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April 12, 1993

Re:  Venture Resources, Inc.

Ms. Carol Rasco

Director, Domestic Policy Council @J) U'? Q}‘)\
THE WHITE HOUSE ‘X\f\
o

1600 Pennsylvania Avenue

Washington, D.C. 20500

Thank you very much for making time in your busy schedule to visit with our clients,
Venture Resources, Inc., Sam Jones, Doug Buford and me. As always, you were most
gracious. ‘

Dear Carol;

As Sam Jones mentioned in our meeting, we spent a good deal of time reviewing the
work and proposals of Venture Resources, Inc. and questioning their ideas before determining
that it was a proposal with significant potential benefits for the Administration. We look
forward to the opportunity to have follow-up meetmgs with some of your staff members or with
the new Director of HCFA.

T hope that you had a wonderful Easter and was able to spend some time with Terry,
Hamp and Mary-Margaret. It must have been very difficult (even with all of the available
communications) to be separated from your family. Again, thank you very much for your kind
consideration.
Cordially yours,
WRIGHT, LINDSEY & JENNINGS
1 -
n R. TiSdale 4

fRT/bim ‘

PATRICIA SIEVERS LEWALLEN

TAMMERA RANKIN HARRELSON



THE WHITE HOUSE
WASHINGTON

April 7, 1993

MEMORANDUM FOR BRUCE VLADECK, ADMINISTRATOR DESIGNATE

FROM: CarofléyeRasco, Assistant to the President for
Domestic Policy

SUBJECT: Venture Resources, Inc.

Recently our office was contacted by three attorneys of the
Wright, Lindsey & Jennings firm in Little Rock, Arkansas. This
is a well-established law firm in Little Rock and one which
President Clinton served "Of Counsel” during 1981 through 1983,
at which time, he was out of the Governor's Office.

‘Wright, Lindsey & Jennings had been approached by Venture
Resources, Inc. to obtain an appointment with individuals in the
Clinton Administration to discuss a program that they believe can
result in a 6% current reduction in Part B costs. 1 have
enclosed for you the original letter sent to me by John Tisdale
of the law firm, and a packet of the materials used in the
Venture Resources presentation in my office, as well as a follow
up letter from Venture Resources.

I have told Dr. Root and other representatives present from
Venture Resources whose cards I have enclosed for you as well as
the attorneys from Wright, Lindsey & Jennings that I would
forward this material to you for your review -- both in the
context of the Health Care Reform process as well as the
potential for immediate consideration of this project.

As always, I leave this entirely to your discretion as to any
concrete action, but I do respectfully request that you give
Venture Resources representatives an opportunity to make a
presentation to you. Prior to calling Dr. Root, if you could let
John Tisdale of the law firm know you will be calling to arrange
this, he may wish to help coordinate. John's phone number is
(501)371-0808.

If I can answer any further question, please do not hesitate to
contact me.

Thank you.
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- THIS MESSAQGE 18 INTENDED ONLY FOR THE USE GF THE ADURESSER. IT CONTAIND INFORMATION WHICH W
CONFIDENTIAL UNDER THE ATTORNEY-CLIENT FRIVILEQE OR OTHERWIRE NOT SUBJECT TODISCLOSURE. I YOU ARENCTY
THE INTENDRD RECHSENT OR THE EMPLOYEE OR AQENT RESPONGSIBLE FOR DILIVERING THE MESSAGE TO THE INTENDED
- MECIPIENT, ANY UGE OF THIS INFORMATION OR DISSEMINATION, DISTRIBUTION OR COPYING OF THIS COMMUNICATION,
IR RTRICTLY PROMIBITED. F YOU HAVE RECEIVED THMIE COMMUNMIGATION IN ERROR, PLEADE NOTIPY UR RAMEDIATELY
. BY TELEPHONE ANO RETURN THE ORIGINAL MESGAQE TO US AT THE AROVE ADOBRESS VIA THE U.8. POSTAL SERVIOK,

THARK YOU.
w

DATE W
TOTAL NUMBER OF PAGES ........3.,__...., UNCLUDING COVER BHEET)

PLEASE DELIVER THE FOU.OWING PAGE(SI TO

T0: Ms. Cerol Rmo
FIRM: TKE WHITE HOUSE :
TELECOPIER NO.:  {202) 456-2878 D .

