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and regulatory affairs. Morrissey is responsible for consulting and strategic

hospital executives, case management, physician advisors, and attending

physicians. Morrissey is passionate about using data and technology to help

Jerilyn Morrissey, MD, serves as Versalus Health’s senior vice president of clinical

advisement for hospital leaders, case management staff, and physician advisors on
regulatory, private payer, and utilization management issues. Morrissey leads
Versalus Health’s clinical and regulatory affairs teams, providing education for

hospitals navigate complex Medicare regulations and understand payer practices

and their impact on the hospital revenue cycle. Morrissey’s experience as a

practicing physician, a physician advisor for a nationally recognized health system,
and as a director of clinical information for a national payer, afford her a unique

perspective to solve utilization management’s evolving challenges.

Morrissey received a bachelor of arts in biology from the lllinois Wesleyan

University and her medical degree from the University of lllinois. Morrissey is

currently a licensed physician in California.
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Joseph R. Zebrowitz, MD, is co-founder of Versalus Health, a company
providing hospitals with next-generation analytic and operational solutions
focused on the intersection of utilization management, revenue cycle, and
compliance. Before Versalus, Zebrowitz served as executive vice president for
Executive Health Resources (EHR) where he was a trusted advisor to thousands
of hospitals and established the standard for medical necessity reviews.
Zebrowitz's career focus has been on assisting hospitals in gaining an accurate
picture of their compliance and revenue integrity.

Zebrowitz received a bachelor’s degree in psychology from the University of
Pennsylvania and his medical degree from Temple University School of
Medicine.
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+ At the completion of this educational activity, the learner will:
— Describe the regulatory framework that applies to Medicare Advantage (MA)
— Discuss what MA payers are and are not allowed to do
— Identify recourses available to providers when payers do not abide by the rules
4
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+ Review the regulatory framework that applies to MA payers
* Review specific tactics that MA payers utilize to erode provider revenue

* Understand how analytics can be leveraged to uncover these tactics with
precision

+ Fighting back — what strategies providers can employ to level the playing field

* Medicare Advantage organizations (MAO) employ tactics that aggressively
erode provider reimbursement

« Each payer uses a combination of different strategies to achieve its revenue
goals

+ Payer tactics target many points along the clinical revenue cycle — from
utilization review (UR) to clinical documentation improvement (CDl)/coding to
the business office

© 2022 HCPro, a division of Simplify Compliance LLC. All rights reserved.




What Are The MA Rules Of Engagement?

MEDICARE

MEDICARE COMMERCIAL

ADVANTAGE

REGULATIONS > REGULATORY

+

CONTRACTS 4
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Sources of Information
What are the regulatory/legal standards we will review today?
v Social Security Act (SSA)
v Code of Federal Regulations
v" CMS Internet-Only Manuals (IOMs):
— Medicare Managed Care Manual (100-16)
« Chapter 4: Benefits and Beneficiary Protections
« Chapter 13: Medicare Managed Care Beneficiary Grievances, Organization
Determinations, and Appeals Applicable to Medicare Advantage Plans, Cost Plans, and
Health Care Prepayment Plans (HCPPs), (collectively referred to as Medicare Health
Plans) — New
v" HHS Office of the Inspector General (OIG) reports
US HEALTH, LLC. i 8
_
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US. Department of Health and Humsn Services

Office of Inspector General

Medicare
Advantage Appeal
Outcomes and
Audit Findings
Raise Concerns
About Service and
Payment Denials

‘.
it
jnspector Genera!

Retrieved from: Accessed 1 Feb 2022

Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved.

Source: Office of Inspector General, Medicare Advantage Appeal Outcomes and Audit Findings Raise Concerns About Ser
fror

“...Medicare pays the insurer (called a
Medicare Advantage Organization, or
MAO) a risk-adjusted payment each
month for as long as the beneficiary is
enrolled. In exchange for the monthly
payment, the MAO agrees to authorize,
and pay for, all medically necessary
care for the beneficiary that falls within
Medicare’s benefits package.” ' [Bold
added by author]

rvice and Payment Denials, OEI-09-16-00410. September 2018
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MA plans must provide a “basic benefit” that is not less than
the benefit(s) provided to Medicare Fee for Service (FFS)
beneficiaries. Section 1852(a)(1)(A) of the Act states:

“[E]Jach Medicare + Choice plan shall provide to
members enrolled under this part, through
providers and other persons that meet the
applicable requirements of this title and part A of
title XI, benefits under the original Medicare
fee-for-service program option...” [Bold added
by author]
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In the revisions to the Code of Federal Regulations, 42 CFR §417, 422, and
423 (F.R. 2020-11342), CMS revised regulations for the Medicare Advantage
(MA or Part C) Program, Medicare Prescription Drug Benefit (Part D) Program,
and the Medicare Cost Plan Program, and offered insight into CMS’ intent as
relates to the revision:

“We remind MA organizations of our long-standing
guidance in Chapter 4 of the Medicare Managed
Care Manual about medical necessity in the
context of supplemental benefits and how MA
plans may develop their own medical necessity
policies and procedures, so long as access to
and coverage of Part A and Part B benefits is
not more restrictive than Original Medicare.”
(85 FR 33804) [Bold added by author]

11

Medicare Mana,
Chapter 4 - Benefits an

Transmittals for Chapter &

from:
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Accessed 1 Feb 2022

“Every MA Plan:...

Must make determinations based on: (1) the medical
necessity of plan-covered services - including
emergency, urgent care and post-stabilization - based on
internal policies (including coverage criteria no more
restrictive than original Medicare’s national and local
coverage policies)... Furthermore, if the plan approved
the furnishing of a service through an advance
determination of coverage, it may not deny coverage
later on the basis of a lack of medical necessity
(Program Integrity Manual, Chapter 6, Section 6.1.3(A));
Must accept and process appeals consistent with the rules

set forth at 42 CFR Part 422, Subpart M, and Chapter 13 of
the MMCM.” [Bold added by author]

Source: CMS Medicare Managed Care (MMC) Internet Only Manual (IOM), Pub 100-16, Chapter 4: Benefits and Beneficiary Protections, Section 10.16 “Medical Necessity” Retrieved
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An Everyday Example That Reg
Medicare FFS And MA

Medicare Outpatient Observation Notice

Patent name: Pt

'YOU® @ hospital oUtpatent recenng CoSeraton SEVCe Vor
ause

e ol an rpaent

Being an outpabient may afiect what you pay in a hospital
Vedeare Pat 8

o When

For Pan B sanvices, vou generall pay
A copayment for each outpatient hosptal sence youget.Par B copyments may

vary by type of service
20% of e Medicare-approved amoontformost docior senices shes i Par §
o

care afer you eave

may affect coverage and payment of youl

Observation senvices
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ulatory Requirements Apply To Both

+ Hospitals and critical access hospitals
(CAH) are required to provide a Medicare
Outpatient Observation Notice (MOON) to
Medicare beneficiaries (including MA plan

members)

This informs the beneficiary that he/she is

a hospital outpatient receiving observation
services and is not inpatient of a hospital or

CAH
The MOON is required for MA and FFS

beneficiaries

Are Commercial UR Screeni

Medicare Managed Care Manual
Choapter & - Benefits and Beneficiary Protections

Trasmmenah fr

Source: CMS Medicare

Are commercial UR screening criteria more restrictive than Medicare?

Managed Care (MMC) Internet Only Manual (IOM), Pub 100-16, Chapter 4: Benef
www.cms.gov/Regulat Guidance/Guid e/Manuals/Downloz 04.pd

ng Criteria More Restrictive Than Medicare‘J.

“...the organization determination must be reviewed by a
physician or other appropriate health care professional with
sufficient medical and other expertise, including knowledge of
Medicare coverage criteria, before the MAO issues the
organization determination decision.” —MMCM, Chpt 4

COVERAGE determinations may be no more restrictive than Medicare's national and
local coverage policies...

So, what are Medicare's coverage policies as it relates to status?

The regulatory definitions of inpatient and observation? YES

UR screening criteria? NO

YES!!!

fits and Beneficiary Protections, Section 10.16 “Medical Necessity"
ndf Accessed 1 Feb 2022

Retrieved from: htips
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How Does Medicare Define Observation?

