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Revenue Cycle Model

The revenue cycle begins and ends with the patient. Financial Management is

integrated in all areas of the revenue cycle operations, before and after services
are provided.

= Scheduling
= Authorization for services

Access = |nsurance verification
Management

\-:OS collections

= Accurate charges for services provided
Payer Contract Performance

A ls. denial trend P Charge = Non-covered services
eals, denial trends _ _ o
ppeass. Mai tayer Capture/ = Coding to highest level of specificity
Negotiations aintenance af . .

Coding = Clinical documentation

= Accurate / supported services billed

= Medicare Cost Reporting
= Month-end AR reporting
= Budget/Forecasting

= Billing correct payer(s)

= Billing editor
Billing .

/Denial trends

= Qutstanding AR, by payer
= Patient cost share

= Understanding contract provisions
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Analysis

Medical necessity screening
= Supporting documentation

Collections




Functional Areas within the Revenue Cycle
The Revenue Cycle represents all administrative and clinical functions that

contribute to the capture, management, and collection of patient service revenue.

Patient Access HIM & Charge

Capture

Scheduling Charge Capture

Pre-Registration Charge
Reconciliation

Insurance

Verification Strategic Pricing

Authorizations HIM

Registration o
Clinical

Documentation

Financial Improvement

Counseling
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Contract
Management

Contractterms
d rates
Contract

management

system
maintenance

Contract
modeling and
performance

Billing

Bill Holds

Bill edits and
bridgeroutines

Coding

Vendor Management

Collections

A/R Follow-Up

Workflow
automation

Transaction/
Cash Posting

Underpayments

Key Performance Metrics / Performance Metrics

Customer
Relations

Customer Service

Correspondence

Quality
Assurance
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Question #1

What function is not a core part of revenue cycle operations within a healthcare
provider organization?

AR Management

HIM Coding

Patient Access

Clinical Risk Management
Charge Capture

a0 bhPE
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Sample Patient Journey Map

There are many revenue cycle touch points along the patient journey including pre-
service and post service touch points. The revenue cycle is key influencer on a
patient’s experience.

Utilizethe
waiting
areas
amenities
and café
Be admitted
toED/
hospital
Financial
Counseling/
POS
Collections Dl
options and
create
treatmentplan
with physician
Receive
HCAHPS
patient
experience
survey

Ask/
Receive
updateon
wait time

Spend
waiting time
with family /

friends

Interact with
waiting
environment,
(staff, facility)

<---- Stage 4: Waiting

Receive
treatment
andreceive
medications

Share
experience
with family /

friends
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. Ask friends/
D?nc;%?ct;at family about
jntervention eXpe\,Uifr? e
Isnecessary providerS
Stage 1: Research
PR Stage 3: Check-in
Transport

Learn oftime
and care
expectations

Complete
registration

Stage 5: In Treatment -—---= >

Utilizethe
treatment
areas
amenities
and café

Patient pays
or bad
debt/collectio
ns

Orderfood
from
customized
menu/meal
planning

<_

Patient
interactswith
provider
customer
service

Receive and
interact with
visitors

Receive
notification
fordischarge

and arrive at

hospital

Stage 6: Discharge

Check out

__________ Stage 7: Post-visit

Pay billsvia

mail, online

services, or
phone

Patient
receives bill
from provider

Patient
receives
EOBfrom
Insurance

Review
websites of
local medical
facilities

Discuss /pay

financial
obligations

Discharged/
Sent home
or
transferredto
another
facility

Receives
notification
from provider
that
insurance
was billed

Review
industry
ratings

Consider if
facility offers
expanded
clinic hours

Check
hospital
website / get
information

Schedulean
appointment
and provide
necessary
information

Stage 2:
Pre-Visit
-

Exitthe
facility

Go home 7

Insurance
billed on
behalf of

patient
Contact
physician /
nurse for
questions&
follow up
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Revenue Cycle Performance — Technical KPIs

Patient Access

The table below represents a scorecard for revenue key performance indicators
(KPIs) in the evaluation of a hospital's Revenue Cycle. KPIl's are compared to
iIndustry leading practice performance.