FROM: John R. Tisdate w ‘ Qur Telscopy No.: (801) 376-9442

MESSAGE: The following Is transmittad m your Information. you havg any questions,
 pissss do not hasitate to cdl

IF ALL PAGES ARE NOT ﬂECEIVED. PLEASE CONTACT: Beilnda st 371.0808. Ext. 318.

Ciad.: 11882272y
KA1 149,027
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Re:  Medicare, Pant B, Cost Savings

Ms. Carol Rasco

Director, Domestic Policy Councxl
The White House -

1600 Pennsylvania Avenue
Washington, D.C. 20071

Dear Carol;

[ am writing you at Bruce's suggestion, both because of your position as Director of the |
President’s Domestic Policy Council and because of your experience with and Interest in
Medicare reimbursement issues.. For about a month we have been leaming about HCFA and
Medicare, Part B, reimbursement and reviewing a program proposal sent to us by a client.

Our client is Venture Rasources, a small Chicago-based. eompany headed by Dr. Charles
Root. Dr. Root and his company perform various consulting activitics for medical providers,
focusing primarily on Part B reimbursement. The Company publishes a comprehensive technical
manual showing Part B providers "how to® submit accurate and proper claims for reimbursment.
The Company also provides technical consulting for medical product dcvelopmcnt and clmms
aumtmg services to medical providers.

. Venture Resources believes that its program can result in a 6% current mdm in Part
B costs and can avoid potential growth In costs resulting from "gaming.” The program applies
1o all of Part B, but our client suggests a pilot project focusing on medical lab reimbursements.
In this area alone, our client believes its Dprogram can lead to actual savings of about $500
million in one year. Based upon its expmenca in auditing and consulting with many medical
labs, our client is convmced that these savmgs can be momplmhod without reducing medical

services.

- The other significant benefit to the Administration is that Part B providers should not be
opposed to this program. The program involves identifying and defining as line items each
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. Ms, Carol Rasco
- .Maxch 16, 1993
~ Page2 -

existing medical action, teshnology, method and result in language that is understood by the

“grassroots” providers and tying each line item to & single payment code, The benefits to the
providers are clear codmg mstmcuons fewer clmm re;echons, more efficient billing and fuster
collection. -~ - - o

We would !.:hs tha opponumty to come 1o Waslnngmn w:th our client w0 discuss this
- proposal with you. 'Our cHent discussed this program with certain senior HCFA officials of the
prior admimstrauon and was met with very little understandmg of the pmblems, and even 1ess

Thus, our client does not belwve that HCFA can or is inierested a5 an agcncy in
accomplishing this as a purely governmental exercise. Nor do we believe that the government
could effect these revisions and ransitions as quickly as the private sector can. Accordingly,
we wish to discuss with you and others an appropriate contract, with specific current savings

- guarantees, which our clieat believes would result in first year savings of approximately $500
miliion dollars for medical laborataries alone and to then be considered to replicate this program
in other areas of Part B reimburssment. Our client believes the ultimate annual savings under
Part B could be as much as $8 billion dollars without reduction in services.

Wwe have_ discussed this conoept with:epresentatives of providers and allied groups and

organizations. We have been uniformly toid that a modest reduction in provider reimbursement

- would be a welcome trade-off if the present confusion, errors and delays in reimbuiscment are

greatly diminished. Accordingly, we belicve that this is a matter which warrants attention as

sooft as possible and would nicely ocmpﬁmem the measures prmently under consideration for
ovcra]! reduction in h&lm care costs ' . . o

- My partncr, Sam Jones. and I will be in Wnsmngm on March 23 for mher meetings and .
could arrange for our client to be available on thet date or on March 24 if that would fit your
schedule, We look forwar:l to hearing from you at your ﬁrst reasonable apponumty ‘

Cordislly yours.

