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  Grassley solicits proposals 
for charity care guidelines 
  by Catherine Hubbard, M.A., Contributing Editor  
 While federal charit y care legislation is not anticipated in the near future, ac-
cording to Senate Finance Committee Chairman Charles Grassley (R-Iowa), the 
committee met on Wednesday, September 13, 2006, to discuss legislative options 
and hear testimony.  

  Legislation proposals.  Many of those present at the hearing discussed the 
Catholic Health Association’s guidelines for charit y care hospitals. The guide-
lines recommend that bad debt and the Medicare short fall not be counted as 
part of communit y benefi t. Sister Carol Keehan, chief executive offi cer of the 
association, said its model also lays out what activities a hospital can consider 
charit y care. “Communities deserve to know what those costs are,” she said. 
Grassley said the Catholic Health Association model could be used as a start-
ing point for legislation. 

 Nancy Kane, a professor of health management at the Harvard School of Public 
Health, department of health policy and management, Boston, Massachusetts, said 
“[T]here needs to be a higher standard for charitable exemption.” She advocated 
requiring increased reporting and transparency to the Internal Revenue Service 
(IRS), increased communication to the communit y, and requiring that hospitals 
partner with communit y groups. “Right now we have no measurable requirement” 
in exchange for the tax breaks, Grassley said.  

 Sen. Max Baucus (D- Mont.) noted that the IRS looks for a “plus factor” in 
addition to a hospital policy of open admittance, so, for example, a tax-exempt 
hospital also must have a charit y care, medical research, or health education 
program. The IRS has not made clear how much of this a hospital has to do, 
he said, noting that some health care providers have taken advantage of these 
“loose standards.” 

 Kevin Lofton, chair-elect of the American Hospital Association (AHA), Washing-
ton, D.C., said that uniform reporting would allow people to measure and compare 
what the charit y care nonprofi t hospitals provide. “Uniform reporting is where we 
need to go,” he said. He added that the Catholic Health Association’s model and 
guidelines developed by the AHA are similar. 

  Executive compensation.  In addition to charit y care and tax exempt hos-
pitals, Baucus asked the panel whether some hospital executives are overpaid or 
receive too many perks. Lofton said the IRS Form 990 needs to be structured 
so that they look at total compensation. Kane suggested a separate Form 990 for 
charit y hospitals. “The IRS is a great place to start,” but state attorneys general 
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and private sector organizations also 
should take part in helping to improve 
qualit y, she said .

 According to Grassley, Finance Com-
mittee staff are expected to develop a 

discussion paper that will outline the 
different legislative options. He expects 
the proposal to be developed in con-
sultation with minorit y staff and input 
f rom stakeholders. Baucus st ressed 

that he would like to work with the 
administration on a way to improve 
charit y care and reduce the number of 
uninsured.  ■
  CCH Washington Bureau, Sept. 13, 2006.   

Trends

  Prepare now for pay 
for performance, 
expert cautions 
  by Catherine Hubbard, M.A., 
Contributing Editor  

 Health care organizations should prepare 
for pay-for-performance initiatives now by 
improving how they measure quality and 
outcomes, David Hammer, a vice president 
at McKesson Provider Technologies, Fort 
Lauderdale, Florida, said during a Septem-
ber 6, 2006, Healthcare Financial Manage-
ment Association audio webcast. 

  Trends toward pay for perfor-
mance.  “The government is now keep-
ing score of our clinical results,” Hammer 
said noting the administration is moving 
aggressively to introduce pay for perfor-
mance to its reimbursement systems.  

 CMS outgoing administrator Mark 
McClellan has set a goal of t ying up to 
30 percent of Medicare payments to qual-
it y within the next 10 years, a goal the 
administration will likely hold to after 
McClellan departs. In addition, CMS 
has a demonstration project linking pay 
with qualit y, Hammer explained. 

 Private payors also are moving toward pay 
for performance. One payor has stopped 
paying for serious medical mistakes, such 
as when surgery is provided on the wrong 
side of the body or a foreign object is left 
in the body afterward, he noted. 

