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LETTER OF TRANSMITTAL

January 2009

House Bill 125 of the 127th General Assembly created the Advisory Committee on
Eligibility and Real Time Claim Adjudication. In Section 7 of House Bill 125, the
Advisory Committee was required to submit, to the General Assembly, a report of
its findings and recommendations for legislative action to standardize eligibility and
real time adjudication transactions between providers and payers. The Advisory
Committee convened its first meeting in July and held monthly public meetings
through December 2008.

The charge of the Advisory Committee was to study and recommend standards to
enable providers and payers to communicate electronically with each other regard-
ing patient eligibility for services. The Advisory Committee was also asked to look
at the challenges involved with real-time claim adjudication.

Through vigorous debate and discussion, the Advisory Committee reached consen-
sus on an overwhelming majority of the recommendations, although not all. The
members of the Advisory Committee agreed that additional information needed to
be gathered and that some of the issues discussed needed further study, therefore
they would like to continue working on this charge.

I respectfully submit the Report on Eligibility and Real Time Claim Adjudication.
Sincerely,

Mary Jo Hudson
Director
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EXECUTIVE SUMMARY

House Bill 125 of the 127

Ohio General Assembly required the creation of
an Advisory Committee on Eligibility and Real Time Claim Adjudication (the
Advisory Committee). The Advisory Committee’s charge was to assess and provide
recommendations to the General Assembly concerning standardizing the electronic
communications for administrative functions within the healthcare sector in Ohio,
which has the potential for significantly reducing costs. The bill specifically directed
the Advisory Committee to consider the interoperability standards that have been
created by the Committee on Operating Rules for Information Exchange (CORE).
CORE is a multi-stakeholder initiative created, organized and facilitated by the
Council for Affordable Quality Healthcare (CAQH). In addition, the Advisory
Committee was asked to advise the General Assembly regarding the adoption of
certain data elements and whether certain technologies for eligibility verification
should be recommended. The issue of when Providers may rely upon eligibility
information provided by Payors was the final issue the General Assembly asked the
Advisory Committee to discuss.

The Advisory Committee focused on the issues surrounding the exchange
of eligibility information rather than real time claim adjudication. Creating standard
rules for simple transactions such as the exchange of eligibility information is a
necessary first step to address more complicated claim adjudication transactions.
Given the current state of electronic communications in the healthcare sector, it was
premature to focus on real time claim adjudication.

The Advisory Committee heard two presentations from CAQH describing
the CORE operating rules for electronic eligibility verification between Providers and
Payors. The Advisory Committee supported the work of CORE, and recommended its
adoption. However, the Advisory Committee could not agree unanimously whether
CORE standards should be required by law, nor was there unanimous agreement on
the timeline for CORE standards to be adopted.

To complete its work, the Advisory Committee divided into three




subcommittees: Business Processes, Dispute Resolution, and Technology and
Infrastructure. The subcommittees confirmed that the technology currently exists for
Providers and Payors to exchange eligibility information electronically in a very
efficient and cost effective manner. However, significant barriers exist in other areas
which have slowed the adoption of this technology.

The Advisory Committee identified the following barriers to the widespread
adoption of CORE certified eligibility verification technology: the costs associated
with system upgrades for Payors and Providers, the time required to do so, the lack
of generally accepted national operating standards for the information exchange, the
lack of one simple agreed upon method of checking eligibility information for
Providers, and the concern regarding whether the eligibility information received
electronically is adequate and reliable.

The Advisory Committee was also unable to reach consensus on what the
current extent of incorrect eligibility information given to Providers is and exactly
what types of situations cause payments to Providers to be denied after eligibility has
been confirmed. To answer these questions, the Advisory Committee recommends
that additional data on eligibility denials and “take backs” be gathered. Shortening
the “take back” period from two years to one year was an issue the Advisory
Committee did not agree upon.

The Advisory Committee did agree that Payors could take steps to provide
eligibility information to Providers that was more accurate and Providers agreed that
there were actions they could take to promote checking eligibility electronically more
frequently. The Advisory Committee listed these agreed upon actions as best practices
that should be followed by the various stakeholders.

In order to promote the adoption of CORE rules, to continue the gathering
of information on eligibility “take backs”, to promote stakeholder adoption of best
practices and to address the technical and other questions likely to arise, the Advisory

Committee recommends that it continue in operation after January 1, 2009.

The Advisory Committee reached unanimous agreement on the following:

e  Further analysis of broadband connectivity should be undertaken.

e  Further investigation into alternative methods to provide electronic data
interchange should be undertaken. Specifically, attention should be
given to additional exploration of established data networks such as



Regional Health Information Organizations and of possible pilot
programs to help facilitate the exchange of administrative transactions.

® The Advisory Committee should continue to gather additional data on
eligibility denials and “take backs” and set the parameters for the
respective data collection.

e The Advisory Committee should continue in operation to promote
stakeholder adoption of best practices, to promote the adoption of
CORE rules, and to address the technical and other questions likely to
arise during the implementation of CORE.

e Stakeholders should not be required to include any data elements
beyond those required by CORE for electronic eligibility and benefits

verification.

e Specific information technology for personal identification, such as
smart card, magnetic strip or biometric technology was not identified or
recommended.

e Specific information technology to be used by Providers to generate a
request for eligibility was not identified or recommended.

A majority of the Advisory Committee agreed on the following recommendations

(the exact tally is included in the report):

e All the electronic administrative transactions related to healthcare
insurance eligibility verification, must be CORE Phase | and Phase 11
compliant no later than three years after the deadline for ICD-10
compliance.

e Payments made for services rendered to ineligible employees and
dependents should not be permitted to be “taken back” after one year
from the date of the original payment, if the Provider confirmed
eligibility electronically on the date of service and can demonstrate that
eligibility was verified at the time services were rendered.




The Advisory Committee agreed that the following are best practices for Payors and

Providers when applicable:

e Employers should provide updated employee eligibility information to
insurers or third party administrators (TPAs) as soon as possible
following an employee’s qualifying event and no less frequently than on
the Employer’s payroll cycle or on a monthly basis.

e Employers should include a detailed review of benefits, including a
discussion of the responsibility of the employee to promptly notify the
Employer when there is a change in the status of an employee’s
dependent, in every new employee orientation program. The
information may be provided as a written policy outlining dependent
coverage terms and conditions, or in some other fashion. It should also
clearly explain whether coverage ends on the last day of employment or
the last day of the month in which the termination occurred.

e At the time of termination of employment, Employers should again
provide every employee with information clearly identifying the last day

of coverage.

e Employers should provide updated dependent eligibility information to
TPAs/insurers as soon as possible following notice of a dependent’s
qualifying event.

e Employers, or their TPAs, should periodically, but no less often than
annually, take appropriate steps to verify dependent eligibility through
the use of tools such as dependent audits or employee surveys.

® Providers should always verify eligibility and check the insurance
identification card at the time of each patient service, when feasible.
Providers should also ask for a photo identification card if they do not
know the patient, when feasible.

e The Provider’s office staff should verify insurance eligibility both at the
time of service and when the appointment is initially scheduled, as
appropriate.

*  When deciding to purchase a new practice management system,
Providers should select a CORE certified practice management system.




Providers should ask patients at the time of service, when appropriate,
whether there has been a change in their employment, insurance
coverage or dependent status.