WRIGHT, LINDSEY & JENNINGS

K:blm 1331.027
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M%

DATE Mach 17. 1893

TOTAL NUMBER OF PAGES ____2 _ INCLUDING COVEN sHax)

PLEASE DELIVER THE FOLLOWING PAQE(S) TO:

T0: Ms. Rosalyh Kelley
FIRM: THE WHITE HOUSE
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The foaowhg Is trmmu for ywr information. tf you hw. any quutlona.

Belinde at 371-0808. Ext. 318.
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TO: Rosalyn Kelley
John Tisdale j,%,

. DATE: March 17, 1993

RE: - Mceungwiﬂ!Ms CarolRasoc

Thank you for your assistance. This will confirm that representatives from Venture
Resources, Inc. and attorneys from our office will meet with Ms, Rasco for approximately 30
minutes beginning at 10:30 a.m. on March 23, 1993 at the White House. The follomng persons
fmm erurc Resources will be in attmdance.

li ) ) .
Dr, Charles Root

Birthd
September 3, 1942

Mr. Ray Wilson September 20, 1935
Ms. Leah Wilson July 3, 1952 »

-

In addition, the ioitowmg lhree 3 pmons from Wright, Lmdsey & Jenmngs will be in
attendame

Name o
M. Samuel Jones

John R. Tisdale
C. Douglas Buford

Rirthdate

June 80, 1951
April 2, 1046
April 15, 1948

1t is possible that only two members from Wright, Lmdsey & Jennings wlll be present. I will
let you know whether to expect Sor 6 people total,

This will confirm that we wﬂl enter at the/Northwest Visitors® Gate and\pach person will

. have at least one piece of phato 1dent1ficanon in ordcr to receive clearance for the visit.

K:blyl 336 007
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VENTURE
REGOURCES

. {4OWESTOLDELM ROAD, P.O. BOX 335, LAKE FOREST, ILLINOIS 800450335, USA. - TEL: (708) 234-2030 - FAX: (708) 234.2238

/April 8, 1993 -- FAXED TO: 202-456-2878 -- 10 Pages

SUéJQCT: Medicare, Part B, Cost Savings -- Venture Resources Proposal

-Ma. Carol Rasco, Director, Domestic Policy Council
. The White House
1600 Pennsylvania Avenue

Washington, DC 20071
Dear Ms. Rasco:

Thank you again for taking the time to meet with us March 23rd. Doug
Buford, Sam Jones and John Tisdale have suggested that we provide you with
examples of potential savings in a couple of other Sections of Medicare Part -
B in addition to the two Laboratory examples we provided at the meeting.
Examples in Radiclogy and Pathology with the original Laboratory examples are
attached. Included are the added proposed solutions to these problems along
with rough estimates of their respective Section reductions.

ARs in the Laboratory Section, opportunities for reduction in Medicare
payments under the Resources Based Relative Value System (RBRVS) fee
schedules arise primarily from multiple cod&ng options {(multiple choice
gaming opportunities) and lack of clear delineation and definition.
Further, in many cases, payment policy is left to the discretion and decision
of individual carriers for interpretation, often resulting in the illogical,
not to mention, great expense to Medicare. The system is caught in a
paralysis of not knowing or understanding that cost effective action needs to
‘take place at the “Grass—Roote” level.

We can move quickly to identify substantial savings. At the same time, we
will eliminate confusion and establish a defined, controlled system.

We look forward to the opportunity to proceed on this project. If there is
anything we can do to advance this effort, please let us know.