 Hammer suggested that organizations 
get started on their own before pay for 
performance is imposed on them. “Pay 
for performance initiatives will continue 
to accelerate, and proliferate, over time,” 
he said. 

  Pay for performance tools.  Ham-
mer discussed some tools that can be 
used to make the adjustment to pay for 
performance. For instance, he said that 
key performance indicators can be used 
to help organizations understand how it 

is performing and to affect changes. Per-
formance indicators can be used to: 

   view a snapshot of performance at an 
individual, group, department, hospi-
tal, or regional level; 
   assess the current situation and deter-
mine the root causes of identifi ed prob-
lem areas; set goals, expectations, and 
fi nancial incentives for any individual, 
group, or enterprise; and 
   trend the performance of the selected in-
dividual, group, or enterprise over time.   
 Hammer stated that trending factors 

over time will provide better direction 
than one-time indicators.  

  Measuring outcomes.  Organiza-
tions also should automate and support 
patient-facing workfl ow and measure and 
improve outcomes, said Hammer. Out-
comes measurement should include the 
organization’s performance in the area 
of health status, patient satisfaction, cost 
and utilization analysis, clinical results 
analysis and the level of resource commit-
ment. “Do not limit yourself to a reactive 
approach to outside infl uences—establish 
your own qualit y and outcomes goals and 
measures,” he emphasized. 

 At both patient and aggregate levels, 
initiatives will require data collection, 
retrieval and reporting, Hammer said. 
“Clinical information systems will be-
come an economic necessit y as the abilit y 
to collect, retrieve, and report process 
and outcomes data increases,” he said. 

  Consumer-directed health care.  
Hammer pointed out that the administra-
tion supports consumer-directed health 
care, which could lead consumers to de-
mand increased transparency. Research 
shows that patients want to know more 
about how providers are paid and are 
now more likely to initiate negotiations 
to lower prices than in the past. 

 To foster consumer-directed health 
care, President Bush has called for es-
tablishing tax-favored health savings ac-

counts, which have potential pluses and 
minuses for health care organizations, 
Hammer said. While the accounts can 
lead to higher profi ts and improved cash 
fl ow in the near term, once the funds are 

continued on page 3
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depleted, health care organizations might 
experience more bad debt. The accounts 
also might lead to growing pressure to 
publicly disclose prices and details of 
reimbursement, he added. Consumer-
directed health care initiatives, such as 
health savings accounts, will require an 
increased focus on pre-registration, insur-
ance verifi cation, fi nancial counseling and 
on the need to collect, retrieve, and re-
port data about consumer-directed health 
care-related patients, he concluded. See 
story on page 4. 
  CCH Washington Bureau , Sept. 8, 2006.  ■

   Partnership key in 
Medicare pay-for-
performance 
  by Catherine Hubbard, M.A., 
Contributing Editor  

 CMS will increase collaboration with the 
private sector and other stakeholders to 
bring pay-for-performance to the Medi-
care program, Dr. Barry Straube, director 
of the Offi ce of Clinical Standards and 
Quality and chief medical offi cer for CMS 
said at a meeting of America’s Health 
Insurance Plans in Washington, D.C. in 
September. “We’re focusing increasingly 
not just on qualit y of care but at value 
[and] effi ciency in health care,” Straube 
said, adding that the government needs 
to look at cost effectiveness “in a much 
greater and systemized way than we have 
been before.” 

 Straube said the agency has “a tremen-
dous amount of fi nancial and infl uential 
leverage that could be expended to change 
not just the Medicare and Medicaid pro-
grams but to change the entire U.S. health 
care system in a positive way.” He noted 
that President Bush issued an executive 
order in August charging federal agencies 
to develop a process by which they can 
share information on qualit y and costs 
more widely than they have in the past. 

  Health care spending.  Health care 
spending, expected to exceed $2 trillion by 
next year, is expected to reach 21 percent 
or 22 percent of gross domestic product by 
2015. Meanwhile, the number of Medicare 
benefi ciaries is expected to grow to 76.8 mil-
lion by 2030, Straube noted. “For us in the 

Medicare and Medicaid programs, this is 
clearly driving the imperative for us to focus 
on quality and value,” said Straube.  