. o Hospital
Sub-Category Performance Metric Description P
Benchmark
Scheduling Call Abandonment Rate Percentage of calls that disconnected beforebeing <29,
answered
Scheduling Pre Registration % The perce_n_tage of sch_eduled patients pre-registered 100%
before arriving for services.
Pre-registration/Pre-certification Insurance Verification Rate ngrall insurance verification rate of scheduled/pre- 298%
registered patients
Pre-registration/Pre-certification POS Collections % POS Cash Collected as % of NPSR >2%
0 i i . .
Financial Counseling Financial Assistance 6 of non- or under- funded patients beingscreened 298%

for financial assistance

Note: Industry leading practice benchmarks are based on a combination of PwC's Revenue Cycle Consortium, HFMA,
MGMA, & HARA data.
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Revenue Cycle Performance — Technical KPIs
HIM & Charge Capture

The table below represent a scorecard for revenue key performance indicators in
the evaluation of a hospital's Revenue Cycle. KPI's are compared to industry
leading practice performance.

Hospital
Benchmark

Sub-Category Performance Metric Description

Physician documentation completion delinquency

. . <o
Health Information Management (HIM) CDI Queries greater than 30 days <5%
Health Information Management (HIM) Chart Acquisition Lag Average chart acquisition lag from physicianrequest <90 minutes
Charge Entry Late Charges % Late Charges as % of Gross Revenue <2%
Charge Entry Missing Charge % Total % of total visits with missing (no) charges <1%

Note: Industry leading practice benchmarks are based on a combination of PwC's Revenue Cycle Consortium, HFMA,
MGMA, & HARA data.
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Revenue Cycle Performance — Technical KPIs
Billing
The table below represent a scorecard for revenue key performance indicators in

the evaluation of a hospital's Revenue Cycle. KPI's are compared to industry
leading practice performance.

. .. Hospital
Sub-Category Performance Metric Description P
Benchmark
Billing/Claim Submission Charge Lag Days Charge lag days from date of service/discharge and <3 Days
receipt chart date

Days in Total Discharged .
Billing/Claim Submission Not Submitted to Payer 'IF;otaI DNSP Gross Revenue / Average Daily Gross <2% A/R days

(DNSP) evenue

Volume of claims requiring no manual intervention/

Billing/Claim Submission Clean Claim Rate The total volume of claims accepted into claims 85%>
scrubber or clearinghouse

Discharge Not Final Billed  Total DNFB Gross Revenue / Average Daily Gross

(DNFB) Revenue <4 AR days

Billing/Claim Submission

Note: Industry leading practice benchmarks are based on a combination of PwC's Revenue Cycle Consortium, HFMA,
MGMA, & HARA data.
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Revenue Cycle Performance — Technical KPIs
Collections

Sub-Category

Third Party

Third Party

Third Party
Third Party
Third Party
Cashiering

Denials
Denials

Denials

Denials
Denials

Collection

Management

Management

Performance Metric

Percentage of total accounts
receivable > 180 Days

Percentage of total accounts
receivable > 365 Days

Percentage of total accounts
receivable > 90 Days

Cash Collection %
Charity Write Off %

Days in Credit

Denial Overturn Rate
Initial Denial Rate

Initial Denial Rate—Partial
Pay

Net Denial Write Offs

Underpayments Additional
Collection Rate

Bad Debt %

Cost to Collect

Gross Days in AIR

Description

Billed AR>180 days / Total Billed AR

Billed AR>365 days / Total Billed AR

Billed AR>90 days / Total Billed AR

Cash collections as % of net revenue
Charity write offs as % of gross revenue

Average number of days the hospital takes to issue a
credit on applicable accounts.

Percentage collected on denied accounts
Initial denials as a percentage of gross revenue

Initial denials (partial payment) as a percentage of
gross revenue

Net denials write offs as a % of NPSR

The percentage of accounts where the payment
received is less than the anticipated amount based on
the contracted agreement.