Sincerely,
VENTURE RESOURCES , \
e

AN

Dr. Charles Roo

L. Raycroft Wilson : -

M. Leah H. Wilson, R.N., B.S.N.
CBR, LRW,MLHW/lak ~-- Enclosures

Ld »
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EXAMPLE |

A physiclan orders the following 18 common blood taste as part of a
diagnostic workup for a patient’ In Ilinois.

ALT - Chioride , Cholesterol
Creatinine | Glucose ' Albumin

AST ‘ Direct bilirubin’ Total bilirubin
.Calcium “~° Carbon dioxide |  LDH

" Phosphorus Potassium. ; * Total protein
Sodium . BWN - Urc acid
AIk.Phos. :

Under 1892 coding rules the above 1tests, all of which are classified as
automated multichannel chemistry tests, must be submitted and paid by

Medicare using the following slngle code:
|

! _' ’ ‘ Medlcare
‘ ‘Payment

800189 19 or more automated mul!le%annel tosts $17.21

1993 coding rules Include a newly dehned "liver. panel" (CPT code 80058)
which includes the follcwing five tests

A!bumln. ALT. AST, Alk. Phos., and Total Bilirubin. .
| | Modlcarq ‘
4 o Payment
80068  Hapetlc pane o ‘ _ $18.26

HCFA's "unbundling rule" states that it |8 abusive to "unbundie” such panels
and bill the individual component tests. In addition the CPT states that
when uslng a !iver panel any addttlonal tosts are to be listed separately

Thus, when the 19 automated tests above are submitted to Meducare one
would logically use the foliowing two codes:

Medicare
- Plymonl
soosa Hepatic panel | L " $17.08
acq1s 14-16 sutemated multichanne| teste $16.6¢0
: "1 Total '$34.24
In this case Medicare payment would increase by $15.98 each time such a

panel is submitted for payment in lilinois.
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Th{s example assumas that the fea schedule amount for code 80058 will
be capped by HCFA for 1993 at the avbrage of all carrier's fees or $17.68.
If HCFA does not cap such newly defined codes (they have not yet
instructed carrlerse concerning this malkter}, payments will increase even
more.

Pansls such as the above are among J{\e most commonly submitted claim
for lab tests, millions of claims are processed and paid each year. CPT
code 80018 is the most common laboratory procedure submitted to
Medicare for payment. The economic Impact from the above example could
be over $60 million per year.

i

Laboratory examp‘le I, 19 autcm‘ated tests

The following expansion of the "unbundirng ru&e would be stated regarding
panel and profile coding: ‘ ,

In any comblnat!on of tasts, alf autorhated chemfstry tests must first be

bundled together and coded as such. Automated tosts may not be reported
in combination with organ and dtsaasa panels.

%

i
|
|

-
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'EXAMPLE I

|

A phyeician in Louisiana orders an antlbody titer for rubella (msasles).
This test dotermines if a patlent has ever bean exposed to, or Is presantly

1

infected by the measles virus. ‘

Thia test is performed using @ fluorescent immunoassay technique which
yields either a positive (antibodles are 'present) or a negative (no

antibodiea are present) rasuh

. A measure. of the ccncentratmn of antl%adies {(and hence the severlty of
the infection) can be obtained by performing a "titer” of the specimen.

To perform the titer, the bivod s‘pecimal'\ is diluted again and again (1:1,
2:1, 411, etc) and retested until no antibodies can be detected. The
dilution at which a negative result Is qbtamed is the "titer, the higher
the dilutien, the more anubodles were origi na!ly prasent.

The codes and corresponding Medccare payments which apply to this type

5
of test are: I
CODE DESCRIPTOR { 253::?:5
"2“‘ Fluarescent lmmunonlLy, uroen ‘ | . §$14.88
86266 ’ Fluornoont lmmunou+y. titer $10.70

COMMON OODING PRAOTIGE. S ]

Because a "tlter" s ordered, a "titer” (na 86256) !s submitted and
Medicare pays $18 70. [

PROPER CODING PRAGTICE: | ’

-if the result of the test is negative (no antibodies are present in the blood
gample), no dilutions and subsequent Heasuremants are requirad and the
procedure should be reported as a qualitative soreen (i.e. 88255). Medicare
pays only $14.85, ,

Only it the result of the test Is positive and a true titer is performad

should the titer code be submrtted :
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i .
The results of many antibody titers arel negative since it is common

practice to order a number of such tasLs o determine both the type of
virus causing the problem as well as tha degree of infection.

