
The Evolution of the Clinical Reimbursement Specialist
and The Road To Survival

by Jerome R. Gardner, CFE
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The scene opens in a hospital
business ofice with an auditor and
an office clerk negotiating billed
charge reductions. The auditor is

r an experienced registered nurse
1 hired by the insurance company to
review their insured “fee for
service” bill against the medical
record documentation, and the
business office clerk has little or no
knowledge of medical terminology,
protocols, or charging structures.
The clerk calls various ancillary
areas under question, including

ursing, to get clarification and understanding of the items being
disallowed or reduced. After several tries and little success. the
clerk accepts the RN’s adjustments. Thus, starts the role of the in-
house nurse auditor.

The in-house nurse auditor’s position was originally established
under the business or finance office Later. Internal Audit often
acquired this expertise and expanded it. This position was created
to combat the insurance company’s attempts to both delay
payments to the provider, and at the same time defend the reduction
of billed charges for perceived errors or non-documentation issues
incurred. New payment reduction scams were always being
introduced by the insurance companies’ auditors for the hospitals
to combat. One concept was “usual and customary charge”. These
usual and customary data bases developed and utilized by insurance
companies’ auditors had neither contractual authorization nor
traceable origins to be the local area market. The insurance
companies’ auditors thus cherry-picked selected charges and the
outcomes were always one sided - in their favor. Their goal was
to always reduce charges, never increase them even if the charge
was below the lowest data point in their fee schedule. Another
scam concept for charge reduction was the notification letters sent
by audit companies indicating that they would not audit your
institution if a percentage of the bill was reduced up front. The
audit companies incentive was to receive a “bounty fee”, a
percentage of the action, from the insurance companies. They
would even reopen accounts that were years old in the hope to
increase their “fat finder fee”. This has also manifested itself in
managed care today with changing contract rules, authorization
requirements, denials, delays, and lies all to postpone proper timely
payments. Thus, price as well as appropriate documentation was
questioned or negotiated. This stage of development was called
“defense” reviews. The name alone indicates its purpose.

To retaliate, the hospital, with their newly established registered
nurse, would begin to tight for the hospital’s rights. The registered

nurse was utilized to establish credibility to face an RN insurance
company auditor, and create uniform audit guidelines and
procedures for all to follow.

Where institutions were historically undercharging, the hospitals
established “retrospective” reviews - going back and rebilling
previously closed accounts. Monies actually recovered were
recorded under miscellaneous or other operating income. This
additional audit function began to get involved in the actual
charging and billing process flow and often took calls from
patients, identifying, explaining, or answering their concerns,
misunderstandings, or complaints.

The nurse auditor and others realized that the hospital’s charging,
documentation substantiation (medical records) and their entire
process flow was in need of revamping; a total quality management
concept before TQM was fashionable.

Teams were created with newly developed data base information
established for errors incurred and process flow delays noted and
corrected. The outcome: “Concurrent Review”- reviewing and
adjusting the patient’s bill before it is mailed.

Stage Left enter DRGs (Diagnosis Related Group), along with
per diem payments, discounts, and even line item contract
negotiations. In some institutions, the nurse auditor began to
become part of the audit team performing operational and clinical
audits jointly; others moved to review outpatient billing as well as
outlier claims (those bills outside of managed care’s complicated
discount contracts).

Managed care contracts became so complicated and varied that
software companies sprung up to interpret contract payments. New
businesses were also established to maximize reimbursement via
coding DRG enhancement experts. New bounty hunters were
established and back working for you for a piece of the action, “a
finders fee”.

Stage Right enter Capitation - fixed rate of payment for a set
population. This is a transformation of risk. What is important is
the real cost of providing services, not what we charge for them.
To determine this cost, additional information has to be captured.

Healthcare institutions are now acquiring strong information
systems, thus spending billions to know their own costs.