Bad debt as a % of gross revenue

Revenue Cycle Operational Cost/ Total NPSR %
collected

Total patient accounts receivable balance / Average
daily gross patient revenue

Hospital
Benchmark

<5%

<2%

<20%

2100%

<2%
<2 Days

>80%
<5%

<5%

<1.5%
212%

<2%

<2%

<50

Note: Industry leading practice benchmarks are based on a combination of PwC's Revenue Cycle Consortium, HFMA,
MGMA, & HARA data.
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Question #2

What is the definition of a technical KPI for revenue cycle?

1. Industry standard benchmarks used to measure operational performance and
throughput across functions

2. Clinical standards of care measures to promote patient safety and care
guality

3. Patient population measures detailing provider- or community-level efficiency,
socioeconomic, racial, and ethnic disparities, and coordination of care

November 13, 2020
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The Revenue Cycle from 30,000 feet

Provider
Enrollment ( /
Fix/Re-
L submit J

Registration/ )
Financial Deny / Post (
Clearance Pend J L
Coding/Charge | _ o | Patient
Capture ayer Payment

J
J
J
J

g A o ot | Patient | Bad
Pre-Billing y Balance Debt
. W,
e N { Second J
. a Payer HSN
Billing —[ (Free Care)
. J
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Provider Enrollment

Provider
Enrollment

J

s

.

Registration/
Financial
Clearance

.

( )
Coding/Charge

Capture

Pre-Billing

Billing

f

L

Fix/Re-
submit

( )

Deny/
Pend

-[ Payer }_
Co =)

o)

n

Patient ]

Write Off

. J

{ ) N\
Patient

| Payment |

Bad

Balance J

Second
Payer

)

s Provider Enrollment

» All providers must be enrolled (credentialed) with third party payers in
order to be reimbursed

Debt

( R

HSN

(Free Care)
. J

Revenue Cycle Management and Revenue Calculations
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Registration/Financial Clearance

Provider
Enrollment

[ Fix/Re- }

L submit

[ Patient ]

Balance J

4 Registration/
Financial Deny / Post 1
Y Clearance | Pend J
[ Coding/Charge | I
oding/Charge | _
Capture [ Payer
\. J
é N
Pre-Billing Pay Post O
\ J
r ) Second
Billing — Payer
\ J

Registration/Financial Clearance

( i N
Write
Off
\_ )
( ) N
Patient
| Payment |
( N
Bad
Debt
( N
HSN

(Free Care)
\ J

* Involves confirming eligibility with health plan, ensuring
authorizations/referrals are obtained, providing financial counseling and
obtaining payment up front

Revenue Cycle Management and Revenue Calculations
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Registration Process/Financial Clearance
High Performing Hospitals

Self Check-In
Kiosks
Electronic
Signature
Capture
Leading
Practice
Wireless
Bedside

Registration

Revenue Cycle Management and Revenue Calculations
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SMART Cards

Document
Imagining

Financial Clearance —

Most critical set of processesin
the Revenue Cycle

If financial clearance is notdone
well, the likelihood of proper
reimbursement decreases
Financial Clearance consists of
registration, notification, referrals
and prior authorization
Providers use real-time eligibility
tools, such as NEHEN, the New
England Healthcare Exchange
Network

Financial counselors accessa
patient’s liability as well as his
propensity to pay and link a
patient to available funding
sources

November 13, 2020
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Registration Process/Financial Clearance

Registration

Notification

Referrals

Prior Authorization

Revenue Cycle Management and Revenue Calculations
PwC

Registration — The first step in the Revenue Cycle, a
patient registers with a provider; his/her demographic
information, as well as third party payer data, is
recorded and verified.

Notification — Many payers require notification of an
inpatient admission within a specified time period (e.g.,
two business days). Failure to notify may result innon-
payment.

Referrals — Depending upon a patient’s plan, referrals
from a primary care provider (PCP) to a specialty
provider or for a particular service from may be
required.

Prior Authorization — Similar to referrals, payers may
require prior authorization for healthcare services
including same day surgery, inpatient stays, and
certain medications.

November 13, 20.
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Question #3

Which of the following is a core process of patient access?

Confirming patient eligibility with health plan / payer

Ensuring authorizations / referrals are obtained / approved
Providing patient financial counseling regarding claim payment
Obtaining patient point of service collections

All the above

a0 bhPE
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Coding/Charge Capture

Provider
Enrollment

s

\.

