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mAKe YoUr emerGenCY 
dePArtment A 
reimbUrsement Winner
By Herbert Bruss, RT(R), RCC, MA, Manager Data quality and Compliance  
– The Rybar Group, Inc .

HeAltHCAre HAs AlWAYs been in A stAte of 
flUx. noW, As We PrePAre for CHAnGes 
Under neW rUles for reimbUrsement for 
mediCAl CAre, one tHinG is CertAin: tHere 
Will be CHAllenGes. 

Read more on next page

The NewsleTTer from The BDo healThcare PracTice

one of the ways a hospital emergency 
Department can maintain financial 
viability and minimize losses is to 

provide to each patient and payor a bill that is 
understandable and reflects a true picture of 
what service was rendered and why. it should 
also be a product, that when scrutinized by an 
auditor or third-party reviewer, contains the 

proper documentation for the billed services 
provided. To engineer such a product isn’t 
easy because there are so many different 
components to an emergency room visit.

imagine that you have cut yourself in your 
kitchen. The cut is minor but you can’t stop 
the bleeding. You don’t stop to wonder, 

material discussed is meant to provide general 
information and should not be acted upon without 
first obtaining professional advice appropriately 
tailored to your individual circumstances.

To ensure compliance with Treasury Department 
regulations, we wish to inform you that any tax 
advice that may be contained in this communication 
(including any attachments) is not intended or 
written to be used, and cannot be used, for the 
purpose of (i) avoiding tax-related penalties under 
the internal revenue code or applicable state or local 
tax or (ii) promoting, marketing or recommending 
to another party any tax-related matters addressed 
herein.

© 2012 BDo Usa, llP. 
all rights reserved. www.bdo.com
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“will medicare pay for this?” or “Do i need 
to contact my insurance company?” all you 
know is that you probably need stitches 
to stop the flow of blood, so you go to the 
nearest emergency room.

The patient is not the only one hemorrhaging. 
The emergency room is having a hard time 
getting control over lost revenues. hospitals 
are working very diligently to increase the 
accuracy of their revenue cycle and claim 
processes. Under-billing results in lost charges 
that are due to the hospital for the services 
rendered – charges that help guarantee the 
financial viability of the organization. over-
billing leads to compliance issues that won’t 
stand up under an audit. so what can your 
department do to maintain your revenue and 
reduce liability? There are three parts to the 
answer: anticipate, act and audit.

AntiCiPAte
first, anticipate the services you’ll be 
rendering. Decide which services and supplies 
you will offer your patients when you 
create your chargemaster. one of the most 
overlooked components of this master list 
is the level of service line. every emergency 
Department is mandated to designate at least 
five levels of care. The lower levels are for 
minor issues. level 1 might be for treating a 
cold. a level 5, on the other hand, might be 
reserved for a patient with a possible heart 
attack. whatever the issue, the department 
must take into consideration the time and 
resources needed to treat that patient, 
documenting so that the level of care matches 
the resources used. Therefore, it is important 
to anticipate what is required for each patient, 
then act.

ACt
consistency is the number one action 
point. The staff must act consistently in 
reporting appropriate levels of service 
based on health information management 
documentation. Unfortunately, the rushed 
nature of the emergency Department makes 
documentation a challenge. sometimes it 
must take a back seat to an urgent situation. 
in that case, develop a plan whereby supplies 
and services will not be overlooked. Despite 
the challenges, action must be taken to be 

ContinUed from PAGe 1

consistent in documentation so that the 
final bill will be a true reflection of the level 
of service and resources used in treating 
that patient. action on its processes must 
be followed by periodic audits. automated 
coding and documentation systems continue 
to improve and provide for enhanced accuracy.

AUdit
after the dust has cleared and the services 
have been rendered, it is very important and 
helpful to audit a sample of bills from all 
levels to verify that your total billing process is 
accurate for both the payors and the patient. 
Your internal audit must confirm that you 
did what you said on your claim form. an 
external audit is an excellent way for unbiased 
eyes to look at the process and see that you 
have anticipated the services, acted on the 
processes and double-checked the results with 
an audit. an audit can uncover many disturbing 
trends and inconsistencies in resource use 
and charges. an example of this is where a 
lower-level of emergency services was charged 
in a month when a higher level should have 
been charged because of the greater demand 
for supplies. Perhaps seasonal changes that 
brought more illness, weren’t reflected in 
the level of services. whatever the situation, 
consistent auditing can help to insure that 
hospitals charge and are reimbursed accurately 
for the services they provide.

comparing the volume of services to a bell 
distribution curve is one way to make sure 
that charging and billing accuracy is increased. 
consider the emergency Department of XYZ 
hospital which offered a high-end service to 
its patients but only charged for a lower level 
of service (the distribution of charges for the 
month as shown above).

when you compare XYZ hospital’s visits to 
an emergency Department that has an even 
distribution of services and a bell-shaped 
curve, this particular hospital left $114,060 of 
revenue on the table in this year alone. 