Providers who have reason to believe that a patient may not be eligible
for insurance or Employer coverage should arrange for payment by the
patient, as appropriate.

TPAs should provide electronic access to patient eligibility information
received from Employers within two business days of receipt, if received
electronically, and within five business days of receipt if received by
another method of transmittal.

TPAs should request Employers to update eligibility information no less
frequently than on the Employer’s payroll cycle or on a monthly basis.

TPAs should request Employers to update employee and dependent eli-
gibility information as soon as possible following an employee or depen-
dent’s qualifying event.

During the time period between the termination of coverage and the
initial election of COBRA coverage, TPAs should list the employee or

dependent as “ineligible” until the Employer receives the first COBRA

payment.

Insurers should provide electronic access to patient eligibility
information received from Employers within two business days of
receipt, if received electronically, and within five business days of
receipt if received by another method of transmittal.

Insurers should request Employers to update eligibility information no
less frequently than on the Employer’s payroll cycle or on a monthly
basis.

Insurers should request Employers to update employee and dependent
eligibility information as soon as possible following an employee or

dependent’s qualifying event.

During the time period between the termination of coverage and the
initial election of COBRA coverage, the insurer should list the employee




or dependent as “ineligible” until the Employer receives the first COBRA
payment.

Insurers should consider that the practice of extending long grace
periods to Employers to help them afford the insurance premium can
result in employees losing HIPAA protections if the Employer does not
ultimately pay premium and coverage is retroactively terminated for a

period longer than sixty-three days.

The Advisory Committee acknowledged there is much work to be done in

order to achieve real time eligibility and claim adjudication. A continued

commitment by all interested parties and stakeholders is essential to achieving this

goal.




CHAPTER ONE: INTRODUCTION

House Bill 125 (HB 125)," passed in 2008 in the 127th Ohio General
Assembly (the General Assembly), created an Advisory Committee on Eligibility and
Real Time Claim Adjudication (the Advisory Committee). The Advisory Committee
was tasked with studying and recommending standards to enable Providers® and
Payors® to communicate electronically with each other regarding a patient’s
eligibility for services. The Advisory Committee was also asked to look at the
challenges involved with real time claim adjudication.

HB 125 specifically directed the Advisory Committee to consider the
interoperability standards that have been created by the Committee on Operating
Rules for Information Exchange (CORE). CORE is a multi-stakeholder initiative
created, organized and facilitated by the Council for Affordable Quality Healthcare
(CAQH) with the goal of standardizing the electronic transmission of information in
the healthcare sector. Standardizing administrative communications can decrease
the amount of time Providers spend verifying patient eligibility information. CORE
operating rules, envisioned to be introduced in multiple phases, have begun with
exchanging basic eligibility information. As the initiative proceeds and
communication rules are standardized by agreement of all those involved in the
system, a point will come when sufficient information can be exchanged in a standard
way to enable real time claim adjudication to occur.

The Advisory Committee focused in this report on the issues surrounding the

exchange of eligibility information rather than real time claim adjudication

1
For the complete language of Section 7 of HB 125, see Appendix A-1.
2
The term “Providers” include physicians, hospitals and other healthcare professionals.

3
The term “Payors” include healthcare insurers, employers and third party administrators (TPAs).




information because eligibility rules must be created first to provide a base for the
more complicated claim adjudication communications. Given the current state of
electronic communications in the healthcare sector, it was premature to focus on real
time claim adjudication at this time.

In addition, the Advisory Committee was asked to advise the General
Assembly regarding the adoption of certain data elements listed in HB 125 and
whether certain technologies for eligibility verification should be recommended. The
General Assembly also asked the AdvisoryCommittee to discuss how to resolve
disputes between Providers and Payors when differences of opinion on eligibility
arise.

To meet the requirements of HB 125, the Superintendent of the Ohio
Department of Insurance appointed twenty-six members to the Advisory Committee
to represent various constituencies designated in HB 125. The Advisory Committee
met regularly over a six month period and discussed the elements listed in the charge
from the General Assembly and created the findings and recommendations contained

in this report.



Members of the Real Time Claims Adjudication and Eligibility Advisory Committee

Kathleen Anderson - Ohio Council for Home Care
Jeff Biehl - AccessHealth Columbus
Michelle Cadrin-Msumba — athenaHealth
Jeff Corzine - Unison Health Plan
Melissa Daniels - Aetna
Julie DiRossi/Joseph Liszak - Community Health Centers
Cathy Fuson - Delta Dental
Chris Goff/David Uldricks - Employer’s Health
Karen Greenrose - American Association of Preferred Provider Organizations
Carrie Haughawout - Ohio Chamber of Commerce
Bill Hayes — Health Policy Institute of Ohio
Lawrence Kent- Academy of Medicine of Cleveland
Christine Kozobarich — Service Employees International Union
Sue Kucinski/Dave Cook - Paramount Health Plan
Trudi Matthews — HealthBridge
Dan Paoletti - Ohio Hospital Association
Rex Plouck - Office of Information Technology
Michael Ranney - Ohio Psychological Association
Joe San Filipo - Nationwide Better Health
Ray Shealy — RelayHealth
Daniel Sylvester - Quality Care Partners
Martha Simpson - Osteopathic Physician
Jeff Vossler - Grand Lake Health System
Jim Weisent - Medical Benefits Mutual Insurance Company

James Woodward - Ohio Chiropractic Association




CHAPTER TWOo: THE COUNCIL FOR AFFORDABLE
QUALITY HEALTHCARE

A. Background
CAQH describes itself as a not-for-profit alliance of health plans and trade
associations, that seeks to simplify healthcare administration. According to CAQH,

it achieves administrative simplification by:

e Facilitating effective interactions between plans, providers and other
stakeholders;

e Reducing costs and frustrations associated with healthcare administration;

e Facilitating administrative healthcare information exchange; and

e Encouraging administrative and clinical data integration.*

CORE was formed by CAQH as a national initiative bringing more than 100
healthcare industry stakeholders together to achieve the above objectives through
the improvement of electronic healthcare information exchange (e.g., eligibility and
benefit transactions). CORE’s mission is to create “an all-Payor solution to streamline
electronic healthcare administrative data exchange and improve health plan-Provider
interoperability,”5 through the use of agreed upon business rules.® CORE operating
rules facilitate the ability for any Payor to exchange administrative information with
any Provider electronically, regardless of the technology.

CORE states that it achieves the above objectives through the development
of voluntary operating rules that complement and build upon the HIPAA-mandated
ANSI X12 standards. CORE also coordinates with other national data exchange-

related initiatives” to help make electronic administrative transactions more

4 .
CAQH website: www.cagh.org.

5
Ibid.

6 . )
Business rules are the same as operating rules.

7 Other groups working on national data exchange-related initiatives are the Certification Commission for Healthcare
Information Technology (CCHIT), the Healthcare Information Technology Standards Panel (HITSP) and the Workgroup for

Electronic Data Interchange




predictable and consistent. CORE operating rules are modeled after proven rules
which govern other industry operations such as

banking ATM transactions and airline online reservations. CORE’s vision is to
facilitate Provider access to healthcare administrative information before or at the
time of service using the software of their choice for any patient or health plan.