 The U.S. spends more per capita on 
health care than any other country in the 
world, but in spite of these expenditures, 
U.S. health care qualit y is often inferior 
to other nations, Straube said. To a large 
extent, highest cost areas in terms of 
Medicare expenditures are associated 
with the worse outcomes for Medicare 
hospital qualit y, he added.  

  Developing quality measures.  To 
set a foundation for pay-for-performance 
going forward, the government and 
private sector need to fi rst develop qual-
it y measures, Straube said, adding that 
is no easy task. He emphasized that in 
partnership and collaboration, CMS and 
stakeholders must demonstrate leadership 
in addressing all of these issues. 

 Straube said CMS has developed fi ve 
strategies to improve health care cost 
and qualit y:  

   working through partnerships to achieve 
specifi c quality and effi ciency goals; 
   publishing quality measurements and in-
formation as a basis for supporting more 
effective quality improvement efforts;  
    reforming the payment system and 
the reimbursement system to reward 
qualit y care;  
   assisting practitioners in making care 
more effective and less costly, primarily 

through adoption of health informa-
tion technology; and  
   bringing effective new treatments to 
patients more rapidly and help to de-
velop better evidence so that doctors 
and patients can use medical technolo-
gies and treatments more effectively, 
improving qualit y and avoiding unnec-
essary costs and complications.   
  Demonstration projects.  To gather 

more information on quality, CMS plans to 
expand its pilot sites soon to 15 or 16, and, 
eventually to as many as 60 or more across 
the country, he said. After collecting and 
reporting results, a feedback mechanism 
will be used to help providers improve 
care, he said. Increased physician/patient 
partnerships, integrated delivery systems, 
managing of chronic illness, increased 
prevention, special needs populations and 
innovative ways to deal with the most high-
cost benefi ciaries are some of the aspects 
pilots will focus on, said Straube. 

 Some of the current and planned 
demonstration projects are intended to 
reward physicians fi nancially for achiev-
ing qualit y benchmarks for Medicare 
benefi ciaries; reward health plans, physi-
cians and other payors and providers for 
eliminating scientifi c uncertaint y and 
variation in practice implementation; 
and provide qualit y payment incentives 
to nursing homes, Straube said. ■  
  CCH Washington Bureau , Sept. 20, 2006.  
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    Collision course: Consumer directed health care 
and compliance concerns 
  by Allan P. DeKaye, M.B.A., FHFMA, Contributing Editor  

   With estimates of 46 million Americans without health insurance, the nation 
and the industry have been attempting ways to mitigate this large number. As 
a result, hospitals have been especially vulnerable to criticism concerning the 
availability of charity (or reduced fee) care it makes available to its patients, 
as well as to allegations of overly aggressive collection practices when patient 
responsible amounts go unpaid. In response, hospitals have been reviewing their 
registration, billing and collection policies and procedures, often at the behest of 
state agencies, and in some cases as the result of litigation.   

 While many hospitals have revisited Federal Povert y Guide-
lines (FPG) and Medicaid reimbursement rates, and used these 
levels as a guide to providing discounts to uninsured and 
under-insured patients, these positive approaches may fail to 
consider the impact when patients elect to chose new health 
insurance plans with high deductibles and are faced with pay-
ing hospitals and physicians for services that previously were 
covered by insurance (in full or with smaller deductibles and 
co-payments), or went unpaid and uncollected. 

  Enter Consumer Directed 
Health Care (CDHC)  
 Consumer Directed Health Care (CDHC) is here! Created 
largely to fi ll a void in the less costly health insurance premium 
market, CDHC plans offer both the individual and corporate 
employer a policy that combines a lower premium coupled 
with a higher out-of-pocket deductible. The two-pronged 
rationale provides a more affordable premium making it attrac-
tive to those uninsured but employed individuals, who either 
couldn't afford more traditional policies, or whose employers 
couldn't afford to offer such a benefi t to its workers. The added 
attractiveness of the Health Savings Account (HSA) feature as-
sociated with these high deductible plans enables individuals 
to retain unspent contributions to these HSAs (either made 
by the individual or employer) in a manner similar to IR As 
(Individual Retirement Accounts). With studies showing that 
“2.4 million people have enrolled in these plans,” 1  and with 
enrollment expected to be as high as “30 million by 2015 (or 
17 percent of the enrolled population),” 2  healthcare providers 
will need to be able to recognize and administratively handle 
these emerging plans. 

