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REIMBURSEMENT
With a proactive path, medicine is still good business

By Gordon Gibbs, MD

The term “business” is defined by Miriam 
Webster Dictionary as “the activity of making, 
buying, or selling goods or providing services 
in exchange for money.” In its most basic form, 
success in business is simply making more 
money than you spend. 

When applied to the business of medicine, 
the lines of success become murky. 

Success (profitability) in any modern 
American health care business is a challenge 
because money is typically not exchanged at 
the time of service provided; it’s reimbursed by 
a third-party insurance (private or government-
run Medicaid/Medicare) at a later date.

Unfortunately, the amount reimbursed and 
the timeline for it to appear can become a gray 
area that will mercilessly run some physicians 
out of business. It’s a cash flow reality that must 
be factored when opening or running any size 
medical operation. 

Our experience with both private and 
government forms of reimbursement have 
introduced different challenges. With private 
insurance, patients must be pre-authorized and 
coverage estimates clearly explained upfront so 
the patient (the customer) can best prepare for 
any out-of-pocket expenses. 

Among colleagues in a spectrum of 
medical specialties, we’ve seen a fair share 
of resubmittals related to incomplete 
documentation, erroneous documentation or 
challenges to medical need with commercial 
insurance (think Aetna, United, Blue Cross/
Blue Shield, etc.). Once the paperwork is 
properly submitted and the patient successfully 
treated, these large insurance companies may 
take longer to reimburse but the amount is 
larger than Medicaid or Medicare, which pays 
very little but previously (and reliably) paid 
quickly. 

Medicaid/Medicare presents a different and 
far more complex set of issues. In our case, the 
unprecedented growth of “covered lives” since 
the expansion of Medicaid through Obamacare 
created a significant uptick in patient volumes 
at some of our locations. 

Because of the patient volumes and one-
sided payer mix, any hiccup to the system is 
quickly felt. Our experience has been that the 
state system that oversees and approves of their 
health care is, quite simply, overwhelmed.

In March 2017, Colorado’s Medicaid 
department deployed a complex new computer 
software to manage physician reimbursement. 
The software required providers to re-enroll 
their credentials with a new third-party 
provider, DXC Technology. More than 5,000 
providers have since enrolled and Colorado’s 
Medicaid department says it’s largely reduced 
the number of uncompensated claims.

However, we can tell a different story, along 
with many of our professional colleagues. We 
still await reimbursement for claims submitted 
when the system first went online. 

One of the “bread and butter” codes covers 
regular office visits and evaluations. The 
“E/M” codes constitute a large number of new 
patient and follow-up office visits that deal 
with documenting the patient history, doing 
a physical examination, diagnosing a problem 
and creating a treatment plan. This is where 
the doctor/patient bond is often created and 
yet, the code was mysteriously and erroneously 
disallowed by the system upon launch. 

This particular coding issue was caused by 
human error and resulted in millions of dollars 
in late or non-payment to providers around our 
state. The system was modified at the start of 

the Colorado fiscal year, as coders end-dated 
E/M codes effective June 30, causing the 
system to no longer recognize the code and 
thereby not process payment for such services. 

On the Colorado Department of Health 
Care Policy and Financing website, there are 
about 50 “resolved issues” since March. Clearly, 
there are bugs for the providers awaiting 
payment as well as for the state of Colorado 
and the DXC system. 

When reviewing other states that launched 
the same system, it can take up to 9 months 
to find some equilibrium of business. In 
the meantime, the state is offering interim 
payments to enrolled providers experiencing 
financial hardships due to problems with the 
DXC system. 

In fact, we were initially offered an interest-
free loan by Medicaid for our hardship 
amounting to about 6 percent of the amount 
due to our practice for previously provided 
services to Medicaid patients. We responded 
that it wasn’t enough. After considerable noise 
and complaining, their next attempt at making 
peace was closer to the amount needed, but still 
vastly short of the requirements of running a 
healthy business. 

The situation is broad and deep. In Colorado, 
even the hospitals are suffering. The Colorado 
Hospital Association (including 100 hospitals 
and health systems) filed a lawsuit against the 
State of Colorado on behalf of its members.

The lawsuit is currently pending in 
District Court in Denver and “asserts that 
in implementing parts of the revalidation 
system, the Department did not follow proper 
administrative procedures.” The outcome of 
this remains to be seen. In Colorado, Medicaid 
comprises the majority of the state budget 
– above transportation, education and other 
more vocal and visible topics on a politician’s 
tongue. Colorado has a goal of reimbursing up 
to 80 percent of claims by December.

Any mild complaint we had prior to March 
related to Medicaid/Medicare was quickly 
replaced by a combination of horror and all-
out protest at the train wreck that it became. 

Software glitches, a steep learning curve 
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and significant human error led to a halt in 
payments, resulting in millions of dollars of 
uncompensated claims. Without that “reliable” 
income, many health care providers (medical 
businesses) had to borrow money just to get 
by, meet payroll, purchase supplies and keep 
seeing patients. Our lenders advised us to stop 
accepting new Medicaid patients altogether. 
“This isn’t good business,” they said.

On the f lip side, commercial insurance 
does reimburse at a higher rate than our U.S. 
government programs, but it doesn’t mean 
there aren’t challenges as well. Specifically, 
credentialing and continuous monitoring of 
old and new physicians providing services can 
be difficult. 

For the most efficient reimbursement, 
it’s essential to continually touch base with 
third-party commercial insurers to validate 
the physicians that are providing services are 
appropriately credentialed in their systems, and 
that all new physicians are credentialed prior to 
providing any reimbursable services. 

By creating a quarterly monitoring or “check 
in” process with your commercial insurers, 
this may help streamline reimbursements for 
successfully completed procedures. A little 
extra time setting up a master spreadsheet and 
checking in regularly can lend to minimal (if 
any) delays in reimbursements. 

If all documentation is complete and 
adequately documented (i.e., clean claims), 
claims themselves tend to be paid within four 
to six weeks after submission. The Health care 
Financial Management Association (HFMA) 
has stated that a healthy Accounts Receivable 
for health care organizations is having Accounts 
Receivable being paid in less than 40 days for 
three consecutive years. 

With that as the standard and clinicians 
doing their homework up front to ensure the 
aforementioned credentialing and complete 
clean claim submission, then commercial 
insurers are doing their part to pay within this 
time frame and everyone is happy living up to 
expectations.

Bushwhacking through the wilderness of 
reimbursement is not for the faint of heart and 
doing one’s best for the patient and the business 
requires grit and focus. By taking a “proactive 
versus a reactive” approach, there is a path 
to a win/win for clinicians and the insurers. 
Contrary to the concerns of traditional business 
lenders and advisors, medicine can still be good 
business. VTN
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