As an industry-led effort, CORE developed a multi-phase approach to
maximize the voluntary adoption of the operating rules by the marketplace. CORE’s
phased approach allows realistic milestones to be set and attained through a series
of incremental, achievable steps. For instance, this approach reduces the burdens
(financial, personnel, or otherwise) that may be associated with the potential system
upgrades that entities are required to implement in order to meet the CORE rules.

CORE completed and launched Phase | in September 2006 and the Phase I
rules were approved for implementation in July 2008. Although, Phase Il is a work
in progress, accordingto CORE, at this time more than thirty healthcare organizations
are Phase | certified. CORE cetrtification is a process whereby organizations that adopt
the CORE operating rules complete CORE-authorized third-party testing. The costs
associated with implementation of the CORE rules vary by organization as well as
stakeholder-type.?. CAQH, in coordination with IBM, is currently conducting a study
to measure the financial impact of Phase | rule adoption upon Payors and Providers

and expects to release the results from this study in 2009.

B. CORE Phase |

CAQH maintains that CORE’s Phase | operating rules build upon the data
exchange introduced by the Health Insurance Portability and Accountability Act’
(HIPAA). CORE Phase | operating rules set minimum requirements for the eligibility
request/response infrastructure and data elements which exceed the minimum HIPAA
requirements. Additionally, CORE adds business value to HIPAA by gaining industry
agreement on a more consistent use of these standards. Also, CORE Phase | operating
rules are an addition to, not a replacement of the HIPAA standard transactions. Any

entity requesting CORE certification must attest to HIPAA compliance as mandated by

? Stakeholder types include vendors, health plans and providers.

? Health Insurance Portability and Accountability Act, 104 Pub. L. 191 (1996).




the federal government.

The purpose of CORE Phase | is to improve, by voluntary industry consensus,
uniformity of how eligibility requests and responses are sent/received and in the data
that is included. Each additional Phase will add more information and improve the

electronic communications between healthcare entities.

C. CORE Phase Il
CORE’s Phase Il continues to increase the minimum amount of data required
to be contained in eligibility requests and responses, builds upon the requirements for

system connectivity,”

and applies Phase | rules to the request and response for the
status of a healthcare claim." The inclusion of rules for healthcare transactions
beyond eligibility demonstrates CORE’s commitment to moving the healthcare
industry toward real time claim adjudication. CORE Phase lll rules will address other

transactions such as remittance and prior authorization."

D. CORE Participation

According to CAQH, over 100 organizations participate in the CORE rule
writing process. These organizations, the Advisory Committee was told, represent a
diverse range of stakeholders (e.g., health plans, vendors, clearinghouses,
associations, Providers, government entities). Additionally, CORE has provided the
Advisory Committee with a list of CORE participating entities and/or their affiliates
that conduct business in Ohio. There are over thirty-five entities/products already
CORE Phase | certified and fourty-nine entities that are committed to implementing

or endorsing Phase 11."*

" For CORE Phase | Operating Rules Overwiew Summary see Appendix A-2.
' For CORE Phase II Operating Rules Summary Overview see Appendix A-2.
" The status of a healthcare claim is an exchange seperate from eligibility and will not be discussed.
" For CAQH'’s discussion on CORE Phase Il operating rules see Appendix A-3.
" phase Il and Beyond. CAQH Administrative SimplificationConference, September 25,2008.



Ohio-specific CORE Participation and Certification
(Refer to www.cagh.org for complete listing)

CORE Participating Organizations

*CORE-certified or **Endorsing

Health Plans
Aetna
Anthem Blue Cross and Blue Shield
WellPoint, Inc.)
AultCare
CIGNA
Humana
United Healthcare

Clearinghouses/Vendors
athenahealth, Inc.
Availity, LLC
MedAvant Healthcare Solutions
NaviMedix
RelayHealth
Siemens/HDX
SureScripts-RxHub, LLC

Associations/Providers/Others

American Academy of Family Physicians
(AAFP)

American College of Physicians (ACP)

American Medical Association (AMA)

Delta Dental Plans Association

Health Information and Management Systems
Society (HIMSS)

United States Centers for Medicare and
Medicaid Services (CMS)

United States Department of Veterans Affairs

Work Group for Electronic Data Interchange
(WEDI)

Organizations

Health Plans
Aetna
Anthem Blue Cross and Blue Shield
(WellPoint, Inc.)
AultCare
Humana

Clearinghouses/Vendors
athenahealth, Inc.
Availity, LLC
MedAvant Healthcare Solutions
NaviMedix
RelayHealth
Siemens/HDX
SureScripts-RxHub, LLC

Associations/Providers/Others
American Association of Preferred
Provider Organizations (AAPPO)
American Academy of Family Physicians
(AAFP)
American College of Physicians (ACP)
American Medical Association (AMA)
Health Information and Management Systems
Society (HIMSS)
United States Department of Veterans Affairs
Work Group for Electronic Data Interchange
(WEDI)

Statements of Support
Blue Cross and Blue Shield Association
(BCBSA

*CORE-certified organizations have implemented the CORE operating rules and have demonstrated (through a CORE-authorized
testing process) the ability to conducttransactions in accordance with CORE operating rules. CORE-certification is paired with CORE
Policy that prescribes a complaint submission and resolution process to address a CORE-certified entity’s operating rule adherence.
**Qrganizations that do not use, create or transmit eligibility transactions can officially support CORE through endorsement,

e.g., the AMA.

According to CAQH, in addition to Ohio, CORE’s voluntary, nationally
coordinated approach to improving interoperability between health plans and
Providers is being recognized in Virginia, Washington, Wisconsin, Texas and
Colorado. CORE believes that as the adoption of its operating rules continues, the
transition to a more transparent and efficient healthcare system will become more
evident by the “all-Payor” solutions made possible by the uniform information

exchange framework that CORE’s operating rules deliver.

[]




CHAPTER THREE: CURRENT STATE
OF AFFAIRS IN OHIO

A. Standards/Operating Rules

In 1996, HIPAA was enacted. Subtitle F of HIPPA entitled “Administrative
Simplification,” enumerates the types of healthcare information allowed to be
exchanged over the Internet, electronically.

CAQH launched CORE in 2005 to develop national operating rules to
improve the process for the exchange of eligibility and benefit information. CORE’s
operating rules (CORE’s rules) add value and create consistency in HIPAA's
standards through an increase in the amount of data included in an electronic
eligibility response. To explain the necessity of adding CORE’s rules to HIPAA's
standards, a simple analogy may help.

Think of HIPAA as a street. HIPAA’s standards dictate the width of the street,
how many lanes it has, and where traffic lights should go. The HIPAA standards do
not explain what side of the road to drive on, what the different colors of the traffic
light represent or what the speed limit is. Now, think of CORE as the “rules of the
road.” These rules require everyone to drive in the same direction depending on the
lane, stop at a red light and go on a green. These rules also include a speed limit.
Operating rules similarly establish a reliable and uniform level of compliance to a
given system. In the case of insurance eligibility and benefit verification, CORE’s
operating rules seek to create a predictable and consistent amount of information to
be exchanged between Payors and Providers to facilitate payment.

To assist in the implementation of HIPAA’s standards, the American National
Standards Institute (ANSI) wrote the ANSI X712 004010A Implementation Guide (the
4010A)." The 4010A explains the standards that are required to be HIPAA
compliant and explains that “there are 2 levels of scrutiny that all electronic

transactions [exchanges] must go through.”'® These levels of scrutiny are described

" The 4010A explains the necessary data contained in an eligibility verification, who creates and responds to an eligibility
verification, and the required system capabilities to execute a HIPAA complaint eligibility verification.

