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MANAGED CARE  AUDITING

Does your hospital have someone reviewing the EOBs of
Managed Care Patient Accounts for correct payment? Is that per-
son you? If not, why isn’t it you? Our industry was based on
reviewing medical records with itemized patient bills. So, doesn’t
it make sense to take that knowledge, expand upon it and once
again have the ability to make a significant impact on the hospital’s
revenue? With additional skills, the medical auditor can bring to
the business office someone who already is very familiar with the
chargemaster, medical record, and billing practices. The medical
auditor can apply that experience to reviewing the managed care
contracts for compliance.

First, we must have an understanding of managed care
contract language. This can be accomplished in various ways -
through courses, seminars, books, and “on the job training.” (It’s
the author’s opinion that every avenue should be pursued.) Get
recommendations from the managed care personnel by explaining
what you want to accomplish.

“Carve outs” is not a surgical term for liposuction and
“stop losses” has nothing to do with gambling! They both may
play a very important role in determining if the hospital has re-
ceived the correct reimbursement per the negotiated contract. They
have not been a part of our medical vocabulary, but then again,
neither were overcharges and undercharges when we started au-
diting.

Simply put, curve outs are medical services that are
“carved out” of the basic benefit arrangement and contracted for
separately. One example is the hip implant that is usually paid for
based on cost, over and above the reimbursement received for the
other charges on the bill. Certain diseases or surgical procedures
may also be carved out of the contract. Stop loss is a form protec-
tion for medical expenses above a certain limit. Your hospital for
example, could contract a per diem fee on hospital bills under
$20,000.00,  then, any amount over that is reimbursed at 80 per-
cent of expenses.

Contract reimbursement arrangements may include any
of the following:
l Straight or sliding scale discount on charges

l DRG related charges

Note: Due to postal problems, many people did not receive
thier last issue of New Perspectives in time to respond to the
Medical Auditors Survey. We apologize for the delay and have
extended the deadline to April 25. We hope that you will take
time to jill out the survey located on page 4 of the January
issue. Mail it to: Danelle Kelly, RN, II 7 Mendon Lane,
Schaumburg, IL 60193-1033.

l Per diem - straight or sliding scale charges

. Case rates and package pricing

l Capitation
Often, certain admissions such as maternity or neonatal

ICU will have different rates within the same pricing format.
For various reasons, your hospital may not have had the

ability to review each bill with its EOB and the contract. Software
packages are available to assist with this process but they must be
upgraded with all contract changes. When managed care con-
tracts were first being negotiated, hospitals had a tendency to al-
low any and all of them - a reactive approach. Consequently, if
there were 75 contracts, there was a good chance they were all

proach by standardizing the terms among all contracts. Carve
outs are probably included on all contracts - it is just a matter of
determining what they are. The same applies for stop losses -
only the amount may vary. Instead of 75 different contracts, your
hospital may now standardize 25.

Can your software identify by ICD 9CM the surgical cases
with implants? Do you have the ability to review the charges on
the computer before and after discharge? These computer gener-
ated tasks can make your review mush easier.

It is not my intention to make this a “how to” article, but
to attract your interest in this area. The recent AHIA conference
in Atlanta offered some very good sessions on Managed Care that
also covered auditing. If you are presently providing this service
to your facility, let us know what your experiences have been. My
e-mail address is DKelly117 @aol.com; Fax number: (847) 985-
6081, Telephone (847) 985-6069.
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