The bottom line is this: there are huge 
opportunities to stay afloat during the days 
of healthcare reform. what can you do to 
make your emergency Department a winner? 
start by following the aaa method of getting 
your department in order: anticipate, act and 
audit your services so you can improve on 
your charge capture process and continue to 
provide the fine services at your facility and 
maintain financial viability.

The Rybar Group, Inc., established in 1989 in Fenton, Mich., is an 
independently owned and operated member of the BDO Seidman 
Alliance. The firm provides specialist reimbursement consulting 
and other services to the healthcare industry.
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For more information, contact Claudine Hildreth, 
Director of Client Relations and Business 
Development – The Rybar Group, Inc., at  
childreth@therybargroup.com.

*  refers to an even distribution or the bell-shaped curved advocated by groups like ahima who say that 
the emergency room’s(er’s)  level of service should be evenly distributed. The x = the five level of 
services provided in a typical er and the y = the volume in this emergency room department. The curve 
is leaning to the left so there are perhaps some underpayments in this er.
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CommUnitY HeAltH needs 
Assessments for 501(c)(3) HosPitAls – 
ACtion reqUired noW

hospital has obtained irc 501(c)(3) status that 
these rules apply to them even if they have 
been excused from filing form 990.

in short, a hospital will meet the chNa 
requirements if at least every three years 
it has conducted a community health 
needs assessment and has adopted an 
implementation strategy to meet the 
needs identified. The chNa must take into 
account input from persons who represent 
the broad interests of the community served 
by the hospital, including those with special 
knowledge of or expertise in public health, and 
the chNa must be made widely available to 
the public. 

 doCUmentAtion
what follows are the specific documentation 
requirements for the chNa:

(1)   a description of the community served by 
the hospital and how it was determined. 
in general the community will be defined 
geographically, but there could be another 
basis for the definition such as for a 
specialty hospital.

(2)   The process and methods used to conduct 
the assessment, including sources, dates 
and analytical methods used to identify 
community health needs.

(3)   how the chNa takes into account 
input from those who represent the 
broad interests of the community, and 
individuals with special knowledge or 
expertise in public health who have 
current relevant data. meetings held, 
focus groups, interviews, surveys, 
written correspondence, etc. should be 
documented.

(4)   a prioritized list of all of the community 
health needs identified through the 
assessment and the process and criteria 
used for setting the priorities; and

(5)   a description of the existing healthcare 
facilities and resources available to meet 
the health needs identified.

 CUrrent dAtA
The chNa must be based on current 
data relevant to the health needs of the 
community. This information would be 
available from public health departments 
and other resources including databases that 
could be available from nonprofit and other 
organizations.

 WidelY AvAilAble
The chNa must be made widely available to 
the public. This can be done by posting the 
report on the hospital’s website or providing a 
link with clear instructions as to how to access 
the report.

 imPlementAtion 
strAteGY
The hospital must adopt an “implementation 
strategy” regarding each of the community 
health needs identified, and describe either 
how the hospital will meet the need or that 
the hospital does not intend to meet the need 
and why. The implementation strategy must 
be approved by an authorized governing body 
of the hospital by the end of the same taxable 
year in which the hospital conducts the chNa.

 ConClUsion
hospitals should begin the chNa process 
as soon as possible in order to be able to be 
in compliance with the new requirement. 
Preliminary steps include putting together an 
inside team and identifying outside advisors 
who might be able to assist in gathering data, 
identifying programs, analyzing strategies and 
writing reports.

By laura Kalick JD, llM in Tax

the Patient Protection and affordable 
care act added sections 501(r) 
and 4959 to the internal revenue 

code (irc). section 501(r) contained four 
requirements that 501(c)(3) hospitals 
must meet in order to maintain their 
exemptions. Three of the requirements are 
already in effect. The fourth requirement, 
the community health Needs assessment 
(chNa) has an effective date of taxable years 
beginning after march 23, 2012. This means 
that most hospitals will have from now until 
their tax year ends in 2013 to conduct a 
chNa and adopt an implementation strategy. 
if there is noncompliance, not only will a 
hospital lose its 501(c)(3) status, but it will 
also incur a $50,000 penalty for any taxable 
year in which it is not in compliance with the 
chNa requirement. if the hospital incurs 
such a penalty, it must report that fact on its 
form 990.