At the agency level, Medicare Benefit Policy Manual (I0M)
100-02 Chapter 6 §20.6

Medicare Benefit Policy Manual
Chapter 6 - Hospital Services Covered Under Part B

“Observation services are covered only when provided
by the order of a physician or another individual
authorized by state licensure law and hospital staff
bylaws to admit patients to the hospital or to order
outpatient tests. In the majority of cases, the decision
whether to discharge a patient from the hospital
following resolution of the reason for the observation
care or to admit the patient as an inpatient can be made
in less than 48 hours, usually in less than 24 hours. In
only rare and exceptional cases do reasonable and
necessary outpatient observation services span more
than 48 hours. [Bold added by author]

Tobde o Cvmieats:

Loanssrial by Chaptes &

Source: CMS Medicare Benefit Policy Manual Internet Only Manual (I0M), Pub 100-02, Chapter 6: Hospital Services Covered Under Part B, Section 20.6 “Outpatient Observation Services” Retrieved from:
ps://www.cms, ions: G ce/lM ernet-Only-Manuals-IOMs-ltems/ 12675 Accessed 1 Feb 2022
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15
Even Though The Payers Get Paid More You Will Get Paid Less
Each payer deploys its own unique methods to undermine hospital’s revenue by taking advantage of the
disconnects that occur in the clinical revenue cycle.
PAYER REVENUE EROSION TACTICS
« Affiliated hospitalists control inpatient orders and documentation
= " « Difficult inpatient authorization; inpatient to observation denials
w UmtedHealthcaI‘e * DRG downgrades
« ED-level downgrades
« Inpatient to observation denials
+  Observation definition for UM contradicts definition for claims payment
. + Use “notifications” to change policy
a-etna *  Line-item denials; proprietary bundling
« Day-level downgrades
+  ED-level downgrades
+ Inpatient to observation denials
+ DRG downgrades (most aggressive)
H U ma n u « Difficult inpatient authorization; inpatient to observation denials
«  Blocked peer-to-peer appeals
+ BlueCross Blue Shield tactics and level of aggressiveness varies by state
« Difficult inpatient authorization; inpatient to observation denials
+ DRG downgrades
i i « Difficult or no peer-to-peer appeals
BlueCross, +  Complex written appeals process
+ Technical denials
US HEALTH, LLC. 16
16
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The Three Phases Of Payer Accountability

Get Your Own House Exhaust Your Contractual  Escalation, Arbitration, and
in Order Appeal Rights Litigation
Enhance
Enhance Internal Processes Enforce Appeal Rights Escalate Payer Issues &

Improve Contract Language

THE <75 OF PAYER ACCOUNTABILITY 3(2%
\m@l

Copyright © 2022 VERSALUS HEALTH, LLC. Allrights reserved.
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Use Actionable Analytics To Get Your House In Order!

- Managed Care — = — CDI/Coding — - LOS/Throughput — - Business Office-—
1P Cost & LOS * Revenue Realization *

VHI: Medicare Advantage Pel
Data for the period April 1, 2018 - March 31, 2019

Compare MA performance vs. MFFS

G |_uv_Ji CDI/Coding
$14,302,519 . $2,641,668) 319% 34 112,987) -17% 116 271

512,019,147

271% | (519508)  63%

[Payer 4 510,890,679 (8563.664) (5175.518)
|Other 04% | [ ($82609)  7.8%

x
512,803,050  &. (5719.061) g $550,257 W [sa.528) ,,
v
5317637 7. (s201.860) nfa I

|

Toual $53,181,771 8%  ($5.282460) -10.8%  $1.268,153 101% - (54.055.473) (s285,803) -0.9% 115 263 (03.060) -L7%  33% | (51500277 5%

| et |
Start by comparing each MAQO’s performance to Medicare FFS

The true performance of an MAO can only be accurately and reliably understood when
evaluated based on the cumulative impact of all the tactics that effect performance.

Copyright © 2022 VERSALUS HEALTH, LLC. Allrights reserved.
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Let’s Review Some Misconceptions

If a payer agrees to pay 103% of Medicare, this
contract will definitely yield more revenue than if
those patients were Medicare FFS

Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved.
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Payer 1 Agrees To Pay 103% Of Medicare

» Logically, higher contract rates relative to Medicare FFS should yield more revenue
> For this contract, 103% of Medicare rates should result in an additional $625K of incremental revenue
» But beware, this is not the whole story...