Registration/
Financial
Clearance

J

.

l

P
Coding/Charge

(

L

Fix/Re-
submit

( )

Pend

[ Deny /

(o )

Write Off

. J

4 i Y
Patient

| Payment |

Bad

Capture
g A P Post | Patient 1
Pre-BiIIing ay 0S Balance J
L J
r \ [ Second ]
Billing — Payer

Coding/Charge Capture

Debt

( )

HSN

(Free Care)
. J

» Charge capture is the intersection of clinical practice and the billing of
services.

Revenue Cycle Management and Revenue Calculations

PwC
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Coding

All services are coded by a certified hospital coder

Coding for Inpatient Admissions

« Each admission is assigned a DRG (Diagnosis Related Grouper) based
upon the following:

Admitting diagnosis

Principal diagnosis

Secondary diagnosis(es)

Comorbidities

Complication(s)

Principal procedure

Secondary procedure(s)

VVVVYYY

Coding for Outpatient Services
« Each visit has associated CPT/HCPCS codes, as well as diagnosis codes

If a procedure/service is not documented, IT DID NOT HAPPEN!

Revenue Cycle Management and Revenue Calculations November 13, 2020
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Charge Capture

E DEmerfenqi ider: b Document Care
epartment, rovider: Do .. dailv progress
.9 Ambulatory/ 3 Registration [  ~SSessmentby need to admit »  Provide Care (e ydp & Discharge patient +—
F=} . . provider . . notes, orders, etc.)
8 Outpatient Service his patient?
-54 Interfacility Transfer
o
v ¥ } -
¥
. . ] '
Provider to write Document Care A (el"{ \
5 admission order for . (e.g. daily progress <ch . Tl
= patient Provide Care notes, orders, etc.) Discharge Patient | —
©
S — —
= - // /

Patient Perspective

Data Perspective

Charge Can charge pass
[} v Capture without review?
o
>
(®] Discharge Summary
e by Provider »  Medical Record
5 v
S T
o
cDI > HIM Coding P  Business Office
Submission
Revenue Cycle Management and Revenue Calculations November 13, 2020
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Charge Capture
Documentation and Coding

« Clinical documentation has a significant impact on coding and ultimately,
reimbursement for services provided to the patient. Clinical documentation
directly impacts the following:

v" Regulatory compliance — JCAHO, CMS, Medicare Conditions of
Participation and OIG.

v Hospital Case Mix index — Medicare Cost Report.

v' Reimbursement for services provide — coding service to the highest level
of specificity.

v" A/R days — as a result of waiting for response from physician queries.

v' Research and outcomes data

Clinical :

Revenue Cycle Management and Revenue Calculations November 13, 2020
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Question #4

Which of the following is not a type of service code on a patient claim?

CPT
DRG
ICD-10
API
Modifier

a0 bhPE
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Pre-Billing Function

Provider
Enrollment )

( )

Registration/
Financial
L Clearance )

Deny/
[ Pend I_l Post

)

[ Fix/Re- }

| submit

)

( N\
Coding/Charge

Capture

\.

(o

-

o

[ Billing

Pre-Billing J

o H o

~

f Patient |

.

Write
Off

J

.

—Patent )

Paymen

i J

J

| Balance |

[

Second
Payer

}

sl  Pre-Billing

* Involves claim editing to ensure compliance with payer regulations and
standard billing practices.

Bad
Debt

__[

HSN
(Free Care)

Revenue Cycle Management and Revenue Calculations
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Billing Process

Provider
Enroliment | [ Fix/Re-
| submit
[ Registration/ ) e :
Financial Deny/ Post ] Write
__ Clearance J Pend J . off |
[ Coding/Charge | l |
oding arge N Pavmen
. Capture ) [ Payer . yf )
g A | f Patient | [ Bad |
Pre-Billing [ Pay J-[ Post ) | Balance | Debt
c [ Second }
illi Payer HSN
9 Eillgo J _—{ (Free Care) ]

Billing

 Claims are sent electronically to payers, with some exceptions (e.g.,
medical record required, implant invoice required)

Revenue Cycle Management and Revenue Calculations
PwC
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Claim Generation and Billing

A claim is generated by the patient accounting system only after it meets all of
the criteria to bill.