 When consumers enroll in these plans, they usually are 
offered payroll deductions as a method to fund a portion of 
their anticipated high deductibles. The payroll deductions are 
then deposited to the consumer's HSA. These accounts also 
let an employer make contributions to an employee's HSA as 

part of a benefi ts package. Most HSAs come with check-writing 
or debit card features that allow a consumer to make payment 
of their responsible amounts when they become a patient 
purchasing health care. The use of the term “purchase” is 
deliberate, and is meant to contrast “using” medical care. The 
difference is embedded in the underlying principles associated 
with high deductible plans that the consumer becomes more 
price conscious when taking on the role of patient in “shop-
ping for” rather than “just seeking” medical care. 

  From the Provider's Perspective  
 On the surface, these high deductible health plans may 
just appear to be another product line being offered by 
insurance plans, not dissimilar to when health maintenance 
organizations (HMOs), preferred provider organizations 
(PPOs), and point-of-service (POS) plans were introduced in 
prior years. The provider communit y, however, will argue 
that in operational and fi nancial matters ranging from 
electronic insurance eligibilit y and benefi ts verifi cation, 
service authorizations, billing and payment processing, the 
introduction of these new product lines has been anything 
but smooth. 

 Another element of concern continues to be the collect-
abilit y of patient deductibles, coinsurance and co-payment 
amounts that vary by insurance plan and contract. Until 
the introduction of high deductible health plans, the t ypical 
outpatient co-payment amount (usually ranging from $10-$50) 
was an amount seemingly better collected at physician offi ces, 
and with varying degrees of success in a hospital ambulatory 
setting. With high deductible amounts anticipated to now 
be in the $1,000-$2,500 range (per qualifi ed individual and 
family), collecting that amount will become an issue for both 
patient and provider. 

 How much of any issue will depend on a variet y of 
factors. First, the high deductible amount will need to 
be conveyed to the provider; hopefully, in an electronic 
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manner that confi rms eligibilit y levels, and as important, 
the accurate amount remaining as the patient's deduct-
ible. Second, the payment vehicle, either check or debit 
card, will need to demonstrate that it has suffi cient funds 
available to match the remainder of the deductible that is 
due to the provider, and what will happen, if the available 
balance is insuffi cient. 

 This, of course, presupposes that at every point-of-ser-
vice, whether in the doctor's offi ce or in various inpatient 
and outpatient hospital service 
areas, the patient amount due 
is known. Generally, for the 
traditional offi ce visit, whether 
to an internist or specialist, the 
amount due will be known. It is 
no longer going to be the $10-
$50 co-payment, however, but 
the full value of the visit and 
ancillary charges (if applicable). 
The next question will be wheth-
er the amount is the provider's 
full charge or their negotiated 
rate with that particular payer. It may be the full charge 
amount if an out-of-network provider is selected, and there 
isn't a benefi t for providers outside of the network plan. 

 If the service level is still a doctor's offi ce visit or hospital 
clinic visit, the level of the payment due may still be in a 
“reasonable range” (i.e., $100-$300). If the setting changes 
to a minor (doctor's) offi ce procedure, hospital ambulatory 
surgical procedure, diagnostic radiology or chemotherapy visit, 
however, the cost of the episode of care could range from 
$1,000-$5,000, and even higher. Sticker shock, not only for 
the patient, but the provider is a probable outcome. 

  The Collection Conundrum  
 In the best possible outcome scenario described above, the 
patient with a high deductible health plan chooses an in-net-
work provider, who is able to electronically verify insurance 
eligibilit y and benefi ts, and prior authorization if required, 
as well as the remaining deductible amount (whether $50 
or $1,500). The patient presents their debit card to pay the 
deductible amount due (whether $50 or $1,500); the provider 
has a debit card compatible device to process the transaction, 
and there is suffi cient funds available to cover the cost of that 
day's care. [Note: Not all credit card transaction processing 
devices can accommodate debit cards.] Judging from the 
historical introduction of HMOs, PPOs, and POS plans, this 
ideal outcome will not always happen (especially in the early 
rollout periods), and the resulting actions (or inactions) are 
likely to trigger collection issues, and compliance concerns. 