What about the nurse auditor? No more charges to review. Enter,
Center Stage, the Clinical Reimbursement Specialist. The
clinical reimbursement management function is created to analyze
the institution’s reimbursement substantiation. That analysis
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requires sound Interactive software program tools developed with
appropriate applications to extract data from other patient
information sources. This acquired data will be used to analyze.
model, trend and support future decisions. While the healthcare
industry cannot discriminate against payor type, the clinical
reimbursement specialist will analyze each patient. and model
contract reimbursement by patient. He will communicate these
reimbursement findings to better educate and train, enhance cash
flow, and improve contract negotiations and documentation. In
addition, he will refine and maximize service codings and
reimbursement.

These clinical reimbursement specialists will need additional tools
to dissect and interpret this data while being proactive in
performing micro audit reviews to determine the root causes of
problems incurred prospectively. These prospective reviews will
reveal information relationships and discoveries from databases that
will improve the entire patient reimbursement performance system.

Information systems architecture has to be
developed to accommodate these reviews. One
working concept of an audit database is being
developed by the Open Management
Foundation (OMF). It is able to upload and
download real time point of care treatments,
protocols, reimbursement contract information,
appropriate treatment code analysis, and cost
analysis on a patient by patient basis. This will
create projections with red flag indicators for
on-floor reviews by the clinical reimbursement
specialist. At midnight, when the traditional bed
census is performed, a cash flow analysis and
daily profit and loss statement by patient will
also be performed. This will support clinical
and reimbursement based profiles by case type.
These profiles can be defined into reference
databases for contract reviews, thus dynamically
creating profiles based on historic and changing
treatment patterns. This is especially important
in a capitated environment.

collaborative effort with other healthcare facilities including
physician/clinic practices. We can also market our audit services
to nearby healthcare  institutions, physician medical groups, MSOs,
and PHOs.  Not only will this provide income potential for the audit
service function, but it will also enhance its experience and
expertise. The big 6 CPA firms will find it hard to compete with
this type of in-house proactivity. We must more effectively manage
the use of audit service time, and add value both within and outside
of the traditional healthcare system. We must now think outside the
“audit box”, to the consultant concept role. A faster, more effective
role to facilitate change. Taking a consulting role will also be a
driving professional factor in the future, an added value service. It
is not only important to report exceptions (bayoneting the
wounded), but it will be more important to work with others to
share the process of proper and adequate controls, creating quick
cost effective management communications with the limited
resources available (caring for the wounded). In the capitated
world, cost is of upmost  concern. How to do things with limited

resources and how to do them better and more cost
effectively than your competition are what your
management wants to know.

How can we afford more auditors? We are cutting
staff  being outsourced. The answer is to create an
accountable profit and loss audit center to account
for both tangible and intangible worth. An untapped
resource to supplement this audit effort is to
borrow, “insource”, from the auditee or acquire
needed expertise from another institution or
industry to coordinate a cost effective team
approach.

In the near future, both the telecommunications and
video communications will also facilitate outside
facility auditing practices. This new technology
will create the opportunity for education, training,
and sharing personne - a joint cost effective audit
venture.

This search and identification profile process creates true bench
marking. Any deviations form the established standards should be
scrutinized. This needed information could provide institutions the
ability to identify high cost (loss) risk areas, materials utilized for
services rendered by provider basis and, thus, facilitate the
development strategy for continuous improvement.

The Road to Survival
Proactivity will be the approach in 1996 and beyond for the clinical
auditor and the internal audit function. We should now promote
our audit service expertise, especially with the prospect of being
outsourced. Internal audit function should retaliate and compete
with outsourcing by expanding our services both internally and
externally.

We can utilize our combined audit service expertise as a

Still another untapped personnel resource is to utilize nurses who
are on Worker’s Compensation or unable to perform their original
job duties because of some physical limitation. Training
experienced nurses in clinical reimbursement audit theory and
practice is self-satisfying, rewarding and creates alternate job
opportunities. The clinical reimbursement specialist job
descriptions and duties must be created and offered within an
accommodating work environment suitable to meet the needs and
limitations of the worker. Tools and workstations may have to be
altered to accommodate the work environment. These costs are

small compared to both paying the employee worker’s
compensation and replacing his position, as well as feeding his
frustration in not being able to utilize his prior education and
training in a meaningful way. Additional education and training is
often needed, but is usually part of the vocational training costs
required under worker’s compensation programs today.

