mostly from contami-
nated or undercooked meat and from untreated water,
and it causes diarrhea, vomiting, fever, and abdominal

ICD-9-CM and CPT
coding update
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cramps. It can also result in a life-threatening compli-
cation called hemolytic-uremic syndrome, or HUS,
where the kidneys stop functioning.

The new codes are 041.41-041.43 for STEC, other
specified STEC, and unspecified STEC. New code
041.49 is for other and unspecified E. coli.

neoplasms

There is a huge group of new codes here for malig-
nant skin neoplasms. 

The updates were requested by the New York State
Cancer Registry and for good reason. Most skin can-
cers are basal or squamous cell and thus don’t get
reported to central cancer registries. Until now, there
has been no way to distinguish between those types of
skin cancer and the reportable types. With the new
codes, everything is separated out.

The newcomers are all in the 173 category and
cover skin cancers of the lip, eyelid, ear, face, scalp
and neck, trunk, upper limbs, lower limbs, and, of
course, unspecified sites. The codes in each site are
divided into unspecified malignant neoplasm, basal
cell carcinoma, squamous cell carcinoma, and other
specific malignant neoplasm, so it’s clear which can-
cers are reportable and which aren’t.  

diseases of the blood

The updates here cover thalassemia, pancytopenia,
and hemorrhagic disorders.

Thalassemia: This is an inherited disease that caus-
es anemia. 

There are several forms, but at its most severe, it
requires life-long blood transfusions, which in turn
create an overload of iron. By expanding the codes,
it’s possible to see the different forms as well as the
severity of the illness. Severity is important to know
because the disease is resource-intensive, with some
patients even requiring stem cell transplants. 

The codes are 282.40 for unspecified thalassemia
followed by 282.43-282.47 for alpha, beta, and delta-
beta thalessemia, thalassemia minor, and hemoglobin
E-beta thalassemia.

Pancytopenia: There are three new codes for drug-
induced pancytopenia, where blood cells and platelets
are killed off by drugs. 

Code 284.11 shows the disease is the result of
chemotherapy. Note that this code excludes aplastic
anemia due to chemotherapy. That type of anemia is
still coded at 284.89. Code 284.12 is for other drug-
induced pancytopenia, and 284.19 is for other types.

Hemorrhagic disorders. The new codes identify
different types of bleeding disorders resulting from
problems with the clotting process.

They start with 286.52 for acquired hemophilia,

which is very rare. It does not appear at birth but is
instead an autoimmune disease where the anticoagu-
lants develop spontaneously. 

Next is 286.53 for antiphospholipid antibody with
hemorrhagic disorder. It is often related to systemic
lupus erythematosus, which is also an autoimmune
disease.

And code 286.59 is for other hemorrhagic disorders
resulting from anticoagulants, antibodies, or  in-
hibitors. 

mental disorders

Chapter 5 has a new title. It has changed from
“Mental Disorders” to “Mental, Behavioral, and
Neurodevelopmental Disorders.”

And inside are new codes for unspecified dementia.
They are 294.20 and 294.21, and they cover unspeci-
fied dementia without and with behavioral distur-
bance. Disturbance is defined as aggressive, violent,
or combative behavior.

Note, however, that there is a new separate code for
wandering. It is V40.31, and it’s used in addition to
294.21

Also new is 310.81 for pseudobulbar affect, or
PBA, which is a neurological condition that triggers
involuntary outbursts of crying or laughing. It is
caused by damage to the neuro pathways that control
affect, or emotional response, and it can come as a
result of brain injury or disease. It occurs in 49% of
patients with Lou Gehrig’s disease, in about 10% of
patients with multiple sclerosis, and about 11% of
stroke patients. 

Also worth noting here: in codes 317–319 the term
mental retardation has been changed to intellectual
disability. (See last month’s column.)

nervous system and sense organs

New is code 331.6 for corticobasal degeneration.
This is a neurologic degenerative disease of the cen-
tral nervous system that impairs both movement and
cognition.  

The movement disorder usually affects only one

by john chase

It’s attestation, not detestation.
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side of the body. The cognitive impairment can
include loss of executive function, or self manage-
ment, language impairment, and difficulty with visual,
spatial, and number processing. 

New too is 348.82 for brain death. But be aware
that it can only be used when the brain death is actual-
ly documented. While a flat EEG may indicate brain
death, by itself it goes to 348.89. The new code can’t
be used unless the brain death is documented. 

Next are the 358.3x codes for Lambert-Eaton syn-
drome, an autoimmune disorder where the electrical
impulses between nerve and muscle get interrupted,
causing muscle weakness, tingling, fatigue, and dry
mouth. About half of the patients develop small cell
lung cancer a few years later, so code 358.31 indicates
Lambert-Eaton in neoplastic disease.

Following that are new codes to indicate the stages
of glaucoma.

They begin with 365.05 for open angle glaucoma
with borderline findings that indicate high risk for
damage. Next is 365.06 for primary angle closure
with no damage. And those are followed by 365.70-
365.74 for unspecified, mild, moderate, severe, and
indeterminate stages of glaucoma. 

Related to that are two new V codes. They are
V19.11 for family history of glaucoma and V19.19 for
family history of other specified eye disorders.

Last is 379.27 for vitreomacular adhesion, where
the vitreous gel adheres strongly to the retina. As a
result, vision is distorted, and eventually retinal tears
can occur. The condition often occurs with aging. 

circulatory system

The new codes here begin with 414.4 for coronary
atherosclerosis due to calcified coronary lesions. The
calcium deposits can lead to heart issues, and they are
difficult to treat with stents because they can build
back up and block the stent.