 It is anticipated that the patient will have an amount due 
that is within the limits of the high deductible amount. 

If at the time service is being rendered, however, there is 
insuffi cient funds available in the HSA, the amount due 
will not likely be processed on the debit card. If an HSA 
checking account has been provided, the provider should 
have the technology to verify that the check is “good,” 
and there is suffi cient funding available to pay on this 
instrument and, in this case, that criteria would not be 
met. This may be due to the way payroll deductions or 
employee/employer contributions are made. According to 

the terms and conditions of the 
plan, the amount is due. The 
provider may require that this 
amount be paid at the time of 
service. Seemingly, the following 
options are available: 

 1. Render service and bill the 
patient. The question remains 
how the account will be paid. 
Maybe a partial amount due was 
authorized at the time of service, 
but how will the provider know 
when the balance will be suf-

fi cient to be transferred to the provider (and if that can be 
done electronically)? 

 2. Render service, bill the patient, and expect payment 
by cash, personal check or credit card (see also credit card 
considerations below). 

 3. Require cash, personal (non-HSA) check or credit card 
before rendering service. The key question to consider here is 
whether this is an acceptable provider condition of participa-
tion. Many providers will require full or partial payment when 
service is rendered in a nonemergent, nonlife threatening 
elective situation. The presentation of an under-funded HSA 
debit card or HSA issued check may void that condition of 
participation, and allow the provider to seek settlement of 
the account from another source. 

 4. Some HSA issued debit cards may provide for an 
associated line of credit or credit card feature to cover 
this t ype of sit uation. This would satisf y provider pay-
ment; however, it may raise t ruth-in-lending concerns, 
and require insurers and plan administrators to make 
certain the patient understands that they have, in effect, 
made a personal credit obligation, not to the provider, 
but to the issuer of the credit instrument. This would 
also require another level of integrated HSA account 
management to allow the patient to offset any temporar y 
indebtedness (use of credit) with future HSA contribu-
tions by the employee or employer. This would seemingly 
be a timing issue, but the mat ter of interest (if any) also 
might have to be addressed. 

 5. Defer or delay a nonemergent, nonlife-threatening elec-
tive service. Though not a popular approach, this is used by 

  “Judging from the historical 
introduction of HMOs, PPOs, 

and POS plans, this ideal 
outcome will not always happen 
(especially in the early rollout 

periods), and the resulting 
actions (or inactions) are likely 
to trigger collection issues, and 

compliance concerns.”  
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some providers currently. Again, the question of whether this 
action is consistent with conditions of participation has not yet 
been resolved. 

 Hospitals and physician offi ces have been challenged by the 
need to collect from their patients. While time-of-service pay-
ment capabilit y is advocated, the complexities associated with 
consumer directed healthcare plans are likely to be viewed as a 
setback to the provider communit y. 

  Charity Care and Bad Debt Determinations  
 With the growing numbers of uninsured patients, hospitals 
have come under direct review related to the amount of charit y 
care that is rendered. The challenges that were mounted posed 
a direct threat to the tax exempt status afforded not-for-profi t 
voluntary hospitals. The question was raised as to how hospitals 
can be meeting their stated purpose of caring for communit y 
when fees charged to uninsured were 
higher than those charged to insured 
patients, and with patients seemingly 
unaware of hospitals fi nancial aid 
policies and procedures. With re-
ports of aggressive collection efforts 
making front page news, hospitals 
were put on the defensive. 

 It might be hard to imagine the 
difficulties faced by providers in 
obtaining the information necessary 
to register a patient. Anyone who has visited an inner cit y emer-
gency room or outpatient clinic, or seen how providers in border 
states, and those in high areas of undocumented patients render 
care, will know those diffi culties; still, these providers render 
medical care. A good portion of this issue refl ects the diffi culties 
associated with the provider trying to collect demographic and 
fi nancial information about its patients. 