 CHnA effeCtive dAte 
exAmPles: 
•  hospital’s year end is June 30. hospital 

has until June 30, 2013, to complete the 
community health Needs assessment.

•  hospital’s year end is Dec. 31. hospital 
has until Dec. 31, 2013, to complete the 
community health Needs assessment.

•  hospital’s year end is Jan. 31. hospital 
has until Jan. 31, 2014, to complete the 
community health Needs assessment.

The irs has not yet issued regulations to 
implement the new law. however, last July, 
the irs issued Notice 2011-52 (Notice) to 
provide hospitals that wanted to begin the 
chNa process with some guidance upon 
which they could rely. The Notice also 
requested input from the public in the form of 
comments on some issues.

currently the chNa rules only apply to 
501(c)(3) hospitals that are licensed as such. 
it is important to note that if a government 

For more information, contact Laura Kalick, 
National Director, Nonprofit Tax Consulting, at  
lkalick@bdo.com.
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 Read more on next page

revenUe CYCle… CAsH floW issUes 
sinCe tHe imPlementAtion of 5010 

By Claudia Birkenshaw Garabelli, MSA, Revenue Cycle Services Manager – The Rybar Group, Inc .

revenUe CYCle mAnAGement is Under 
ConstAnt PressUre WitH ComPetinG 
Priorities And CHAllenGes to brinG in tHe 
CAsH. HoWever, imPlementAtion of tHe neW 
eleCtroniC dAtA stAndArd formAt of 5010, 
WHiCH WAs effeCtive JAn. 1, 2012, HAs 
drAstiCAllY CUrtAiled dAilY ACtivities And 
CAsH floW.

them have not invested the necessary time or 
resources.

 mistAKes beinG mAde 
dUe to no/little 
UnderstAndinG of 
stAndArds
a core issue is a basic lack of understanding 
of electronic standards. even if you believe 
you have resolved 5010 issues, this trend is 
continuing to grow and it’s important that 
you understand the basics. let’s review the 
background.

congress addressed the need for a consistent 
framework for electronic healthcare 
transactions and other administrative 
simplification issues through the health 
insurance Portability and accountability act 
of 1996 (hiPaa). hiPaa amended the social 
security act by adding Part c—administrative 
simplification—to Title Xi of the act, requiring 
the adoption of standards for certain 
transactions to enable health information to 
be exchanged more efficiently and to achieve 
greater uniformity in the transmission of 
health information.

in august 2000, the final rule was published 
in the federal register entitled “health 
insurance reform: standards for electronic 
Transactions.” This is commonly referred to 
as the Transactions and code sets final rule. 
That rule implemented some of the hiPaa 
administrative simplification requirements by 
adopting standards for electronic healthcare 
transactions developed by standard setting 
organizations (ssos) and medical code sets to 
be used in those transactions. 

 WHAt exACtlY WAs 
AdoPted? 
standard Transactions were adopted so that 
when certain data was sent from a provider 
to a payor, it met “standards.” when data is 
sent electronically, it’s called electronic Data 
interchange (eDi) and it may also be referred 

The eDi standards are core processes that 
impact every aspect of the revenue cycle, from 
billing to payment to verification.

The new eDi platform, commonly referred to 
as 5010, was mandatory Jan. 1, 2012. some 
payors throughout the country have been 
struggling to get their claims to the payors 
or to receive payments from certain payors. 
Nuances vary from state to state and it may 
depend on which clearinghouse you use, if 

you’re sending a 4010 and your clearinghouse 
is rolling that to a 5010, if you’re sending 
the 5010 but your clearinghouse converts it 
to a 5010, if your payor accepts the 5010, 
and more. some payors are accepting the 
5010 but are struggling making payments. 
mistakes have been made due to little or no 
understanding of the standards nor of what 
actually changed. Due to lack of time, i have 
seen providers put implicit trust in their 
clearinghouse or other vendors and many of 
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to as electronic Transaction standards (eTs). 
The format used prior to Jan. 1, 2012, was the 
004010a1. 

hiPaa mandated that standard codes be 
used for diagnosis (icD-9 and icD-10 as of 
10/1/2013), procedures (hcPcs, cPT, and icD-
9 procedure codes for inpatient claims), cDT 
(dental), and National Drug codes (NDc) and 
codes to identify providers (National Provider 
identifier, NPi).

