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Day’s Revenue Cycle Motto:

My patient did not ask to get sick. My patient did not ask to have their bill 
be so high. My patient did not ask for their insurance to pay so little or 

deny their claim. My patient did not ask to have their life disrupted by this 
unexpected illness. How can I help? You are scared and sick. 

Let me be the Patient Financial Navigator!



Hospitals at risk – 300+ rural hospitals at immediate 

risk of closure –have lost $ on patient services with public 

assistance ending (PHE) and are not likely to receive sufficient funds to 

cover the losses.  These hospitals have low reserves and more debt than 

assets. (Center for HealthCare Quality & Payment Reform  7-23)

Stats from AHA 2023

Total hospitals in all US 6129

# of community 

hospitals

5157       84%

Of these, # of nongovt 

not-for-profit com hosp

2978        58%

# of owner investor-

owned, for profit

1235        20%*

# of State & local govt 

community hospital

944          15%

Additional:

# of Fed Govt hospitals

206           3%  

# of nonfed psych hosp 659           11%

Other hospitals      107           2%

By state - sample # at risk of total # hosp

Kansas 29  Of 169  *34 private

Mississippi 25 of 128  *36 private

Oklahoma 24 of 165   *61 private

Alabama 19 of 133   *62 private

California 9  Of 570   *148 private

Iowa 7  Of 145   *5 private

Idaho 2 of 55      *13 private

Nevada 2 of 76      *37 private

As we carefully watch multiple 

small rural hospitals close , 

many are tied to Private for-

profit investor owned.

Communities without a  

hospital – also means 

providers too  & Jobs
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8 year history with Compliance 360/SAI

 AHA survey: 78% of hospitals =payer relationships are 

getting worse. 84% said the cost of complying with payer 

policies is increasing; 95% saw increase in staff time spent 

trying to get prior authorization. 11-22  Win/Lose!
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Commercial and MA are the largest ones current doing this.

Where does it say in their CONTRACT that this is defined?  

How can commercial, WC, & Medicaid contracted payers use Traditional Medicare language when 

these are not Traditional Medicare patients?

 There is no Rule for your Rule – to the payers from the providers…
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Post –discharge, outlier payment, line item audits.  

Commercial, MA, Medicaid Mgt Care. Each payer has their 

own list, their own justification, internal.

 If paid by DRG and an outlier payment is expected, here come the line item audits.  If paid a % of 
billed charges, here come the audits.

 Absolutely a contract issue.  Join other providers.  Strategize.  Charge the payer for sending 
records, make decision to severe contract, etc.    What to expect?  CMS: R&B covers routine nursing.  
Defined?

 Unbundling:  Disallowing any separate nursing charges.  R&B covers all 
nursing inpt uniquely ordered services.  Separately ordered, separate CPT 
coded during obs or inpt not covered.  NO venipuncture, in-room pt specific 
ordered treatments/blood transfusion, ICU/ ventilator daily, drug adm, 
Conscious sedation, assisting provider with procedures/any setting, CPR, 
suctioning.

        Routine:  Surgeries.  Disallowing many unique supplies  to the patient, unique to the unique to surgery charges.  All covered in the per 
procedure/per time charge
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Challenging the payer’s arbitrary decision to disallow a 

separate charge as unbundling from the primary charge.

 Key – Must challenge the ‘routine/not separately billable ‘ item.  The payers are stating 

that the item is part of the service/a routine part and not separately billable.  It is not a 

medically necessary denial; it is an unbundling denial.  How is that defined, payer 

specific?

 Possible confusion with the “N” packaged indicator on CMS’s Addendum B:

    This is a billable service; just not separately payable by Medicare.  Does not apply to  

    Critical Access hospitals who are not paid by APC groupers.

 HOW CAN WE APPEAL:

 Does sending records help?  Are the below items present in the record?  1-3

 Golden rule:  The item is separately billable as it was NON-ROUTINE. 3 step

 If there a unique service/item that was ordered for this unique patient?  (1)

 If there an order from the physician for the service?  (2)

 If there documentation that it was done?  (3)

 Who did the service?  NOTE:  RT doing ventilator care was disallowed.  