' Electronic Data Interchange Transaction Set Implementation Guide: Health Care Eligibility Benefit Inquiry and Response.
American National Standards Institute, March 2003.



as follows:

e First is standard compliance. These requirements MUST be completely
described in the Implementation Guides for the standards, and NOT
modified by specific trading partners.

e Second is the specific processing, or adjudication, of the transactions in
each trading partner’s individual system."”

HIPAA’s standards for an eligibility determination only require it to contain
the subscriber’s name, current insurance status and dependent name (if applicable).
Additional information such as amounts of co-pay, coinsurance or base deductible
amount may be included at the Payor’s discretion. Payors and Providers on the
Advisory Committee believe that the amount of information required is too limited.
In order to ensure that additional information will be exchanged, the 4070A
recommends supplementary trading partner agreements that enable Payor and
Provider systems to operate successfully together. A successful data exchange would

be an instance of interoperability.'®

B. Technology

Currently insurance eligibility and benefit verification in Ohio is a voluntary
process for Providers. Many Providers still verify eligibility using labor-intensive
methods such as the phone or the Internet. These methods require minimal IT
investment and little to no additional training. Many smaller practices utilize these
methods of verification for this reason. This information was provided by members
of the Advisory Committee.

With no requirement to upgrade current computer systems or purchase new
hardware, the phone is viewed by many Providers as an inexpensive means of
eligibility information exchange. CORE states that the labor costs associated with

19

phone verification for a Provider exceeds more automated methods.”” The average

Ibid.
The healthcare industry would not be the first to create and utilize national standards for interoperability. For example,

the financial industry first addressed the idea of national interoperability standards in the early 1970s. Responding to an
increase in the use of bank checks by consumers, a group of bankers formed the Special Committee on Paperless Entries
(SCOPE) to explore the technical, operational, and legal framework necessary for banks to operate successfully together.
SCOPE laid the groundwork for what would become the Automated Clearing House (ACH) Association, which began
operation in 1972. In 1974, the National Automated Clearing House Association (NACHA) was formed to coordinate the
individual ACH associations. The NACHA and the Federal Reserve System then worked together to link the local and re
gional ACHs. The work of SCOPE and NACHA eventually led to a nationally interoperable banking network where
financial transactions from across the country can be completed regardless of a transaction origin or destination.

19 ) . . ;
For more information regarding average labor costs see Appendix A-4.




labor cost for an eligibility determination over the phone is approximately $2.70.%
There is also a cost to the Payor who must have an employee answer the calls
regarding verification requests. For this reason many Payors have moved their
eligibility information to web portals,?’ which allow Providers to access them via the
Internet.

Payors have realized benefits with the increased accessibility and lower costs
associated with the Internet.”” This has resulted in many offering access to patient
eligibility and benefit information through web portals. These eligibility access points
are Internet websites created by either a single Payor or multiple Payors to display
their policyholder’s eligibility and benefit information over the Internet. Providers are
able to access these portals with minimal IT commitment (usually just a computer and
an Internet browser) and are able to search for eligibility and benefit information using
the patient’s name or a Payor oriented patient identification number. This method of
making an eligibility determination does not require the Provider to rely on the Payor
to answer and confirm searches, thus yielding quicker results. The average labor cost
per web portal transaction is $1.37.% Additional, savings can be associated with the
level of automation offered by web portals. However, search parameters differ
between portals requiring some Providers to go to multiple portals for eligibility
verification. Other Providers may still have to make a phone call to the Payor if they
are unable to confirm a patient’s eligibility information. For these reasons some
Payors have chosen to develop a similar level of automation through the phone.

Interactive Voice Response (IVR) systems allow Providers to use the phone to
call a dedicated number to connect them to a Payor’s computer system. Instead of
using a computer to search a website with few instructions on how to search for
specific patients, the Provider is channeled through a different automated search
method. When a Provider calls the IVR number, they are guided through the search
with voice prompts explaining each step of the process. The average labor cost per
IVR transaction is $0.88, largely due to the combination of computer resources and
well-developed instructions steering Providers through the eligibility verification

process.24

0 Presentation to the Ohio Advisory Committee on Eligibility and Real Time Claim Adjudication. CAQH, July 2008.

I December, America’s Health Insurance Plans chose Ohio and one other state to participate in a single, multi-Payor portal
pilot program. Focusing on eligibility determinations, the pilot program’s aim is to develop either a single log-in process
or an Internet portal where Payors and Providers are able to exchange eligibility information simply. The pilot will focus on
determining Provider office satisfaction with a multi-Payor solution, the possible administrative savings that could be
achieved by Payors and Providers, as well as the amount of integration and connectivity between Payors and Providers.

2 Presentation to the Ohio Advisory Committee on Eligibility and Real Time Claim Adjudication. CAQH, July 2008.

% Ibid.

* Ibid.



If eligibility information is not complete, the Provider may still be required to
speak to a person by telephone or may choose not to verify eligibility at all. With each
of these labor-intensive methods, verification requires very little investment in the
front end, yet labor costs diminish those savings. As reported in the proposed HIPAA
Electronic Transaction Standards Rule,”> the Department of Health and
Human Services (HHS) contracted Gartner, Inc. (Gartner) to assess the costs and
benefits associated with labor-intensive methods of eligibility verification.

Gartner determined that the average labor-intensive eligibility search takes
approximately five minutes per patient. With the average annual compensation
package (salary plus benefits) for a Provider billing specialist being $60,000/year,
Gartner estimated the average labor-intensive eligibility search costs a Provider $2.40
per patient.”® For a single physician family practitioner who sees an average of

eighteen patients per day,”’

ninety minutes of their time is spent verifying eligibility
and costs the Provider $43 per day.
Using this as a daily average, calculations for weekly, monthly and yearly
costs are estimated as:
1.5 hours and $43/day
7.5 hours and $215/week
30 hours and $860/month

360 hours and $10,320/year

These numbers represent the time and cost associated with making eligibility determi-
nations for a single Provider seeing an average of eighteen patients per day. For a five
physician practice with each physician seeing an average of eighteen (18) patients per

day, the estimated costs are.

7.5 hours and $215/day
37.5 hours and $1,075/week
150 hours and $4,300/month
1,800 hours and $51,600/year

% 45 CFR Part 162, August 22,2008.

2 .
Ibid.

%" The Characteristics of Office Based Physicians and Their Practices: United States, 2005-2006. The Centers for Disease
Control and Prevention.




These figures indicate that, as practices grow and physicians are added, labor-
intensive eligibility verification becomes less efficient and more costly. For these
reasons many Payors and Providers have tried to integrate their administrative
software with each other to create an automated answer to eligibility verification.