When a claim is generated, the following processes and activities occur:

Claims are generated and a print image file is created
Final bill date is populated in the system

Print image file is imported into a bolt-on billing editor

Claims are edited against CCIl,OCE, LMRP, and specific payor edits

Clean claim pass rate is measured

Billable claims are transmitted to payors via EDI and mail

Failed claims are reworked and corrected prior to transmission to the payor

Claims are tracked via EDI transmission, acceptance, and rejection reports

Revenue Cycle Management and Revenue Calculations November 13, 2020
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Question #5

Which is the proper sequence for claims generation and submission?

1. Claims edit, Claims are transmitted to payers, Claims generation, EDI
rejection correction

2. Claims generation, EDI rejection correction, Claims edit, Claims are
transmitted to payers

3. Claims edit, EDI rejection correction, Claims are transmitted to payers,
Claims generation

4. Claims generation, Claims edit, Claims are transmitted to payers, EDI
rejection correction

Revenue Cycle Management and Revenue Calculations November 13, 2020
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Adjudicating the claim...

Provider
Enrollment

Registration/
Financial
L Clearance

[ Fix/Re- }

L submit

Write

Deny / 1
Pend '[ Post J

-
Coding/Charge

-{ Payer J—

L

Off

r : N
Patient

. PaymentJ

Bad

[ Patient ]

J

Capture
. J
( )
Pre-Billing Pay —| Post —
. J
r 2 [ Second
Billing Payer

Balance J

Some Reasons Why Payers Deny Claims

Debt

( R

HSN

(Free Care)
. J

 Payers can deny claims for many reasons including: ineligible patient, no
referral obtained, unauthorized service, medical necessity, coordination
of benefits (i.e., another payer is responsible)

Revenue Cycle Management and Revenue Calculations

PwC

November 13, 2020
27



Denials and Appeals — Overview
Roles and Responsibilities

v Develop and provide oversight to the denial work group which includes key
stakeholders from other departments (i.e. Access Management, Health
Information Management, Case Management)

v" Actively monitor denied claims through system-wide denial reporting
structure and communication

v" ldentify and communicate trends and issues regarding clinical or
administrative denials to revenue cycle leadership and/or the root cause

department

B Types of Payer Denials:

« Hard Denial: These denials occur when the payer has denied payment
(either for the full claim or by line-item; i.e. Technical or Clinical Denials)

« Soft Denial: These denials occur when the payer will not pay a claim
until the patient or hospital submits additional information to process the

claim (i.e. Rejections)

November 13, 2020
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After the initial denial...

Provider
Enroliment Fix/Re-
_ submit
[ Registration/ ) :
Financial Deny/ Post ] Write
L Clearance y Pend J L Off .
( ) ( . Y
Coding/Charge _{ Payer l Patient
| Capture | | Payment |
g A Patient ] Bad
Pre-Billing [ Pay ]-[ Post I _{ Balance | Debt
- 1 [ Second } r - D
" HSN
Billing — Payer
L ) | . (Free Care) )

Much effort in the back-end is spent working

denials

» Back-end revenue cycle staff spend time contacting patients for
additional information; confirming primary payer; working with clinical

staff for support to appeal denial/rebill claim; and contacting health plans

Revenue Cycle Management and Revenue Calculations
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Denial Management — Root Cause Analysis
Denials typically originate in the following departments:

Sample Hospital:

Case Other
Management 204 Business Office
27% 41%

/

Patient Access

2% Medical Records

6%

Case Management —

* Clinical / Concurrent Review

 Authorized Days

» Authorized Service

* Level of Care (Inpatient vs.
Observation)

Revenue Cycle Management and Revenue Calculations
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Business Office —

 Duplicate claim

» Passed timely filing deadline

* Incomplete billing attachments
* Provider name/number

Medical Records —

* Principal diagnosis/HCPCS
Codes

* OCE/CCI edits

Patient Access —

 Authorization conflict

* No benefits allowed

 Other insurance is primary

» Subscriber not on file/invalid
member #

* Ineligible

» Awaiting pre-authorization

* Notification not provided

November 13, 2020
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Question #6

Which is the difference between a hard and a soft denial?