 What if nursing does the service plus an OBS hr, an inpt day, an ER level visit, and OR procedure 

charge?  Must clearly outline what its ROUTINE that is included with the above items and why is 

unique to the pt- meeting the 3 elements above!
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ROUTINE VS NON-ROUTINE SUPPLIES

& ROUTINE NURSING

The Medicare Reimbursement Manual defines Routine Services in 2202.6 on 
page 22-7:

 “Inpatient routine services in a hospital or skilled nursing facility generally are 
those services included by the provider in a daily service charge—sometimes referred to 
as the “room and board” charge. Routine services are composed of two broad components: 

(1) general routine services, and (2) special care units (SCU’s), including coronary care 
units (CCU’s) and intensive care units (ICU’s). Included in routine services are the regular 

room, dietary and nursing services, minor medical and surgical supplies, medical social 
services, psychiatric social services, and the use of certain equipment and facilities for 

which a separate charge is not customarily made.

“In recognition of the extraordinary care furnished to intensive care, coronary care, and 
other special care hospital inpatients, the costs of routine services furnished in these 

units are separately determined. If the unit does not meet the definition of a special care 
unit (see § 2202.7), then the cost of such service cannot be included in a separate cost 

center, but must be included in the general routine service cost center. “ (See § 2203.1 for 
further discussion of routine services in an SNF.)
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What are some examples and challenges- NW

• Critical Access Hospital or % of billed 
charges payment
• Did not request records
• Identified by Revenue Code and as an 

outpt, CPT code/UB-04 only.
• Auto denied as ‘unbundled.’
• EX)  Surgery charged for unique supplies 

and implantable.  Had to have an xay due 
to the provider’s need to ensure it was 
placed correctly.

• Payer auto denied all supplies and the 
xray as considered ‘bundled’ –included in 
the charge for the procedure or the pre 
min charge. 

• Traditional Medicare pays CAHs a % of 
charges/allowables for outpt. Many 
commercial & MA plans also do%.  High 
risk for audits.

• DRG hospital:
▪ Did not request records
▪ Identified by Revenue code only as inpt 

ICU claim.  No CPTs.  
▪ Requested itemized statement
▪ (EX)  Used Rev Code/RT and itemized 

statement to disallow all ventilator 
management charges.  Only left the ICU 
R&B rate.

▪ (EX) Bedside procedures that are unique 
to the pt are routinely disallowed as 
‘bundled.’

▪ Focus – Charge outliers, high charge pts
▪ Focus- Any outlier in the contract  

(Neonate, high costs/transplants, cancer 
treatment.)   High risk for audits.
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Super Big Challenge –Charges for unique care

• Bundling ‘assumes’ that all services are similar for all patients.
• Hospitals assign unique charges to align COST TO CHARGE.
• Separately billable services require an order, documentation to support 

separate unique to the pt item/service and charges to cover costs.
• IF the hospital simply states:  we will no longer bill ___ separately, then ALL 

patients receive the SAME amount for the denied Surgery   or   the 
Ventilator for the ICU patient    or   any other ‘identified bundling’ that the 
payer is using…based on their own definition.  (Think ER too)

• EX)  ICU R&B rate.  Historically $1500 per day with add on for unique 
services the pt needs.  Now R&B rate is $2000 per day regardless of what 
unique services the individual pt needs.   VERY WRONG!  No cost to charge 
alignment.
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What to do with line item audits?
Get prepared!

• Some payers are strictly using the itemized statement to 
disallow.  *They have to request them as they are not 
submitted with 837/claims.

• How pt friendly are the descriptors?

• OR levels – have you developed an outline of what is 
covered in each level?  Procedure level vs time – what is 
included, reducing price of multiple procedures. (Set up, 
clean up, routine supplies, all staff in attendance, 
sterilization, preference card items, 02)

• Nursing services – have you developed what is covered in 
R&B rate?  ICU will be different than medical/surgical.  
(Medical:  8 hrs direct pt care, CN A, usage/equipment in 
the room, IV items, cleaning, adm meds.)

• NON ROUTINE: Separately ordered for the pt, specific to 
the patient, usually CPT, documented.

• Assume the payer ‘s team does not know what is 
included in ANY CPT code or how it is used. 

• What is the payer’s definition of routine, unbundling, 
etc?  Need their policy ahead of time to review

• If requesting a full medical record,validate prior 
to sending. If records are sent, charge fee and 
get payment prior to sending. $150 ea

• OR OR OR – require all line- item audits  be done 
onsite. Have a trained nurse /revenue cycle 
internal staff sit with the payer.  Every line item 
is discussed, with the internal staff noting all 
variances.

• This internal control will ensure a) variances are 
known immediately, b) challenges are ready to 
be sent and c) anything need clarified?