ECONOMIC CONSEQUENCES -

Whenever a titer code is submitted anq pa|d and the result is negatnve,
Medicare pays $3.85 more than it should.

If approxlmaieiy 50,000 titars are crdeertd in Loulslana each year and 70%
are negative, (Most such teste are negative since multiple tests are run
to determine the type of Infection as well as its severity) Medicare will
pay $134, 750 in excess under common 'coding practice. (35.000 X $3.85 =
$135,750) . -

Extended over all 57 camers total ovafpayments would be approximately:
$6,064,000 . ‘ ,

Laboratory exampte i, F!u’orescént immunoassay
The following instruction would be !ncr?deﬂ regarding use of these codes.

If the resutt of the test is negative, the procedure 'should be reported as a
qualitative screen, 86255 . {

if _the result of the test Is positive AN? a titer is also performed, the
procedure should be reportad as a titer, 86256.
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Net Economic Risk/Opportunity
- (Annual) -

Example: LABORATORY

A 823 S$Million/¥r in

Potential Gaming
Increases
RISK: S
- OPPORTUNITY: - $494 Million/Yr in ‘
‘ savings from system
optimization and

¥ communications
‘improvement .

$1,317 Million/Yr. Potential -Syfsytem Savings
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EXAMPLE: : RADIOLOGY

A radiology techniclan makes maMa'a fluoroscaopie study of & nconﬂy Implanted
‘heart valve.  The video tapa Is subsequentiy review by a radiologiat to varlfy that the

value ls functloning correctly, ;
: a

1 - :
Tha fotlowlng three codes apply 1o this’ probodura. ,
Moqlc:u Paymsnm

Toc nical Professional Total

Co pomm interpretation
76000 Fluoroscopy, [ '
; up to 1 hr. phytlolan time $421 $7.80 $60.00
78125 clmradiology, ‘ - . .
with rouline exam .§28.63 .§12.82 -$386.45
83280 Cardiec fluorossopy $13.13  $30.36 ‘ $43.76

Agsuming that & hospital bllla Meadloars for the teshnical cbmponont {tor the :
tochnlclan’e lime and use of the equipment), and the radlojogist billa Medicare for
his professional interpretation; each party wm tend to maximize thair revenue by

HOSPITAL: 76000-TC Fluomuwpy. tochnlcal componont $42.20
PHYSICIAN: 93280-26  Cardiac ﬂuorosoorv. Prol. component $30.83
TOTAL MEDICAR# PAYMENT: $72.83

|

I
Specification of 76126 as the only proper eodc for ussé by both the hospital end
radiologist would result In & total Modlcaro paymont of only ssa 45, A 4T% reduction

" In cost for thia procedure.

Radiol ogy example; ﬂuoroscopic study of heart valve

|
The coding gui da would be xndexed to direct & user iooking for &
fluoroscoplc study. of a heart valve rep acement to the following entry:

Ftuaroscap:‘c studies: i
|

" Hoart valve follow up study w;th video tape rec‘ord

Technical component (recordmg of study) 76125-7C

i

Professlonal component (nterpretatwn of R

tape by phys!clan) ; , 76125-26

n . ,

Note: If both technical and prolessional ‘components are performed
and billed by the same provider,

he global code 78125 must be used.
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Net Economle RIsklOpportunity

(Annuan c
Example. DIIAG IMAGING
450 smmonmyln
A Potential Gaming

S Iincreases |

- RISK: R -
OPPQRTUNITY:f $830 Million/¥r in ?s‘aﬁving‘

“from system optimizatic
and communlcauons

nmprovamonl

1 $1,280 Mili-lonl\'i fln Pcpvten‘tiakl | Syslém AS‘avings' |
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EXAMPLE: SURGICAL PATHOLOGY CODING

In surgloal pathology the UNIT OF SERVICE s defined as A SPECIMEN,

aach saparately ldentified tissus submitted for Individual sxamination is considered &
separata unit of service and ssaigned the a preprlato CPT cods.