The answer to automated eligibility verification is the HIPAA electronic
eligibility request and response, otherwise known as a 270/271 exchange. In order to
utilize the 270/271 exchange, both Payors and Providers must convert their
systems to comply with the HIPAA electronic standards found in the 4010A.*® Many
larger Providers, especially hospitals, employ 270/271 exchanges in response to the
large volume of patients seen daily. This method of verification requires both the
Provider and the Payor to have compatible administrative software that connects over
the Internet. Providers use practice management software to manage the
administrative portion of their practice. When the practice management software is
compatible with the Payor systems using 270/271 interoperability standards,
eligibility requests are generated automatically, without human intervention or a
dditional data entry. The Payor’s software then finds the relevant information and
sends an automated, electronic response back to the Provider, directly into the
Provider’s practice management software. Labor costs are drastically reduced
because the search is completely automated, only requiring one computer to
communicate with another computer. The average labor cost per 270/271
transaction is approximately $0.25.%°

Unlike the labor-intensive methods of eligibility verification, 270/271
exchanges require front end costs that differ depending on the type of healthcare
entity. In the same cost assessment performed by Gartner, the estimated cost for

upgrading each respective entity’s system to be able to handle 270/271 was

calculated.

Healthcare Entity Estimated Average Cost for 4010A Conversion
Hospitals $808,639.83
Physician Offices $9,286.06
Private Health Plans $4,563,433.78
All Government Health Plans™ $1,260,000,000.00
Clearinghouses $771,604.94

" Foran explanation of 40710A refer to Chapter 3 (A): Standards/Operating Rules.
*® presentation. CAQH, July 2008
* The estimated cost for government health plans would be displaced over all federal and state plans. This dollar amount is

not an average.



The price variation seen among healthcare entities is directly related to the number of
Payors with which Providers need to interface and the number of systems that need
to be converted. A physician’s office may only need one computer that can handle
270/271 exchanges. In contrast, hospitals, because of their size, usually require
multiple computer systems, all requiring a conversion to handle 270/271 exchanges.
The same is true for private health plans with multiple systems all requiring 4070A
conversion. Due to these upfront costs, many entities choose not to invest in
conversion. For those who choose to move forward, savings can be discovered.?’
According to the Gartner methodology, a five physician practice that sees
ninety patients per day would require ninety minutes for eligibility verification at a
cost of $22.50. For the five physician practice, labor-intensive verification would
take seven and a half hours to verify eligibility and cost $216. Comparing the costs of

labor-intensive verification versus the use of 270/271 exchanges, the possibilities for

a return on investment can be seen:

Labor-Intensive Methods Use of 270/271 Exchange
$216/day $22.50/day
$1,080/week $112.50/week
$4,320/month $450/month
$51,840/year $5,400/year

The above values are estimates and do not represent actual return on investment. The
chart does, however, illustrate the cost differences between labor-intensive methods

and automation.

C. Eligibility and Benefits Verification Issues
The Ohio State Medical Association (OSMA), the Academy of Medicine of
Cleveland and Northern Ohio (AMCNO), the Ohio Psychological Association (OPA)
and the Ohio Council for Home Care (OCHC) sent surveys to their respective
members requesting information on their eligibility determination practices.”> The
survey responses provided valuable insight into the reasons why many Providers

choose not to verify in some instances or all of the time.

*' For additional information regarding possible savings refer to Appendix A-5.
* For the complete survey conducted by OSMA, AMCNO, and OCHC see Appendix A-6. For the complete
survey conducted by OPA, see Appendix A-7.




The survey results revealed that a large percentage of Providers do not verify
eligibility some or all of the time due to a lack of available time. For some the lack
of time is due to their method of verification. Time on the phone, either on hold or
waiting for a response, takes too long for some Providers. Others stated that their
practices have limited staff and the benefits of verification do not outweigh the loss of
employee time. Providers also noted that their current technology is inadequate and
the cost of upgrading is too high.

Another issue identified in the survey was the perceived inaccuracy of the
eligibility information received from Payors. Some Providers commented that while
they had verified eligibility at the time of service, six months later they were informed
that the information was incorrect. In these instances the end result is an invalidation
of a Payor’s previous payment, also known as a “take back”. The issue of “take backs”
including concerns regarding the accuracy of the information gathered in the Provider

surveys will be discussed later in the report.




CHAPTER FOUR: HB 125 ADVISORY
COMMITTEE SUBCOMMITTEES

The Advisory Committee created three subcommittees to address the charge
in HB 125: the Business Processes Subcommittee, the Technology and Infrastructure

Subcommittee and the Dispute Resolution Subcommittee.

A. Business Processes Subcommittee

The purpose of the Business Processes Subcommittee (the subcommittee) was
to identify the barriers to Providers using electronic eligibility verification within a
private practice setting.

The subcommittee discussed how frequently electronic eligibility verification
is used by Providers. It was acknowledged that products and services for electronic
eligibility verification including practice management software are currently
available. However, these systems are not being utilized by the vast majority of
Providers because of the expense to interface them to all the different Payors. Experts
from athenaHealth believe that many of their Provider clients who have purchased
practice management systems with an electronic eligibility verification function do
not use this capability.*?

The most significant barrier to electronic transactions is the cost of
implementation. Another barrier is the absence of a uniform way to check eligibility
between Payors and Providers. If office staff must log into a different website and
provide different information to each Payor in a different format, checking eligibility
becomes cumbersome. Providers want to invest once in a system that will be

uniformly used across the country. Subcommittee members agreed that the adoption

* For further information provided by athenaHealth, see Appendix A-8.




of CORE standards in Ohio would be a good beginning toward creating a uniform
method to verify eligibility.

Providers want to collect the right amount of money from patients with
coverage under high-deductible health plans. Currently, the information provided by
electronic eligibility verification is insufficient for this purpose.

Finally, office staff may not be accustomed to questioning patients about their
eligibility. Office staff will need training if new practice management software is
purchased by the Provider. While this may be an initial barrier, it could be eliminated

with the development of best practices and adequate training.**

B. Technology and Infrastructure Subcommittee

The Technology and Infrastructure Subcommittee (the subcommittee) was
created to address issues related to the development, adoption and maintenance of
the systems necessary to utilize CORE’s operating rules. In doing, so the
subcommittee assessed the Internet connectivity in Ohio, the current software being
used, and other national standards poised for adoption in the near future.

The subcommittee first assessed the extent of broadband®® connectivity
across the state. Providers in Ohio need to be connected to the Internet to
accommodate electronic requests for and responses to eligibility and benefit
information. With the help of the Ohio Department of Administrative Services (DAS),
OSMA and ConnectOhio, the subcommittee was able to overlay a map of licensed
physicians and hospitals with the currently available statewide concentration of
broadband access.>® The overlay revealed very few physicians without access. The
subcommittee concluded that access to broadband did not pose a barrier to the
adoption of CORE'’s operating rules. As a consequence, the subcommittee agreed
that the larger hurdle to adoption would be upgrading many of the healthcare
industry’s current systems to be CORE compliant.

The subcommittee and Advisory Committee recognized that upgrading
computer systems could impose hardships on smaller Payors and Providers, some of

who utilize out-dated practice management software systems or no systems. Vendors

34 . . . .
Best practices are addressed in the Final Recommendations.
35 )
Broadband refers to the cable and DSL Internet connection.
36 . .
To view the overlay maps see Appendix A-9.



that develop practice management software systems pointed out that rewriting their
software could be costly.

In order for practice management software systems to comply with CORE’s
operating rules, they must be capable of including more eligibility and benefit
information in their requests and responses. The subcommittee agreed that there
would be an upfront cost to the development and conversion to CORE practice
management software systems, with the adoption of nationally recognized operating
rules, future costs would decrease. The hope is that with only one standard to use,
future confidence in adopting technology would increase and the fear of purchasing
the wrong software would be mitigated.