VHI: Medicare Advantage Performance Dashboard - Recommendations - Hospital 1

1, 2018 - March 31, 2019

e

= —40% 83% 3% fa 0% 118 277 FESV.GMIDS SETIK 1T%

$625,432 103%

$550,257 101%

$14,302,519

$12,019,147

512,803,050

($175,518) 99%

n/a n/a

510,890,679

53,176,376

Lower CMI could simply be lower acuity.
f cost/L0S is also lower

$53,191,771 $1,268,153 101%

Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved. 20
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Does The 103% Materialize?

» Despite the higher contracted rates, Payer 1 has the highest revenue shortfall compared to Medicare FFS

> In fact, had Payer 1 patients walked in with Medicare FFS cards, Hospital 1 would have received $2.1M more!

» Payer 1 conditioned the hospital’'s UR department to self-downgrade long stay cases to observation to avoid denials. End result was
a ~32% long observation rate costing $2.6M relative to Medicare FFS

Hospital 1

Contract ! 2+MN OBS Utilization
Yield Performance % of -

(Pymts/ Variance vs.  Payer's |* 2+MN

Oppt: OBS Rat
FFS Revenue nt 547 0OBS oy
Chrgs) n: (vs. MFFS) Rate Q1-2019

@
n/a n 1 Target: 4.0% 83% 7.3% (5212,987) -1.7% 116 2.71 [ -15% (573,788)

I Lower CMi could simply be lower acuity I

if cost/LOS is also lower

BEST PRACTICE

»> Enhance internal UR processes to reverse the trend of overuse of observation
» Use CMS definitions of Inpatient and observation for MA payers

Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved. 21
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Let’s Review Some Misconceptions

The best payers for my hospital are the
ones that issue the fewest denials

Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved. 22
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Net Inpatient Realization™

M. d Care Net | ient Realization: 2+MN Patient Population

Rolling 12 months ending 10/31/2019, Key Stakeholders: UM, Billing, Appeals, Managed Care

UM/Patient Status; Billing Business Office / Appeals Managed Care
OBS  2+MN | %of T ey Net 1P
Payer Cases OBSRate| Toml || Cases IP Rate | Towo! Paps Appeals % OT Net!P  Total Vol
setna/coventry | 200 A% | 22 || 2613 B0 || 23% 510 28 [l 2192 @ 76%
United 33 SR || 2% || 1563 [EE%] | 13% 3 7% 1w PRl w7 @ e
Humana 114 []6% 8% 1,787 15% 14 207 B}'% 1,599 . B84%
Cigna 107 24 | 1s% || veas [EER | 12% 1 g [abw 1381 @ s
Molina ns [ | ox || 1ss2 B || 20% 33 e [em] 141 @ 5%
wellcore w0 [k | 125 || 1m 1% a1 a3 [k 1228 @ 8%
GptumCare 7 P | ox || s B % & sa [ 1% @
Other BCBS a7 3 | 2% || 2 2% 15 1w % ||| s @ s
Other 0 g | % || 1o 0% || 2% 8 7 x| 2 @ %
Total 1342 104% |100% || 11578 sesw | 100w 3 733 % 10570 80%
UM/Bill Diserepancies: 171 {1.5%) % Not Appealed. 37%
Net Inpotient Realization: 89.6% 74.8% 78.4% 80.4%
Managed Care Target:  >32%
Medicare Actual: 96%
Copyright © 2022 VERSALUS HEALTH, LLC. All rights reserved. 23
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Net Inpatient Realization™
Managed
Rolling 12 m Denial Vo ¢ et et
Denia % of Net IP
Payer Payer Denials  Rate | Total Net IP Total Vol | care
Aetna / Coventry 2| Aetna/coventry | 770 40% 2,192 ® 76%
i ; I
Galted 31 united 120 |8k | 6% 1457 @ 76% et P
Payer —_— - - Total Vol
nemafcoventry | 200 [0 | 22% ||Z2613 E| 2% || 70 m 23 s [ 238 ; 17% 212 @ 7%
5 - . ... R .., ey Pt N S 5 . EEEE
Tidted " Managed Care Net inpatignt 24MN Patient ion 1 . ReST @
Humana 1 Roliing 12 manths ensing 10314019 Key Stakchalders: UM, Biling. Appeals, Managed Cafl H 1,599 ® 84%
Ciana 1 H : : 1381 @ 8%
P g : EL!Manriem Status; Billing I Business Office / Appeals . Mana:d(am | e ® %
o T
OptumCare Paver Chres 00 | e || ez ot | ro | appeate| | p2ps  mor || appesis  xor Naw Tyl e %
e S remorimy | 0 B¢ | || 2o D] = w oo B || e Do || o @ | 20 @ am
United 3 2% || 1563 | 4% 02 3 S B
Other =3 (=3 ! e - w2 @ %
10 Wlex | ox || 17er EEEC]| 1% 57 uw | m 1599 @ #n (e e |
BEST PRACTICE - - b O 80%