EXAMPLE A: ' 1

. A dermatologist removes & skin growths durJna @ routine coamelic surgery. The &
tissue spocimens are sent to a pathology leb labaled “skin tsgs”,

"The pathologlst make slides of sach tissue pacimen, performa s microscopic exam
and prepares a report on h‘ia findings. Hlu ork |s submitted to Madicare using the
fellowing code: ‘

88304 LEVEL IV Surgics! Pathology $28.30

" EXAMPLE B:

Another physician parfcrmé the same prooedure but submits the 8 skin growths
individually labaled as zeparate spscimens. . l ‘

The pathcloglst parforms exaoctly the same weork: but is now eble to submit code sasos
X & sinca each place of tissue s separately identified.

' |
8 X 82304 LEVEL IV Surgical Pathology $1708.20

|

Funther definition of a "specimen" is obvioysly needed to limit the temptation to
"game® the system through specimen ap!lttirg.

Surgical pathology example : EXaminatior of skin tags
' o '

Under surgical pathology, ,‘"sk{h grovgfrths",,ihe following subclassification
and coding Instruction would be Iisted:
Rouhne examination of skln tags, unlt of service is defined as
follows: " A ’

3
t

1-3 growths, tags, etc = 1 specimen
4-7 growths, tags etc. = 2 specimens
8-12 growths, tags eiic = 3 specimens
, 4 i} ‘
|

i
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Net Economlic }RlskiOpportunlty
.A(Annuauv

Example: PATHOLOGY
28 1 ‘

l 200 $Milllon/Yr in

Potential Gaming
Increases
RISK:
" OPPORTUNITY: . | $110 Milllon/Yr in Saving
from system optimizatic

& and communications
improvement

%
|
|
$310 Milllon/Yr in Po !t ential systam Savlngs
|
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VENTURE

140 WEST OLD ELM ROAD, P.O. BOX 335, LAKE FOREST, ILLINCIS 60@%5-0335, U.8A « TEL:(T08) 234-2039 . FAX: (708)234-2230.

March 30, 1993 —- FAXKED TO: 202-456-2878 -- 1 Page

Ms. Carol Rasco. Director, Domestic Policy Council
The White House

1600 Pennsylvania Avenue

Washington, DC 20071

., SUBJECT: Medicare, Part B, Cost Savings
Dear Ms. Rasco:

Thank you for taking your valuable time to listen to our suggestions on March
23rd. We applaud you, President Clinton and the Health Care Task Force for
tackling this tough domestic problem.

Our proposal is an example of a small private sector business which can
obtain real savings for the Government in health care. The savings can be
accomplished immediately, without compromising medical quality or services,
with industry acceptance and with the cooperation of providers. . Our company
may not be large, but our goals are substantial.

You certainly have your job cut out for you, with so much to accomplish.
You have a fine looking family and we know they have got to be very proud of
what you are doing for the Country. We feel that our suggestions in the
health care area can be of real advantage in getting that job done. It doses
not always take a gilant company to solve a giant problem,

Thank you again for listening to us. We look forward Eo answering any
questicons your staff might develop and working with the Administration to
provide real Medicare B cost savings.

Sincerely,
VENTURE RESOURCES

MA’MM /Zm///«én Atk {/A/M

Dr. Charles B. Root
L.Raycroft Wilson
M. Leah H. Wilson, R.N., B.S.N.