One possible catalyst for the healthcare industry’s adoption of nationally
recognized operating rules could be federally mandated improvements to HIPAA’s
electronic standards. HHS has proposed a new version of HIPAA’s electronic
standards that would refine and improve many of the eligibility standards originally
addressed by HIPAA in the 4070A. The new HIPAA'’s standards are the ASC X712
Version 005010 (the 5010).>” Many of the improvements made by the 5070 were
anticipated and have been incorporated in the development of CORE’s Phase |
operating rules. The subcommittee recognizes that the required adoption of the new
5010 standards by April 2010 will necessitate a software upgrade and the result may
be simultaneous adoption of CORE Phase | by many entities. This simultaneous
adoption could be accomplished if all software upgrades written to be 5070
compliant also adopt the minimal extra requirements for CORE Phase |. Conversely,
every healthcare entity that is already CORE Phase | certified would only need to

make minimal system changes to become 5070 compliant.

C. Dispute Resolution Subcommittee
The Dispute Resolution Subcommittee discussed the disputes that arise when
Providers check eligibility at the outset and the eligibility information is not accurate.
The subcommittee agreed that there were both avoidable and unavoidable situations
when a Provider checks eligibility, provides services, and then is not paid or must

return payment because the patient was not eligible at the time of service. The
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The 5010 is the newest version of the 40710A. The 5010 requires additional data elements and improved system

capabilities. The 5070 has not become a final rule as of August 22, 2008, meaning that compliance is not yet required.




subcommittee identified the following types of situations in which incorrect eligibility
information can lead to the Payor requesting reimbursement from the Provider,

commonly referred to as a “take back”:

e Termination of employment or reduction in hours of an employee;

e Termination of dependent eligibility because of a “qualifying event” such
as a divorce from the employee or an employee’s child reaching the
limiting age of coverage;

e Retroactive termination of coverage for an entire Employer group for
failing to pay for the premium after an extended grace period; and

e Patient fraud.

In order to determine how frequently “take backs” occur, some subcommittee
members surveyed their memberships. The survey conducted by Providers®® showed
that 58% of physicians had, at least on one occasion, verified eligibility and were
subsequently requested to return the payment for a service rendered; for 76% of this
group, this has happened less than 5% of the time. The percentages are
significantly higher for home healthcare Providers and psychologists. The Ohio
Association of Health Plans (OAHP) also surveyed its members.*® OAHP’s
survey showed that 6% of payments made to Providers involved “take backs” which
were less than the amount claimed by the Providers. There was a lack of consensus
within the subcommittee whether or not the various surveys taken by the Advisory
Committee members accurately captured the extent and cause of “take backs.” There
was general agreement that additional data gathering by neutral parties who were
experienced at conducting precise surveys would be beneficial.

The subcommittee also discussed questions posed by the General
Assembly concerning how eligibility disputes could best be resolved. The
subcommittee noted that the underlying dispute is not actually over eligibility,
but rather over who assumes the risk for the billed services based upon incorrect

eligibility information. Currently, the risk falls entirely on the Provider.

3 Health Care Providers’ Survey. OSMA, AMCNO, and OCHC, October 22,2008.
* For the complete questionnaire conducted by OAHP see Appendix A-10.



The subcommittee discussed ways in which they could share the risk of
eligibility inaccuracies. One idea, proposed by Providers, but not agreed to by
Payors, was to shorten the time period in which Providers could be required to return
payment for services if it turned out, after the fact, that the patient was ineligible for
coverage. Currently, Ohio Revised Code 3901.388 permits Payors to initiate payment
recoveries from Providers up to two years after payment is made. Providers suggested
that if this time period were shortened only for Providers who could demonstrate
evidence that they had verified eligibility electronically on the date of service, it would
encourage Providers to adopt electronic eligibility verification systems. Furthermore,
it was suggested that this also would create an additional financial incentive for
Employers to provide more timely and accurate eligibility information.

The subcommittee discussed changing the “take back” period. Providers
initially requested that the time period be shortened to sixty days. Employers pointed
out that they cannot always determine eligibility status within this timeframe and
pointed to situations such as the fact that federal COBRA*® law provides notice and
employee election timeframes that exceed sixty days. Employers emphasized they
must rely upon employees for dependent coverage information. The subcommittee
discussed whether there should be a different time period for employee “take backs”
than for dependent “take backs”. Insurers voiced concern that this might cause
administrative difficulties if there were different time periods after which “take backs”
would not be allowed depending upon the type of ineligible member.

Members of the subcommittee noted that the timeframes for “take backs”
were first enacted in 2002 with the passage of Senate Bill 4, also known as the prompt
pay statutes.*’ Insurers took the position that the timeframes for one aspect of the
current prompt pay structure should not be changed unless the entire prompt pay
structure was re-examined. Payors did not agree that there should be a shorter
timeframe than the current two years.

The subcommittee explored the idea of establishing a reciprocal time period
for adjustments to claims based on eligibility information. By way of example, if

Providers were limited by contract from adjusting bills after a certain period of time,

*° Consolidated Omnibus Budget Reconciliation Act, 99 Pub.L. No. 272 (1985).
*! Ohio Revised Code 3901.38 et seq. (Prompt payments to health care providers).




Payor “take backs” should be limited to the same time period. Members of the sub-
committee indicated that these types of contractual provisions are not uncommon
in contracts entered into by larger Providers, but would be more difficult for smaller
Providers to negotiate.

Employers contended that it is more appropriate for the “take back” risk to
stay with the Providers because they are in a better legal position to recover from the
patient who received services, and that Employers may be barred under the Supreme
Court’s decision in Great-West Life & Annuity Ins. Co v. Knudson,** from recovering
for medical expenses from an employee. However, more recent Supreme Court and
Sixth Circuit decisions have expressed different views suggesting relief is available to

plan fiduciaries seeking reimbursement from unjustly enriched beneficiaries.*

534 U.5. 204 (2002).
- Sereboff v. Mid. Atl. Med. Servs., 547 U.S. 356 (2006) and Gilcrest v. Unum Life Insurance Co. of America, 2006 WL
1582437 (S.D. Ohio 2006).

[]



CHAPTER FIVE:

FINAL RECOMMENDATIONS
AND BEST PRACTICES

Based in part on recommendations made by the three subcommittees, the

Advisory Committee developed a set of recommendations and best practices which,

for the most part, received unanimous approval. A discussion of these recommenda-

tions and best practices of the Advisory Committee follow.**

A. CORE Recommendations

1. A majority of the members of the Advisory Committee recommend that

all electronic administrative transactions related to health care insurance

eligibility verification, must be CORE Phase I and Phase Il compliant no

later than three years after the deadline for ICD-10 compliance. **

For (13)

Trudi Matthews
Michelle Cadrin-
Msumba

Christine Kozobarich
Dan Paoletti

Dan Sylvester
Kathleen Anderson

Woody Woodward
Kathie Fuson
Martha Simpson
Michael Ranney
Rex Plouck
Lawrence Kent

Ray Shealy

HealthBridge
athenaHealth

SEIU

OHA

Quality Care Partners

Ohio Council for
Home Care

OSCA

Delta Dental

Osteopathic Physician

OPA

oIT

Academy of Medicine
of Cleveland

RelayHealth

4.