• The departments need a way to relieve items, 
count for productivity = all done thru charging. 
Some routine items roll, but others are 
chargeable. 

• Be ready to discontinue contract.  Where does 
it say this is allowed?  Join with others.
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Payer Challenges: It’s All About the Money!

Health Insurance Companies are reporting record profits at the expense of providers.

Average Claim Denial Rate for Large Hospitals

Geographic Region  Denial Rate

Northern Plains   10.58% 

South Central   8.88%

Midwest   7.89%

Southern Plains   7.72% 

Pacific   7.58%

Northeast   7.21%

Mountain   7.18%

Southeast   7.14%     
      

Thanks, Chris Loftin, MS HFMA
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Payers continue to do what providers let 
them do.  Dr Ron Hirsch, RAC Relief   7-23

WHAT CAN A PROVIDER DO WITH THIS BROAD 
RANGING DENIAL RULING – UNBUNDLING? 
APPEAL FOCUS:   Is there an order for this unique service, is it patient specific, is it 
documented as done and is there an accompanying charge to cover the unique 
cost…  We are not appealing the ‘medical necessity of the denial.”  Different type of 
denial that is all about the ‘UNIQUENESS” of the charge that meet the 3 Step Test.
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Thank You for Joining Us in this 

Educational Journey

daylee1@mindspring.com 

208 423 9036

http://arsystemsdayegusquiza.com 

http//pfnfinc.com

DAY EGUSQUIZA
President, & Founder
 AR Systems, Inc. &

Patient Financial Navigator Foundation, Inc.

mailto:daylee1@mindspring.com
http://arsystemsdayegusquiza.com/


BATTLEFIELD
REVENUE CYCLE

Strategies and Tactics to combat Forensic Audits



Chris Loftin
System Director – Regional Business Office
Baptist Memorial Health Care Corporation

Mr. Loftin is the System Director of the Regional Business Office for Baptist Memorial Health Care Corporation, which consists of 14 Acute Care 
Hospitals, 1 Long-Term Acute Care (LTAC) Hospital and 4 Critical Access Hospitals located in Arkansas, Mississippi and Tennessee.  He currently 
directs all hospital billing and follow-up activities for all third party payers within the revenue cycle.
 
Mr. Loftin is a seasoned health care executive with over 27 years of experience in both segments (payer and provider) of the health care industry.  
His specialties include academic (physician and hospital) revenue cycle management, non-profit/faith-based revenue cycle management, critical 
access hospital revenue cycle management, central billing office leadership, government liaison, call center development and management, project 
management, lean healthcare champion, and government and commercial claims adjudication.  

Mr. Loftin received his Bachelor of Science in Business Administration degree at The University of Southern Mississippi in 1995.  He is also trained in 
Advanced Performance Management, Project Management and received his Healthcare Lean Certificate from the Mississippi State University CAVS 
Extension (equivalent to a Six Sigma Black Belt) in 2015.  Mr. Loftin has also been a guest presenter at conferences held by the Centers for Medicare 
and Medicaid Services (CMS), Healthcare Financial Management Association (HFMA) Region 9, Mississippi HFMA, Mississippi Hospital Association 
(MHA), Mississippi Health Information Management Association (MSHIMA), Georgia HFMA and Arkansas HFMA.  Mr. Loftin is the Co-Founder and 
Co-Chair of the MHA Revenue Cycle Roundtable, is a member of the MHA President’s Council and is on the Mississippi HFMA Board of Directors.



The Revenue Cycle Battlefield
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Battlefield Analysis
Forensic Audits

Background

Insurance companies are using cost containment vendors to perform forensic audits (aka itemized bill reviews or line-item audits) prior to fully adjudicating 
claims for the sole purpose of reducing the hospital’s outlier payment. In some cases the insurance company pays nothing up front while in other cases they 
pay the inlier payment but hold up on considering the outlier payment until the audit is finalized.  We first encountered forensic audits over 5 years ago and 
they only involved Medicare Advantage Plans. Since that time we have seen most of the large commercial insurance companies, Medicare Advantage Plans, 
and Medicaid Managed Care plans adopting this cost containment tactic.  

Charge-Based Cost Outlier Contracts versus Day Outlier Contracts

If your hospital or health system has charge-based cost outlier contracts, these type of audits should already be impacting your organization. If your hospital or 
health system has day outlier contracts, your organization should not see these type of audits. 