This is a secondary code. The first code shows the
coronary artery disease, and this code gets used only
if the lesions are documented. 

Next is 415.13 for saddle embolus in the pulmonary
artery. And related to that are new codes 444.01 and
444.09 for saddle emboli in the abdominal aorta. A
saddle embolus is a thrombus or clot that straddles a
dividing blood vessel and prevents the blood flow. It
appears most often in the aorta, though it can also
occur in the pulmonary artery and block the blood
flow to the lungs. The new codes make it possible to
distinguish between pulmonary and abdominal saddle
emboli. 

Also new are 425.11 and 425.18 for hypertrophic
cardiomyopathy, obstructive and nonobstructive. 

Hypertrophic means enlarged, and cardiomyopathy
means a disease that affects the heart. Thus, in this
condition, the heart muscle becomes thickened or

enlarged and has difficulty pumping out blood, thus
forcing the heart to work harder.

The symptoms are chest pain, dizziness, and faint-
ing. The condition is a major cause of sudden death in
young athletes. 

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. �

In the professional world,
looks count – for both
doctors and managers

Whether the manager is speaking to a group, to the
doctors, or to a new patient, looks count, says image
consultant SANDY DUMONT of The Image Architect
in Norfolk, VA. 

And Dumont backs up her assertion with research
– limited research, but research nonetheless. She
recently sat in a courtroom “for hours predicting
which attorneys would win based on how they
looked.” And each time, looks prevailed.

What were the clues of failure? One losing male
attorney, she says, came in with his trousers “way
low” and holding up a protruding stomach. One losing
female attorney came in with her breasts all but
falling out of her blouse.

Here are Dumont’s observations and recommenda-
tions for both doctors and managers. 

bellies and bumpkins

First, some rules for the men.

• A man should have his jacket unbuttoned only
when he’s seated. Standing with an unbottoned jacket
looks casual to the point of being sloppy.

• Got a belly? Get bigger pants.
“A man needs to take an honest look” at his waist-

line, Dumont says. Ego often forces a man into pants
with a too-small waist. Then he has to lower the belt
line to accommodate his overhanging midsection.  

The only way to camouflage a less-than-desirable
waistline is with a suit that’s cut properly. That means
a jacket that’s large enough to be buttoned and pants
legs that are tailored and not baggy. It also means
trousers that sit no more than an inch below the natur-
al waist line. Any lower than that, and it looks like the
man is dressing for his belly.

• A black suit is sophisticated, but be careful that it
isn’t cut “in the style of the Mafia or the Hollywood



bad boy.” At that point, the black suit looses its charm
and starts looking slick as well as a little scary.

Gray is a good suit color. And so is navy. “Every
man looks good in a navy blue suit.”

Be careful too that the jacket color doesn’t conflict
with the complexion. Camel is not for a red-headed
man. And a man with sandy hair looks washed out in
tan.

What about brown? In the professional setting, a
man in a brown suit “looks like a country bumpkin.”

slimmer + taller = more money

Now for the women.

• Wear solid colors. An unbroken color line makes
a woman look slimmer. And slimmer women look
taller. And, Dumont says, studies show that “taller
people earn more money” than short people.

The best way to achieve the slimmer-taller look is
with a pants suit, because it “stretches out the color”
from neck to ankle.

In the professional setting, a skirted suit portrays

more power and authority than does a pants suit,
which tends to be casual.

• Mind the details. 
Poor attention to the details of appearance bespeak

a woman’s poor attention to the details of her work.
And one of the most important details is lipstick,

though the color should be softer than a loud bright
red. Lipstick shows both professionalism and experi-
ence. It says the lady is an experienced player in the
professional world.

Conversely, “a woman who doesn’t wear lipstick
looks like she’s from a small town.” 

• As far as colors go, just like a man, a lady “can’t
go wrong with navy blue.” But unlike a man, she can
get away with colors such as royal blue, racing green,
and dark shades of red. 

As with the lipstick, however, stay away from fire
engine red. 

posture, age, and dressing up 

And now some rules for everybody.

• Stand up straight. 
For both men and women, the ultimate key to a

good appearance is good posture. A poor profile “con-
veys the message that the person doesn’t have any
confidence.”

Women are more often guilty of poor posture than
the men are, Dumont says, and usually it’s because
they feel intimidated in a male-dominated environ-
ment. And the intimidation shows. Slumped over, the
woman looks like she doesn’t believe what she’s say-
ing. Worse, a man who’s slumped over and who also
has a stomach sticking out looks like an intimidated
loser. 

Nobody is impressed with somebody who looks
defeated. What’s impressive is a straight military-like
posture. That shows pride in self as well as pride in
the medical practice.  

• Appreciate age. 
Dumont cites one male professional who was close

to 60 and wore a ponytail. His image didn’t benefit
from it. 

Similarly, a woman who wears gloss instead of lip-
stick looks like a teenager. 

The same for a woman with long hair “that looks
like it’s just grown out and hasn’t been maintained.”
She looks like a teenager – or a greenhorn. A woman
who has long hair should pull it back into a clasp at
the nape of the neck. 

• When in doubt, dress up. 
Casual has become the rule of the day. And people

have become casual to the point “that they look like
they’re getting ready to clean out the garage.” 

Regardless of style, a professional person needs to
dress the part.                                                          �
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