Against (7)

Michelle Daniels
Jim Weisent

Karen Greenrose
Dave Uldricks
Carrie Haughawout

Jeff Corzine
Dave Cook

Aetna

Medical Benefits
Mutual

AAPPO

Employer’s Health

Ohio Chamber of
Commerce

Unison

Paramount

* For opinions submitted by America’s Health Insurance Plans, the Ohio Chamber of Commerce, and AMCNO, the OSMA

(2) and the insurers (AAPPO, Aetna, Delta Dental, Paramount, and Unison Health Plan) refer to Appendix A-11, A-12, (A-14
and A-15) and A-16, respectively.

# The final rule for ICD-10 has not been published. The date for required compliance, therefore, has not been definnitively

established.




Not Voting: Jeff Vossler (Joint Township District Memorial Hospital), Joe San
Filippo (Nationwide Better Health), Joseph Liszak (Community Health Services),
Jeff Biehl (AccessHealth Columbus), Bill Hayes, (Health Policy Institute of Ohio).

The Advisory Committee agreed that CAQH’s CORE initiative represented
the most advanced national effort to standardize electronic administrative
transactions in general. The Advisory Committee further agreed that promoting the
adoption of CORE standards was ultimately to the advantage of all segments of the
healthcare industry. There was disagreement about whether the adoption of CORE
standards should be mandated by law, thus resulting in some no votes.*®

Those Advisory Committee members who recommended that all electronic
administrative transactions be CORE Phase | compliant within the three year period
supported the adoption of CORE operating rules by all parties. They believe that
HIPAA will require companies to upgrade existing technologies and software or
purchase entirely new systems in the next few years and that CORE adoption should
be included in the upgrade or new software purchases. Particular mention was made
of the fact that the required conversion to the HIPAA 5070 form by 2010 would in
essence make entities CORE compliant because of the extensive overlap in
requirements.

The Advisory Committee members opposing the adoption of this
recommendation did not agree that adoption of CORE should be mandated by law.
These members believe compliance with CORE should be voluntary. The larger
national entities have, by and large, already adopted CORE and it is the smaller,
regional Payors and Providers who have yet to do so. Concerns were raised
regarding the possible financial hardships that requiring CORE compliance could
present. Payors voiced their concern that setting a certain date by which compliance
must be achieved would be burdensome at a time when Payors will be required by
federal law to comply with the 5070 by April 2010 and the ICD-10 as early as
October 2011.

2. The Advisory Committee recommends that stakeholders should not be
required to include any data elements beyond those required by CORE

for electronic eligibility and benefits verification.

The data elements required by CORE’s Phase | operating rules exceed those

** For opinions provided by Athem and Medical Mutual of Ohio (MMO), refer to Appendix A-17 and A-18, respecitively.



currently required by HIPAA and each subsequent CORE phase will add more data
elements.””  The approach adopted by CORE is intended to prevent undue burden
on entities who may have limited resources to upgrade their systems to offer a long
list of required data elements. The data elements included in HB 125 exceed CORE’s
required data elements for Phases | and Il. Following the requirements of CORE will

allow Ohio to develop in accordance with and be consistent with national efforts.

B. Technology Recommendations
1. The Advisory Committee does not recommend any particular
information technology for personal identification, such as smart card,

magnetic strip or biometric technology.

Smart cards are in use today by a limited number of Payors (e.g., Humana,
United Health Care) and both these Payors and their Providers invested heavily into
incorporating this technology into their business processes. With the generally short
lifetime of new technologies, the Committee chose not to recommend any particular
technology since it might become outdated by the time compliance is achieved.
Advances in nanotechnology and biometrics®® illustrate just a few alternative systems
that are currently in testing phases and which may be more cost effective in the near

future.

2. The Advisory Committee does not recommend any particular
information technology to be used by Providers to generate a request for

eligibility.

The Advisory Committee recognized that some entities within the healthcare
industry will not have the capital to invest and reinvest in IT resources if standards
and rules continue to fluctuate. In order to guarantee the highest level of adoption
of new IT resources, the industry must possess firm standards and operating rules to
build systems around. The Advisory Committee concluded that it is premature to
recommend any specific hardware/software because electronic eligibility verification

is in its infancy.

Y For CAQH's comparison of HB 125’s data elements with CORE and HIPAA, refer to Appendix 19.
@ E.g., fingerprints, retinal scans, gate recognition.




3. The Advisory Committee recommends that further analysis of broad-

band connectivity be undertaken.

Currently, access to broadband Internet across the state is roughly at 95%.
When all entities are required to perform electronic transactions, there may be

greater access to broadband.

4. The Advisory Committee recommends that further investigation into
alternative methods that provide electronic data exchange be
undertaken. There should be specific attention focused toward
additional established data networks such as Regional Health
Information Organization’s and possible pilot programs that may help

facilitate electronic administrative transactions.

Utilizing existing electronic networks, clearinghouses*® and private funding
may assist Ohio in creating a more comprehensive network to facilitate the exchange
of electronic administrative information. With many private organizations develop-
ing networks for the exchange of clinical data,®® it may be possible to incorporate
administrative information into the mix to create a complete network with the ability

to provide a complete exchange of all necessary patient information.

C. Dispute Resolution Recommendations
The Advisory Committee recognized that it is not realistic to believe that
patient eligibility information can be accurate 100% of the time. Therefore, the
discussion focused on ways to promote increased reliability of eligibility
information. The Advisory Committee agreed that all parties could take actions
designed to increase the accuracy and timeliness of patient eligibility information
relied upon by the Providers. Toward this end, the Advisory Committee identified the

following best practices for the parties involved in eligibility determinations.
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1. The Advisory Committee recommends the following best practices for

Employers:

a. Employers should provide updated employee eligibility information
to TPAs/insurers as soon as possible following an employee’s qualifying
event and no less frequently than on the Employer’s payroll cycle or on a

monthly basis.

The accuracy of Employer health plan eligibility information begins with
the Employer. Employers provide eligibility information to TPAs/insurers which is
checked by Providers to determine whether patients are eligible for benefits. When
an employee is terminated or becomes ineligible for coverage, Employers should
communicate this change to their TPA/insurer. There may be situations when an
Employer retroactively terminates an employee, such as when an employee stops
coming to work, which may cause eligibility information to be inaccurate for a
period of time. Generally, when an Employer terminates an employee, notice should
be given to the TPA/insurer as soon as the Employer updates its payroll, but no less
frequently than once a month.

If an Employer extends coverage to terminated employees until the end of
each month and the Employer is able to notify the TPA/insurer prior to the end of the
month, eligibility information regarding this employee should always be accurate. In
cases where the Employer does not provide coverage beyond the date of employment
termination, and if the Employer does not notify the TPA/insurer for a period of thirty
days or more, there is potentially a significant period of time following termination
during which the TPA/insurer will be providing inaccurate eligibility information to
Providers. Employers should take steps to minimize the amount of time that

eligibility information is not accurate.

b. Employers should include a detailed review of benefits, including a
discussion of the responsibility of the employee to promptly notify the
Employer when there is a change in the status of an employee’s
dependent, in every new employee orientation program. The information
may be provided as a written policy outlining dependent coverage terms
and conditions, or in some other fashion. It should also clearly explain
whether coverage ends on the last day of employment or the last day of

the month in which the termination occurred.