 Hospitals can own some responsibilit y for not recruiting 
and training more qualifi ed staff to be better able to handle 
the variations of healthcare insurance plans, as well as ensuring 
their staffs familiarit y with internal policies and procedures, and 
not always using newer technology to assist in the registration 
process. Providers do face obstacles, however, and must deal 
with patients who often refuse to cooperate, or fail to provide 
proper demographic and fi nancial information when requested 
not only to support charit y care determinations, but to complete 
the basic registration itself. 

 More recently, providers, who in the past resisted attempts to 
use individual (patient) credit data and scoring, are now embrac-
ing the idea, not only to determine the patient's propensit y to 
pay, but his or her wherewithal to pay as well. Many providers 
also have found that there is a correlation between credit data 
and scoring and potential eligibilit y for programs such as Med-
icaid, and they are using this information to further support 
the charit y care process. 3  

 While hospitals were able (and continue) to set their own 
policies and criteria for fi nancial aid independently, the 
mounting industry pressure resulted in the American Hos-

pital Association's (AHA's) involvement with the issuance of 
“a set of guidelines and a legal white paper on billing and 
collection practices.” 4  

 As other state hospital associations weighed in on the mat-
ter, the Association of America Medical Colleges (AAMC) 
issued a statement refl ecting the complexit y of the issues, 
“Important as they are, reforms in hospital billing and col-
lection practices will only solve part of the problem. A more 
comprehensive and lasting solution requires that our nation 
fi nd a way to provide health coverage to the 43 million 
uninsured Americans and the 30 million who do not have 
adequate coverage.” 5  

 The controversy also includes the concern over the charge 
structure hospitals use to calculate bills to non-insured (and 
under-insured) self-pay patients. With much said about the way 
in which the self-pay, or “unaffi liated” (with any consumer group 

or insurance plan) patients pay full 
(or retail) charges, this practice 
was rooted in the long established 
practice of hospital's needing to 
ensure that charges exceeded cost 
to comply with Medicare reim-
bursement regulations. Providers 
now are closely examining their 
cost structure, as they grapple with 
ways to demonstrate public policy 
responsiveness, while not running 

afoul of reimbursement regulations. The same also could be 
said for the notion that somehow Medicare regulation had not 
conveyed the premise that providers should apply consistent 
collection efforts to both Medicare and nonMedicare patients. 
This has left many providers instinctively pulling back from 
commencing justifi able legal action on accounts in collection 
fearing a public relations backlash from being perceived as 
overly aggressive. 

  Compliance Concerns  
 Healthcare providers will need to examine their corporate 
compliance plans to ensure that adequate attention is paid to 
effectively handling the situations posed by the emergence of 
CDHC. The major concerns are as follows. 

 1.  Charge structure  - ensure consistency with reimburse-
ment and cost reporting regulations; while addressing the 
public policy concerns over cost-of-care for those deemed to be 
uninsured and under-insured; 

 2.  CDHC payer contracts  - review conditions of participa-
tion as they relate to establishing payer and patient responsibilit y, 
and providing electronic eligibilit y systems to verify coverage 
and extent of deductible remaining unpaid as of the current 
date of inquiry; 

 3.  Patient registration  - ensure that proper recognition 
and assignment of an insurance plan codes correctly refl ects the 
coverage benefi ts and patient responsible amounts; 

 4.  Patient payment responsibility  - clearly defi ne pa-
rameters to promote understanding of amounts due, and the 

On the Front Lines (cont.)

“Healthcare providers will need 
to examine their corporate 
compliance plans to ensure 
that adequate attention is 
paid to effectively handling 
the situations posed by the 

emergence of CDHC.”
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payment vehicles and conditions associated with making those 
payments; and 

 5.  Provider CDHC charity care and collection 
practices  - develop well-defi ned parameters to promote a 
clear understanding of policies and procedures to prevent 
complaints and promote customer satisfaction with all insur-
ance plans. 