CBR, LRW, MLHW/1ak
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VENTURE RESOURCES
PRESENTATION

The White House

March 23, 1993

Potential Medicare Savings
from , .
Optimization of Part B Payment System

by

Charles B. Root, Ph.D.
L. Raycroft Wilson
M. Leah H. Wilson, R.N., B.S.N.

Venture Resources, 1000 Hart Road, Suite 230, Barrington, IL 60010
Phone 708-381-3265, Fax 708-381-4606



THE PROBLEM:

Complicated Part B payment rules are not
understood by most providers and many
 carriers resulting in improper coding and
payment for physician services.

Significant time & expense is incurred
by both carriers and providers trying to
identify proper payment and settling
disputes.

The relation between carriers and providers
is adversarial rather than cooperative.

Complicated, misunderstood, and incon-
sistently applied rules make it difficult
for providers to submit claims properly.



.

THE SOLUTION:

Optimize the definition and understanding
| of the present Part B payment system.
(Physician & Lab Fee Schedules)

Identify and define as line items,
each existing medical action,
technology, method, and result in
concise language that is understood
by grass-roots providers and
carriers and tie each line item to a
clearly defined code or codes.

Create a communication system
for carriers and providers which
results in a uniform and proper
execution of payment rules.

Establish a monitoring system to
both determine Medicare savings and
provider benefits and acceptance.



i

THE OBJECTIVES:

Within current legislation, rules,

. and policy . .

1. Immediately reduce Medicare Part B

| payments by roughly 6% to 8% |
without reducing patient services.

2. Eliminate the potential for provider
"gaming" of the system.

3. Immediately reduce incorrect coding
and payments resulting in fewer
claim rejections, more efficient
billing, and faster collection for
providers. ‘

|

4. Establish a communication and

monitoring system to insure
continued cooperation between
HCFA, carriers and providers.



THE BASIS FOR THE PLAN

1. Most Medicare cost containment efforts are
based on global, top-down strategies and
actions. |

2. The micro-economics of individual provider
behavior often confound such efforts

3. Cost containment solutions based on field
experience and the micro-economics of
providers and suppliers will be easier to
impose and more likely to be successful

4. Venture Resources understands the
economic and operational needs of the
marketplace through daily contact with
physicians, hospitals, manufacturers, and"
healthcare consultants. -

5. We can deliver a win-win solution for
both Medicare and providers by increasing
provider operating efficiency in return for
decreased Medicare payments.
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THE PILOT PROPOSAL:

e Use Laboratory as the pilot specialty
° Dévelop required materials

o Execute program across all carriers
° Use results of pilot program to

project and extend benefits to all
medical specialties



EXAMPLE: LABORATORY SERVICES

Potential Medicare Cost Increases due to
Provider Gaming of an Imperfect System
Number Avg. Increase $Millions
per Hospital
HOSPITALS :
i < 100 beds 2300 $25,000 $ 58
! 100-300 beds 1400 $50,000 $ 70
> 400 beds 500 $150,000 $ 75
REFERENCE LABS
Small 1500 $30,000 $ 45
Reglonal 500 $250,000 $125
PHYSICIAN LABS
Smali 75000 $5,000 $375
Clinlcs/Groups 1500 $50,000 $ 75
TOTAL: $823 Million
Potential Medicare Savings from an
Optimized Payment System
Number Avg. Increase $Miliions
per Hospital
HOSPITALS
< 100 beds 2300 $ 15,000 $35
100-300 beds 1400 $ 30,000 $42
> 400 beds 500 $ 90,000 $45
REFERENCE LABS .
- Small 1500 $ 18,000 $27
' Regional 500 $ 150,000 $75
PHYSICIAN LABS :
Small 75000 $ 3,000 $225
Clinics/Groups 1500 $ 30,000 $ 45
TOTAL: $494 Million
TOTAL ECONOMIC OPPORTUNITY: $1,317 Million
|



Net Economic RlskIOpportumty
(Annuan

Example: LABORATORY

A 823 S$Million/Yr in

Potential Gaming
increases
RISK:
OPPORTUNITY: $494 Million/Yr in
savings from system
optimization and

] communications
improvement

$1,317 Million/Yr. Potential System Savings



POTENTIAL GROWTH IN LAB PAYMENTS

PLUS

GAMING
$BILLIONS

11
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THE PLAN:

l.