Common Cost Containment Vendors

➢ CERiS

➢ Equian (owned by Optum/UHC)

➢ MedReview

➢ Humana has an internal team and does not outsource these audits

➢ Zelis



Battlefield Strategy
RAC Monitor Article

Fighting Spurious Forensic Audits
By: Amanda Gilliland, RN, BSN | March 7, 2019

https://racmonitor.medlearn.com/fighting-spurious-forensic-audits/ 

• Here is the scenario: an itemized bill is requested, but not medical records. They run the charges through their software, and voila! They identify many 
charges they find to be not reimbursable. They state that the charges are routine, not billable on an input claim, and unbundled, i.e. they should be included 
in the R&B charge or in an OR or procedure charge.

• The amount of time that an appeal can take is significant, especially since Equian demands to see documentation that the services in question were 
provided, although that is not the basis of their original denial.

• They try to justify these denials by quoting the Medicare Provider Reimbursement Manual, Sec. 2202.6, which very loosely defines inpatient routine services 
as “those services included by the provider in a daily service charge, sometimes referred to as the room and board charge…included in routine services are 
the regular room, dietary and nursing services, minor medical and surgical supplies, medical social services ,(etc.) for which a separate charge is not 
customarily made.” 

• In appealing these denials, I have quite recently provided them with 2004 correspondence from Herb Kuhn, who was Director of the Center for Medicare 
Management, and a 2018 email from Rhonda Jones in the Dallas CMS office, both of which make it clear that Equian is misinterpreting the intent of 2202.6. I 
have not fully resolved any cases as yet. Also, I understand that the “clinical experts” Equian refers escalated issues to are not clinical at all.

• Herb Kuhn: “PRM section 2202.4 provides that a provider’s charges should be related consistently to the cost of the services and uniformly applied 
to all patients, inpatients or outpatients, and that these uniform charges are used in determining Medicare’s payment on the Medicare cost report. 
PRM Section 2203 emphasizes that while Medicare does not dictate a provider’s charge structure, it determines if the charges are appropriate for 
the cost report…Medicare does not dictate a provider’s charge structure or how it itemizes charges but does determine whether charges are 
acceptable for Medicare purposes….we do not see an issue of a hospital’s having a basic ancillary department charge for the room with additional 
charges for other items and services furnished to patients depending on the procedure, as long as the various charges are reasonably and 
consistently related to the coat of the services to which they apply and are uniformly applied (Sections 2202.4 and 2203). This applies to any 
ancillary department.

▪ Rhonda Jones: “Providers are responsible for establishing their own charge structures and should bill third-party payers accordingly. CMS does not 
dictate what is included on a hospital’s itemized statement. However, hospitals are required to follow appropriate uniform billing 
guidelines…hospitals can list services such as surgical instruments, surgery packs, and supplies separately on the itemized statement, but these 
items should be rolled up and reported under the appropriate revenue codes, according to billing guidelines.”

https://racmonitor.medlearn.com/fighting-spurious-forensic-audits/


Battlefield Analysis
Forensic Audits

Example of Cost Containment Vendor Justification



Battlefield Analysis
Forensic Audits

Example of Cost Containment Vendor Justification

The cost containment vendors attempt to use the Centers for Medicare and Medicaid Services 
(CMS) Provider Reimbursement Manual (PRM) language to justify their tactics.

✓ The cost containment vendors claim that this section directs hospitals to include routine supplies and services within the underlying 
daily room or procedure charge.  The language in this section simply states that a room and board or procedure charge is intended to 
encompass a variety of services but does not mandate anything.  

✓ The cost containment vendors claim that this section limits a hospital’s ability to separately charge.  The language in this section 
simply defines Ancillary Services and limits nothing.  The part that the cost containment vendor chooses to exclude reads, “Ancillary 
services may also include other special items and services for which charges are customarily made in addition to a routine service 
charge.”



Battlefield Analysis
Forensic Audits

Example of Cost Containment Vendor Justification

✓ First, your charge to cost ratio is not changing.  Services were rendered 
and your cost has not changed. If you remove charges, the charge to cost 
ratio is going to go up and the payer will end up paying you more anyway.

✓ Second, Section 2203 simply states that providers need to have a charge 
structure that accurately allows for the determination of cost to the 
program and that Medicare is entitled to contest certain charges if they 
determine that they inflate costs to the program. 

✓ Third, Section 2203 gives providers the latitude on creating and 
maintaining a charge structure as long as that charge structure is charged 
consistently to all patients.  Bottom line, section 2203 does not give the 
Insurance Company or their cost containment vendor the authority to 
dictate how a provider’s Charge Description Master (CDM) should be 
maintained.