1. Hard denials relate to payer denial of payment for technical or clinical reason
and soft denials relate to payer not paying due to request for information to
process claim

2. Hard denials relate to immediate payer denials and soft denials related to
longer term payer denials

3. Hard denials relate to payer denials as patient not satisfied with total services
received and soft denials relate to payer denials as patient not satisfied with a
portion of services received

Revenue Cycle Management and Revenue Calculations November 13, 2020
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Patient Responsibility...

Provider
Enrollment

Registration/
Financial
Clearance )

\.

(

Deny /
Pend

H s

L

Fix/Re-
submit

)
J

Coding/Charge
Capture

-{ Payer }—

|
(o}

Two types of Patient Balances: “True” Self Pay

= )

i

Patient
Balance

Second
Payer

J

(uninsured) and Balances after Insurance

« Patients receive a number of statements, while the provider determines

the patients’ propensity to pay

J_

{Write Off }
| Patient
Payment
. Bad
Debt
HSN
(Free Care)
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Charity Care vs. Bad Debt

Providers often face the reality that a patient’s medical bills can be the lowest
priority for that patient. Depending upon the patient’s financial status, the provider
may treat the patient’s inability or unwillingness to pay differently

- Inability to pay /uninsured or - Patient liability

underinsured - Unpaid after collection

- Meets provider guidelines, activity
which may be governed by
local and/or state requirements

Charity Care

- Treated as an expense

- Increasing with the rise in

- Can have varying financial high deductible plans

levels
- Community benefit

- Can be prospective or
retrospective

19=d ped

Note: Providers can claim Bad Debt for Medicare beneficiaries and may be reimbursed
under the Medicare Program, when all guidelines have been appropriately conducted

Revenue Cycle Management and Revenue Calculations
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Technology Advancements Across

the Revenue Cycle

Several technology advancements are driving hospitals’ abilities to provide patient
estimates, increase patient satisfaction, and reduce bad debt

Patient

information, and insurance benefits to generate

\ Utilizes payer contracts, expected procedure / stay
estimated out-of-pocket liabilities for patients

Identifies patients who qualify for

Estimates
financial assistance in real-time
module that allows o
or who have more likelihood to

pat_lents torunan pay to help prioritize high-risk
estlme_lte hemselves for accounts and connect patients,
specific tests / procedures Technology who quality with programs
Components
Notice of Automated . .
Sends NOA messages to Admission (NOA) Eligibility AI'_Jt_Obf_"'I_?t’Ci/r/]y r Ulﬁ rﬁ)al;{ents
the payer upon admiss_ion to 1.'« gflglcr:é:éuelilnge;?d / (()ar ime
the facility via automation + Authorization & J hroush batoh aroceesing
Retrieval /
Submissions

»)

Provides a patient-facing

H

Pings payer websites to find authorization
information and allows for authorization
submissions to be completed within the tool

Revenue Cycle Management and Revenue Calculations November 13, 2020
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Benefits of an
analytical and
diagnostic view of
revenue health and
revenue cycle
processes

4l

Identification of market
growth opportunities

&

Perspective on
reimbursement issues
and opportunities

B

Visibility into managed
care payment
opportunities compared
to markets

A

< non

Understanding of which
service lines are most
impactful

Better insights into areas
with bottom line impact to
inform focus

November 13, 2020
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Results of an Effective Revenue Cycle

= |mproved Financial Performance

©)

Higher rate of clean claims that are
submitted and billed

Improved collection efforts due to
complete and accurate patient
demographic and insurance
information

Reduction in bad debt and denials
Reductions in variable costs

Increased cash flow from patient
services

= |ncreased Patient Satisfaction

* |ncreased accountability with clear roles
and responsibilities

Revenue Cycle Management and Revenue Calculations
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Satisfied
Employees

Patient
Satisfaction

Improved
Financial
Performance
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Thank you!
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