 While existing compliance plans likely address registration, bill-
ing and collection, as well as reimbursement and cost-reporting 
concerns, the changes in practices and protocols associated with 
CDHC are strong indicators that providers should reexamine their 
current plans and make changes as indicated. The training of staff 
also is a critical component to prevent lapses in performance that 
might trigger adverse patient, payer or public reactions. 

 With the increasing availabilit y of CDHC, employers will 
fi nd the need to recognize the impact of the Health Insurance 
Portabilit y and Accountabilit y Act (HIPAA) privacy and secu-
rit y regulations. With the potential for the exchange of even 
more medical and benefi ts information between employer and 
provider, both will be challenged with regard to administrative 
costs, as well as preserving privacy. 6  

  Confl ict Resolution  
 With the emergence of new alliances among the banking, 
credit granting, human resources/benefits consulting and 
insurance companies poised to blanket the CDHC market, 
one has to wonder whether this is “consumer directed” 
healthcare, or healthcare being marketed directly to the 
consumer. While the preventive actions noted above should 
mitigate or prevent problems from occurring in the first 
place, there are likely to be some unintended consequences 
associated with CDHC. 

 With the increasing prevalence of CDHC, consumers are ex-
pected to inquire more about the cost and prices for healthcare. 
Some patients will forego testing and other services, so as to 
allow their HSA account balances to grow for use on other than 
healthcare services. “Those with CDHPs may be more aware 
of what their costs are, but the 'Consumerism in Health Care 
Survey' indicated some of these cost-conscious consumers are 
more likely to avoid needed care.” 7  Others, however, may simply 
not be satisfi ed with the selection of this type of healthcare insur-
ance plan. The survey revealed that “those enrolled in HDHPs 
[High-Deductible Health Plans] and CDHPs are less satisfi ed 
with their health plan than those with comprehensive health 
insurance, and are less likely to recommend the new plans to a 
friend or colleague.” 8  

 Technology may support the t ypes of benefi t transactions 
available with CDHC insurance plans. “The ultimate level 
of convenience for employees is to have one health care card 
that serves as the health plan ID card with debit functionalit y, 
linked to various benefi t accounts.” 9  Even if we reach that level 
of technological support, the overall level of uninsured patients 
continues to threaten how the healthcare system will work. In 
recent Healthcare Finance Management Association (HFMA) 

news stories, it was reported that there was a “5.1 percent decline 
in employees accepting health insurance.” The data contained in 
a Robert Wood Johnson report noted that “…employers contin-
ued to pay 82 percent of the cost of health insurance during a 
fi ve-year period…[while] premiums employees paid skyrocketed 
42 percent after being adjusted for infl ation.” 10  

 Even with all of the rush to CDHC, there are other skep-
tics. “Consumer information about healthcare costs, qualit y 
and treatment alternatives could help stem health costs, but 
some are overselling the potential of consumer empowerment 
to reshape the healthcare system….” 11  In the fi nal analysis, 
it will likely come down to the individual deciding, that if 
they can afford health insurance, which plan will be right for 
them. As this occurs, payers and providers will continue to 
be challenged to ensure that they can properly handle all of 
the related transactions effi ciently and effectively. In the end, 
however, it will be up to the patient.  Caveat emptor.  Let the 
buyer beware!  ■
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  OIG recovers over $1 billion in fi rst half of FY 2006 
 According to its semiannual report to Congress, the Offi ce of Inspector General 
(OIG) expects to recover from health care providers over $1 billion from efforts 
to reduce fraud, abuse, and waste for the fi rst half of fi scal year 2006. OIG re-
ported exclusions of 1,540 individuals and organizations for fraud, 226 criminal 
actions, and 119 civil actions. In addition, Medicaid audits discovered potential 
overpayments of $243.2 million from the use of upper payment limit calculations 
that did not comply with federal requirements. 
  OIG Press Release , June 2, 2006.  