The standards also affect how data is 
transmitted electronically, specifically: 
• claims and encounter information
• Payment and remittance advice
• claims status
• eligibility
• enrollment and disenrollment
• referrals and authorizations

when claims are sent electronically, it is 
referred to as the 837 standard. when 
payments are sent, it’s referred to as the 835. 
see the eDi standards listed below and their 
various nuances:

EDI Standards – moved from the 
004010 format to the 5010:
• 837 – claims
 •  837 i – institutional & 837 P - Professional
• 835 – Payment - remittance advice (ra)
• 270 & 271 – eligibility inquiry & response
•  276 & 277 – claim status inquiry & 

response
• 278 – Prior authorization/referral

 reAdinG AboUt tHe 
trAnsACtions does not 
HAve to be ConfUsinG
when you read that a format is asc X12N 837 
004010 X096, what does that mean? This 
terminology is less confusing if you break it 
into its five segments, as defined in Table 1:

ASC – Source of a standard; this standard 
comes from the american National standards 
institute (aNsi) accredited standards 
committee (asc). You may also see this 
referred to as “aNsi asc” or just “asc.” Both 
indicate the same source of a standard. 

X12N – A subcommittee of the ANSI ASC 
X12 committee . The X12N subcommittee 
defines eDi standards used in the insurance 
industry which is what impacts healthcare 
providers, payors and clearinghouses. 

837 – A transaction set . when the 837 
transaction is listed, it may refer to specific 
standards for various types of claims: 
institutional, professional, and dental. The 
837i refers to institutional claims used by 
hospitals, nursing homes, and others (the UB-
04 claim form). The 837P refers to professional 
claims used by physicians and others (the 
1500 claim form).

004010 – The version of the X12 standard. 
This is commonly referred to as “version 
4010.” it identifies version 4 of the standard, 
release 1, sub release 0. 

X096 – an internal reference number related 
to the transaction. in the case of the 837 
transaction, three versions exist: institutional, 
dental and professional. The reference 
numbers X096, X097 and X098 identify these, 
respectively. 

Institutional-X096 | Dental-X097 
Professional-X098

if you are having problems or if things are 
running smoothly, i encourage you to work 
closely with your vendors and payors, and 
contact your state association as well as the 
National Uniform Billing committee (NUBc) 
if you use the UB-04 claim form (facility 
claims) and the National Uniform claim 
committee (NUcc) if you use the 1500 claim 
form (professional claims). The standard code 
sets can be purchased from the washington 
Publishing company, and it is an investment 
that must be made. 

The Rybar Group, Inc., established in 1989 in Fenton, Michigan, 
is an independently owned and operated member of the BDO 
Seidman Alliance. The firm provides specialist reimbursement 
consulting and other services to the healthcare industry.

Table 1

For more information, contact Claudine Hildreth, 
Director of Client Relations and Business 
Development – The Rybar Group, Inc., at  
childreth@therybargroup.com.

Accredited Standards Committee (ASC)   of the American National Standards Institute (ANSI)

837 – Transaction set; outgoing claims

X096 – Internal reference numbers related to the transaction;
X096 = institutional claim

AsC   x12n     837           004010     x096

X12N – A subcommittee of the ANSI ASC X12
Committee; X12N defines EDI standards used
with insurance

004010 – Version of the X12 standard; Version 
“4” of the standard, Release “1”, Sub-release “0”
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BDO HEAlTHCARE INDUSTRY PRACTICE 
BDo’s national team of professionals offers the hands-on experience and technical skill to 
address the distinctive business needs of our healthcare clients. we supplement our technical 
approach by analyzing and advising our clients on the many elements of running a successful 
healthcare organization. 

The BDo healthcare practice provides services in the following areas:

• acute care
• ancillary service Providers
• health maintenance organizations (hmos)
• home care and hospice
• hospitals
• integrated Delivery systems
• international health research organizations
• long Term care
• Physician Practices
• Preferred Provider organizations (PPos)
• senior housing, including ccrcs

© 2012 BDo Usa, llP. all rights reserved. www.bdo.com
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BDo is the brand name for BDo Usa, llP, a U.s. professional services firm providing assurance, tax, financial advisory and consulting services to a wide range of publicly 
traded and privately held companies. for more than 100 years, BDo has provided quality service through the active involvement of experienced and committed 
professionals. The firm serves clients through more than 40 offices and more than 400 independent alliance firm locations nationwide. as an independent member firm 
of BDo international limited, BDo serves multinational clients through a global network of 1,118 offices in 135 countries.  

BDo Usa, llP, a Delaware limited liability partnership, is the U.s. member of BDo international limited, a UK company limited by guarantee, and forms part of the 
international BDo network of independent member firms. BDo is the brand name for the BDo network and for each of the BDo member firms. for more information, 
please visit: www.bdo.com.  
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