> Rethink your KPIs:

Net Inpatien ; . . - o]
> Denial rate and overturn rate in isolation are not good indicators of
MA payer performance so2%
> “Overturn rate” may be impacted by low rates of appeal 5%
Copyright © 2022 VERSALUS HEALTH, LLC. All rights reserved. 24
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Let’s Review Some Misconceptions

Some physicians keep MA patients in
observation status for over two
midnights...

-
Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved. 25
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Two hospitals. In Hospital A, physician advisors work with attendings to change order for 2+ midnight
cases appropriate for inpatient status. In Hospital B, attending physicians do not change orders despite
meeting inpatient status. Why?”

Uncovering The “Fox In The Hen House”

Hospita| A long Stay Bllled 0BS - By Reason Hospital B longStay Bllled OBS - By Reason
Unknown Oppty N Inapprop Left OBS by Phys. SN Appr 0p for OBS s s OBS Tarpet = 10% Unknown Oppty. IS Inapprop Left OBS by Pys. SR Aopr 0p for OBS == = OBS Target = 10%

a0% aon

Investigation into Hospital B revealed that the physicians refusing to follow Medicare guidance were
affiliated with a payer! The physicians were accountable to metrics developed to encourage leaving patients
in observation despite meeting CMS inpatient guidance

Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved. 26
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2+MN Patient Status: -—-2+MN OBS Rates— 2+MN OB! -=2-3 MN Avg Charges-— -—Medical CMI; IP Cases*— [l FFS-Medicare
Cases by Physiciar Inpt 0BS Total MA FFS-Medicare  vs FFS-Medicare MA FFS-Medicare MA FFS-Medicare [l 2+MN Cases
BLACK WIDOW 588 286 874 33% 7% 4.7x $28,502 $32,041 118 122 115
IRON MAN 576 268 844 32% 15% 2.2x $29,934 $29,210 117 1.28 109
PEPPER POTS 527 313 840 37% 10% 3.8x $29,188 §29,721 1.20 112 71
HULK 256 200 456 44% 15% 2.9x $34,007 $36,116 131 1.27 233
vewos a1 ue a0 w L me o Smgm  Sest  1aa B M0
WINTER SOLDIER 261 176 437 40% 13% 3x $31,574 $31,321 1.29 1.28 204
1ARVIS m 88 399 22% 7% 3.3x $34,144 $38,310 119 134 166
CAPTAIN AMERICA 78 26 104 25% 10% 2.6x $37,088 $29,724 1.15 1.40 31
CUNT BARTON 75 19 94 20% 15% 1.3x 540,323 $34,252 114 1.09 40
LOKI 59 20 79 25% 18% 1.4x $34,428 $38,869 1.28 1.17 28
BT

5.7% lower 1.5% lower

BEST PRACTICE
\\

» Use data to compare physician performance

» Understand which physicians are driving high long stay observation rates

»> Determine if the physicians have payer business relationships undermining your hospital’s
performance & compliance

\
N~

Copyright © 2022 VERSALUS HEALTH, LLC. Al rights reserved.
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Remember: the MAO has designed its UR process to create a path of least

resistance for the hospital to accept lower revenue. So, in summary...