Continued on page 12
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The Evolution of the Clinical Reimbursement Specialist
Continuedfrom page 11

Some old time advocates of the internal audit function will shout,
“What about independence?” Traditionally , not getting involved
in operations was an audit directive because one can’t audit oneself.
My response is that we must work together, especially when
survival is at issue. We must not forget our healthcare system’s
mission and strategic imperatives and we must help meet those
goals. Internal audit has always stressed and been interested in
quality. We must be involved in the success of our organization’s
quality endeavors. Internal auditing now can make the optimum
contribution by participating in the design, development,
implementation, and monitoring of the healthcare system --the
foundation of our employment.

The audit service function can add value by being a change agent
to educate and facilitate audits, as well as being a joint problem
solver with others (employee empowerment). During this
education process, the audit function should teach risk assessment
and internal control theories in a positive way. By developing the
knowledge of business exposure and internal control concepts
adequately, the audit function can eventually facilitate the concept
of “self audit” to better identify problems through the objective
analysis process as they occur.

GET INVOLVED! AHIA NEEDS YOU!!
Cal l  AHIA Headqua r t e r s  fo r  de t a i l s  - 202/429-5134.

Process change has an impact on process controls. Thus, the
auditor should verify that changes neither weaken or obliterate the
system of internal controls. This sometimes occurs with proposed
process short cuts. Similarly, redundant controls should not be
implemented, because they are impractical and costly.

For now and in the future, the audit function can be a catalyst of
change. The internal audit’s organizational position, its
independence, and respect, create a natural partner to facilitate
changes.

It is a challenge to be an internal auditor in healthcare delivery
when the operating environment, economics. competition,
technology, politics, social influences, laws, regulations, limited
resources, constant change, interdepartmental conflict, and human
nature are taken into consideration. It is this complexity that makes
effective internal auditing an immense challenge and an immense
value.

Internal auditing has a bright future. Any change in the healthcare
environment should be viewed as an opportunity for the audit
function to adjust, modify and advance itself in the healthcare
profession and industry.

Jerome R. Gardner is Vice President of Audit Services at
INTEGRIS  Health in Oklahoma City, OK.

Many Thanks . . .
AHIA’s  1995 Board of Directors

Lawrence A. Bogusz,  CPA Allen J. Merkley, CPA
Charles P. Eysmann, CPA Anthony Ramsey Wallace
Gary Garbrecht, CPA, CMA Karen L. Rasmussen, CPA
Gary K. Flaming, CPA Jerylyn A. Williams, CPA
Mary Jane M. McCobin, CIA, CISA

Emdovment  Clearina House
New Proqram with The IIA

Through an agreement with The Institute of Internal
Auditors, AHIA members now have free access to The
IIA’s  Employment Referral Service. This service uses a
central data base to match AHIA and IIA job seekers
with position openings nationwide. This should provide
our members with a broader selection of job
opportunities, as well as a more specialized service
geared toward meeting your specific needs and
preferences. The service will also be available to those
organizations interested in posting healtbcare auditing
positions. Although the Employment Referral Service is
handled by The Institute of Internal Auditors, the
appropriate forms are available at AHIA’s  National

AH/A MEMBER SPOTLIGHT

Mary Jane M. McCobin, CIA, CISA
AHIA  National President and Director of Audit

Services at York Health System in York, PA
and

James K. Seaman, CPA, CFE
Associate Director of Internal Audit at University of

Pennsylvania in Philadelphia, PA

are serving on the Program Committee for the
1997 IIA 56th International Conference in

Philadelphia, PA.
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