✓ Finally, Section 1886(d)(5)(A) of the Social Security Act provides for 
Medicare payment to Medicare-participating hospitals in addition to the 
basic prospective payments for cases incurring extraordinarily high costs.  
To qualify for outlier payments, a case must have costs above a fixed-loss 
cost threshold amount.  The regulations governing for operating costs 
under the Inpatient Prospective Payment System (IPPS) are located at 42 
CFR Part 412.  The specific regulations governing payments for outlier 
cases are located at 42 CFR 412.80 through 412.86.  CMS publishes the 
outlier threshold in the annual IPPS Final Rule.



Battlefield Strategy
Forensic Audits – Strategy 1

Consider working with the Insurance Company to modify your contract.
Some Insurance Companies are willing to work with you because they are good business partners 
and prefer not to lose valuable in-network hospitals or health systems.  If this scenario applies, 
you may want to consider doing the following:

 
Tactic 1
Require the Insurance Company to add language to the contract that eliminates internal and external forensic 
audits

or

Tactic 2
Require the Insurance Company to add language to the contract that limits the number of forensic audits

or 

Tactic 3
Require the Insurance Company to reimburse your hospital/health system up-front to offset the potential 
financial impact of forensic audits



Battlefield Strategy
Forensic Audits – Strategy 2

“The Nuclear Option”

Consider terminating your contract with the Insurance Company.

Terminating your contract “The Nuclear Option” is a strategy to consider if forensic audits in conjunction with 
other audits is a significant financial issue for your hospital/health system. Some Insurance Companies may be 
willing to work with your hospital or health system if you even mention this option.

Special Note

If the Insurance Company is a Medicare Advantage plan, you may want to consider this option because out-of-
network plans are required to reimburse your hospital/health system for Part A and Part B services provided to 
Medicare beneficiaries with an amount that is no less than the amount that would be paid under original 
Medicare.  Non-contract providers are required to accept as payment, in full, the amount that the provider could 
collect if the beneficiary were enrolled in original Medicare. 

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/mc86c04.pdf 
https://www.cms.gov/Medicare/Health-Plans/HealthPlansGenInfo/providerpaymentdisputeresolution 
https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Downloads/OONPayments.pdf 

https://www.cms.gov/Medicare/Health-Plans/HealthPlansGenInfo/providerpaymentdisputeresolution
https://www.cms.gov/Medicare/Health-Plans/HealthPlansGenInfo/providerpaymentdisputeresolution
https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Downloads/OONPayments.pdf


Battlefield Strategy
Forensic Audits – Strategy 3

Consider implementing proactive processes to prevent the audits.

Implementing proactive processes will require utilizing internal resources with expertise in determining 
how best to combine the applicable charges.  For example: You may be currently billing saline under 
revenue code 258 and the auditor is indicating that you can not bill it separately.  You may want to 
consider working with the Pharmacy in your facility to include the saline cost as part of the drug cost when 
the charge is routed to your financial management system. 

✓ Identify the Insurance Companies conducting forensic audits;

✓ Pinpoint the charges they are routinely including in their audit findings; and 

✓ Develop internal processes to combine the auditable charges. 



Battlefield Strategy
Forensic Audits – Strategy 4

Consider developing letter templates and tactics to dispute the forensic audits 
Although it is admirable to consider fighting forensic audits, you will most likely end up losing your 
disputes.  After all, your fighting judgements already made by the same company.  If you decide to fight, 
listed below are things to consider.

✓ Use language from your hospital’s Provider Participation Agreement 

✓ Use language from Medicare Law
➢ Section 1886(d)(5)(A) of the Social Security Act provides for Medicare payment to Medicare 

participating hospitals in addition to the basic prospective payments for cases incurring 
extraordinarily high costs. 

➢ The Centers for Medicaid and Medicaid Services (CMS) Provider Reimbursement Manual (PRM) 
gives providers the latitude on creating and maintaining a charge structure as long as the charge 
structure is charged consistently to all patients.  The PRM does not mandate or give the MA 
Plan the authority to dictate how a provider’s Charge Description Master (CDM) should be 
maintained.

✓ Use language from the Medicare Managed Care Manual (if a Part C plan)
➢ MA organizations are required to pay “Clean Claims” within 30 days of receipt;
➢ Otherwise, the MA organization must pay interest on claims that are not paid in a timely 

manner.



BATTLEFIELD
REVENUE CYCLE

Questions?
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