  Norwalk to be acting head of CMS 
 Leslie Norwalk, CMS deputy administrator, has been selected to take the role of act-
ing administrator on October 15, 2006, after current administrator Mark McClellan 
departs on October 14. As acting administrator, Norwalk will continue implementa-
tion of the Medicare Part D prescription drug benefi t including the upcoming open 
enrollment period. As deputy administrator, Norwalk has worked on implementing 
the changes under the Medicare Modernization Act and directed the operations of 
Medicare, Medicaid, Child Health Insurance Programs, Survey and Certifi cation 
of health care facilities and other federal health care initiatives. Prior to working 
for the Bush administration, she practiced law in the Washington, D.C. offi ce of 
Epstein Becker & Green, P.C., and served during the fi rst Bush administrationin 
the White House Offi ce of Presidential Personnel. 
  CCH Washington Bureau , Sept. 27, 2006.  

  Part D overpayment recovery efforts cease 
 In response to a lawsuit fi led on September 15, 2006, CMS no longer will send 
mailings requesting recovery of overpayments to Medicare benefi ciaries who received 
incorrect Part D premium refunds. Over 230,000 Medicare benefi ciaries received 
incorrect refunds in August. The Center for Medicare Advocacy, Inc. represents 
Action Alliance of Senior Citizens and Gray Panthers, two benefi ciary organizations, 
in litigation challenging HHS process for recovering the overpayments. Because 
of the hardship this type of recovery would cause for benefi ciaries with fi xed low 
incomes, statutes provide for waiver of recovery when the benefi ciary is not at fault 
and certain other conditions exist. The Center for Medicare Advocacy hopes that 
CMS will refund any overpayments repaid and inform all benefi ciaries who received 
the incorrect refunds of their right to seek waiver of recovery.  
  HHS Press Release , Sept. 18, 2006.  

  IOM payment recommendation causes concern 
 While Federation of American Hospitals (FAH) supports the Institute of Medicine's 
(IOM) commitment to quality care, it expressed concern that a "pay-for-performance" 
system could cause arbitrary Medicare cuts in an effort to meet budget targets. The FAH 
made this statement in response to an IOM report that recommended that Congress 
cut base payments and use the savings to create pools that reward providers when they 
do work that has been proven effective in improving a patient's health. The quality of 
health care should be the federal government's guide in setting payments to physicians, 
hospitals and other health care providers, the IOM report concluded. Many health 
care providers, including the FAH, are wary of the IOM's recommendation.  
  Federation of American Hospitals Press Release,  Sept. 21, 2006.  

In the News  Executive 
compensation rule 
changes disclosure 
requirements 
  by Katherine G. Geraghty, J.D., 
Contributing Editor  

 The Securities and Exchange Commission 
(SEC) has adopted amendments to the 
disclosure requirements for executive and 
director compensation as well as related 
party transactions, director independence, 
and other corporate governance matters.  

 The amendments make proxy state-
ments, reports, and registration statements 
easier to understand, in part by requiring 
the use of plain English and providing 
investors with a complete picture of the 
compensation earned by a company's 
principal executives, financial officers, 
and members of its board of directors. 
Additionally, the amendments offer better 
information about key fi nancial relation-
ships among companies and their executive 
offi cers, directors, signifi cant shareholders, 
and immediate family members. 

 The amendments apply to disclosures 
in proxy statements, periodic reports, 
current reports, and other fi lings under 
the Securities Exchange Act of 1934. 
They also apply to registration statements 
fi led under the Exchange Act and the 
Securities Act of 1933. The fi nal rule 
becomes effective November 7, 2006. 

  Request for comment.  The SEC 
also published a request for additional 
comments regarding a portion of the pro-
posed rule, which was not adopted in the 
fi nal rule, that would required compensa-
tion disclosure for three additional highly 
compensated employees. Specifi cally, the 
proposed amendment would have require 
disclosure of the total compensation and 
job description of up to an additional 
three directors earning more than any of 
the named executive offi cers. 

 The SEC has made a specifi c request for 
comments regarding whether the proposed 
provision should be modifi ed to apply only 
to large accelerated fi lers. ■ 
  Notice , 71 FR 53157, Sept. 8, 2006,  Health Care 

Compliance Reporter   ¶700,016 ,  Request for com-

ment to proposed rule ; 71 FR 53267, Sept. 8, 2006, 

Health Care Compliance Reporter  ¶730,010 .  