+ Use actionable analytics to compare performance of your MAOs against
Medicare and identify payer dynamics and specific tactics that have the
greatest net revenue impact

+ Simply focusing on reducing denial rates or appeal overturn rates creates
“observation conditioning” and gives a false sense of success

* Improve UR case review process

— Use CMS definitions of inpatient and observation for MA payers
— Develop KPlIs that truly measure REVENUE success
A stepwise approach that starts with analytics and ends with intervention enables
providers to level the field
28
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Now that you are enforcing your contractual rights, you may continue to see
several examples of bad payer behavior
(e.g., a payer’s hospitalist group that is non-cooperative with UR or a payer medical director
who is an outlier compared to his/her peers)
Your agreement with payers likely includes requirements for a Joint Operating
Committee (JOC) meeting to address contractual disputes

Are you having these meetings? Who is attending? Who is determining the
strategy?

With preparation and planning, these meetings may help you level the
relationship with your MAO payer

Copyright © 2022 VERSALUS HEALTH, LLC. Allrights reserved.
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Use actionable analytics (for each clinical revenue cycle areas)
Areas to focus:
Inpatient vs observation definition
Administrative denials
Peer to peer performance
Overturned peer to peer appeal’s payment: payment delays and payment amounts
Appeal opportunities
Outline issues to discuss in the meeting
Some examples include:
Unclear definition of inpatient vs outpatient status that drives high volume of peer-to-peer discussions
Overturned denials via peer-to-peer denied again and require additional appeals
Payments of peer-to-peers determined to be inpatient appropriate delayed
Be prepared for MAO common rebuttals
Bring case examples to support arguments
Get definite next steps (with dates and accountable parties)
Push for contract changes regardless of where you are in the contract life cycle
Understand the contract value of each term you want to negotiate
30
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litigation

and learned two things:

Copyright © 2022 VERSALUS HEALTH, LLC. Allrights reserved.

— Almost all these cases settle in favor of the provider
— The payer and provider continue to do business and actually have a better relationship

« Most payer contracts have an arbitration clause. If not, you still have rights to

« Many facilities are concerned about escalation into arbitration, we hear this all
the time: “We don’t want to hurt our relationship with the payer”
— If the relationship was “good,” there would be no need to consider arbitration/litigation

« The payer is not worried about the relationship when it takes your money

- We have been involved in nearly 100 payer/provider Arbitrations and litigations

31

Get Your Own House
in Order

Enhance

Enhance Internal Processes

v Don't let the payer use
hospital’s internal process
as an excuse

v Improve UM case review
processes

v Don't let denials create
“observation conditioning”

v’ Bring 2+midnights
observation rate in line with
Medicare FFS and CMS
definition of observation

Copyright © 2022 VERSALUS HEALTH, LLC. Allrights reserved.

Exhaust Your Contractually
Allowed Rights to Appeal

Enforce Appeal Rights

v’ Ensure that every
inappropriately denied case
receives a peer-to-peer
discussion and appeal

v’ Check that payers are
following contractual terms

v Quantify the impact and
keep track of the most
egregious cases

Fe

Escalation, Arbitration, and
Litigation

Escalate Payer Issues &
Improve Contract Language

v Gather data and examples
regarding the payer’s
inappropriate behavior that
can be used to improve
contract language

v Use JOC or executive
escalation

v' Utilize arbitration to enforce
contractual rights or fair
treatment if contract allows
egregious behavior

32
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Conclusion

+ MAOs are required to provide benefits to members that are no more restrictive
than traditional Medicare

+ MAOs are required to reimburse providers at a level not below that of traditional
Medicare

+ However, whether through inappropriate use of commercial screening tools,
UR denials, DRG downgrades, etc., few, if any, MAOs actually live up to these
legal requirements

+ To address inappropriate MAO behavior in all areas of the clinical revenue
cycle:
— Enhance internal processes
— Exhaust your contractually allowed rights to appeal
— Escalate payer issues & improve contract language

US HEALTH, LLC. Al i
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Mastering Utilization
Review and Patient Status

a NAHRI virtual event %

Thank you!

Jerilyn.morrissey@yversalushealth.com
drioe@versalushealth.com

In order to receive your continuing education certificate(s) for this program, you must complete the
online evaluation. The link can be found in the continuing education section of the program guide.
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