IDENTIFY & DEFINE each existing
medical action, technology, method
and result to a specific payment
rule and fee schedule.

. DEVELOP payment procedure ... Manuals

using common field terminology for
all procedures and services.

. IMPLEMENT (EDUCATE & TRAIN) a clear

and efficient communication program
‘to insure that HCFA, carriers and
providers understand the systEm and
use it the same way.

. CREATE a field monitoring / quality

control system to track program
savings, to update terminology and
manuals and to insure continued
smooth operation.

. COMMUNICATE with providers to insure

productivity improvement.

. EDUCATE & TRAIN HCFA to maintain

‘results.

EXTEND TO ALL PART B SECTIONS.



PROJECT FLOWCHART

Identify existing programs

Design optimized rule set -

Publish "How to Code" manuals

7

Develop carrier/provider
communication/education e
program

Implement communication
program:

To Carriers:

To providers:

Develop monitoring system

7

Coordinate
with HCFA
Carrier
Relations

Monitor program results

Use monitorihg data
to futher optimize
program




THE PROJECT SCHEDULE:

Months
from starse
START PILOT (Laboratory):

STAGE I: IDENTIFY--QUANTIFY--PROVE (70% complete)----- 2 months

Interacticn with providers and carriers
Identify $100 - $200 Millicn savings -- 1 month

STAGE Il: DOCUMENT--IMPLEMENT--EXECUTE (70% complete)- 6 months
Develop manuals and ccmmunication program

STAGE III1: MONITOR--ANALYZE--OPTIMIZE (complete)-=--=- -12 months
Institute monitoring & quality control program
Educating & Training HCFA to maintain program

START PATHOLOGY & RADIOLOGY SECTIONS: ( 6 months

TAGE I: IDENTIFY--QUANTIFY--PROVE (70% complete)----- 8 months
Interaction with providers and carriers

STAGE 1I: DOCUMENT--IMPLEMENT--EXECUTE (70% complete)-12 months
Develop manuals and ccmmunication program

STAGE 1I1: MONITOR--ANALYZE--OPTIMIZE (complete)-w-~--- 18 months
Institute monitoring & quality control program
Educating & Training HCFA to maintain program

START BALANCE OF PART B: 12 months

STAGE I: IDENTIFY--QUANTIFY--PROVE (70% complete)-----15 months
Interaction with providers and carriers

STAGE 11: DOCUMENT--IMPLEMENT--EXECUTE (70% cemplete)~-21 months
Develop manuals and communicaticon program

STAGE III: MONITCR--ANALYZE--OPTIMIZE (complete}~-—-==-~ 27 months
Institute monitoring & quality control program
Educating & Training HCFA to maintain program

o rime

WRAP-UP 21 months
QUALITY CONTROL--==mm——mm e me e e e e e e 30 months

Review systems from provider through carrier to
HCFA and back down to insure continued operation

COMPLETE TOTAL PROJECT 30 months



THE CONCLUSION:

This proposal benefits the Government,
- the providers and the patients -------
1. It results in clear, concise
- communication among HCFA, the
providers and the insurers.

2. It cleans up Government waste and
provides immediate opportunity for
significant cost savings in the
health field as a part of the admin-

- istration's health care initiative.

3. It neither requires a Congressional
initiative, nor presents any major
procedural conflicts.

4. It is a bipartisan project because it
cuts cost.

5. Hospitals & doctors will endorse it
because it improves efficiency in
the reimbursement process. -

6. Standardization and clarification of
the reimbursement codes brings

___current _saving and slows future . ... _

growth, both common to all inter-
pretations of health care reform.

7. There is no reduction in the quallty
of medical care.