Employers must rely upon employees to notify them of changes to a
dependent’s status. Employers should be sure that new employees understand their
obligation to notify the Employer of these changes in a timely fashion. In order to
save Employers from the cost of paying premiums for ineligible dependents and from
the administrative costs associated with undoing an eligibility error, Employers should
take all necessary steps to discover this information as soon as possible. Employees or
their dependents who work for Employers with twenty or more employees are
currently required by COBRA to notify the Employer of the qualifying event within
sixty days in order to be eligible for COBRA continuation coverage. In addition,

orientation materials should clearly explain when coverage ends.

c. At the time of termination of employment, Employers should again
provide every employee with information clearly identifying the last day

of coverage.

Even though an Employer may have informed an employee at the time of hire
whether coverage ends on the date of termination or at the end of the
termination month, the Advisory Committee recommends that this information be
clearly provided to an employee again at the time of termination. The Consumer
Services Division of the Ohio Department of Insurance has heard from many
employees who sought medical care in reliance upon the mistaken belief that their
insurance coverage extended until the end of the month in which employment was

terminated.

d. Employers should provide updated dependent eligibility information
to TPAs/insurers as soon as possible following notice of a dependent’s

qualifying event.

The Advisory Committee considered the situation involving a “qualifying
event” of the employee’s dependent. Employers are aware of the reasons that trigger
a “qualifying event” for a spouse or child, such as the employee’s termination from
employment, but there are some situations in which the Employer must rely upon
the employee to give notice that the event has occurred. The two situations most
frequently encountered are divorce and an employee’s child reaching the limiting

age for coverage. The Advisory Committee recognized the difficulty Employers may



have in obtaining this information in a timely fashion and therefore recommended
that the Employers’ responsibility to notify the TPA/insurer should be triggered when

the Employer receives notice of the change in dependent status.

e. Employers, or their TPAs, should periodically, but no less often than
annually, take appropriate steps to verify dependent eligibility through

the use of tools such as dependent audits or employee surveys.

It is in the best interests of Employers, TPAs/insurers and Providers to not
have ineligible dependents on Employer rolls for long periods of time. Although it is
sometimes difficult for Employers to discover ineligible dependents, there are actions
Employers should take to do so. For example, Employers can audit dependent status
and thereby reduce their health care costs. A 2004 Wall Street Journal article stated
that between 10% - 15% of employees had an ineligible dependent on a company
health plan.” The Ohio School Employees Health Care Board has included
undertaking a dependent audit as a best practice standard for all school districts.”> A
less costly option for Employers is to survey employees about changes to dependent
status. Employers may also verify dependent eligibility at the time of annual open

enrollment, if they do not do so currently.

2. The Advisory Committee recommends the following best practices for

Providers:

a. Providers should always verify eligibility and check the insurance
identification card at the time of each patient service, when feasible.
Providers should also ask for a photo identification card if they do not

know the patient, when feasible.

b. The Provider’s office staff should verify insurance eligibility both at the
time of service and when the appointment is initially scheduled, as

appropriate.

o Fuhrmans, To Stem Abuses, Employers Audit Workers” Health Claims, Wall St. J., Mar. 31, 2004, at B1.
*2 OAC 3306-2-03 (D), effective January 1, 2009. For the compelte document, refer to Appendix 21.




c. When deciding to purchase a new practice management system,

Providers should select a CORE certified practice management system.

d. Providers should ask patients at the time of service, when appropriate,
whether there has been a change in their employment, insurance

coverage or dependent status.

e. Providers who have reason to believe that a patient may not be eligible
for insurance or Employer coverage should arrange for payment by the

patient, as appropriate.

3. The Advisory Committee recommends the following best practices for
Third Party Administrators (TPAs):

a. TPAs should provide electronic access to patient eligibility information
received from Employers within two business days of receipt, if received
electronically, and within five business days of receipt if received by

another method of transmittal.

b. TPAs should request Employers to update eligibility information no less

frequently than on the Employer’s payroll cycle or on a monthly basis.

c. TPAs should request Employers to update employee and dependent
eligibility information as soon as possible following an employee or

dependent’s qualifying event.

d. During the time period between the termination of coverage and the
initial election of COBRA coverage, the TPA should list the employee or
dependent as “ineligible” until the Employer receives the first COBRA

payment.

COBRA allows thirty days from the date of the employee’s termination of
employment for the Employer to notify the plan administrator of this “qualifying
event”. The plan administrator then has an additional fourteen days to give notice
of COBRA rights to the employee, after which the employee has an additional sixty
days in which to elect and pay for COBRA coverage. In light of these mandatory time



frames, an Employer may not know if the employee will choose COBRA coverage
for a total of 104 days after the termination of employment. The COBRA time period
for a dependent is even longer because if starts with an additional thirty days for the
employee or dependent to notify the plan administrator of the “qualifying event”.
Because the actual take-up rate for COBRA coverage is small, the Advisory Group
recommends that TPAs list the COBRA eligible employee as ineligible from the first
notice of the qualifying event. Once the employee/dependent has actually paid the
COBRA premium, the file can be adjusted to show retroactive eligibility back to the
date that Employer group coverage ended. By following this practice, the Provider is
on notice that there is an eligibility issue prior to delivering services and the patient
is always free to make the COBRA premium payment and have eligibility reinstated

earlier. DAS currently follows this procedure.

4. The Advisory Committee recommends the following best practices for

insurers:

a. Insurers should provide electronic access to patient eligibility informa-
tion received from Employers within two business days of receipt, if re-
ceived electronically, and within five business days of receipt if received
by another method of transmittal.

b. Insurers should request Employers to update eligibility information
no less frequently than on the Employer’s payroll cycle or on a monthly
basis.

c. Insurers should request Employers to update employee and dependent
eligibility information as soon as possible following an employee or de-
pendent’s qualifying event.

d. During the time period between the termination of coverage and the
initial election of COBRA coverage, the insurer should list the employee
or dependent as “ineligible” until the Employer receives the first COBRA

payment. >

* See explanation of COBRA timeframe in Recommendation 3(d).




e. Insurers should consider that the practice of extending long grace periods to Employers
to help them afford the insurance premium can result in employees loosing HIPAA
protections if the Employer does not ultimately pay premium and coverage is retroactively

terminated for a period longer than 63 days.

When an Employer does not pay insurance premiums on time, insurers typically will give
the Employer a grace period in which to make payment before the coverage is cancelled. This grace
period often is extended by the insurer when the Employer gives assurance of payment. If the
Employer ultimately does not make the payment, the insurer will retroactively terminate the
coverage to the date the payment was due. This practice may cause employees to lose important
consumer protections under HIPAA, through no fault of their own. An employee that loses
employer coverage must enroll in new coverage within 63 days to avoid pre-existing condition
exclusions that may limit the new coverage. Insurers retroactively terminating employer coverage
shorten the time during which an employee must find new coverage to preserve their HIPAA rights.
If the retroactive termination goes back more than 63 days, which sometimes happens, the em-
ployee loses all HIPAA rights, which means the employee will be subject to pre-existing condition
exclusions. If the employee has a chronic condition, the new insurer may deny coverage for such
conditions for up to twelve months.”*

Ohio Revised Code 3923.04 (C) requires that insurers offer Employers a minimum ten day
grace period for the payment of monthly premium, however, it is commonplace for a monthly
premium policy to include a thirty day grace period. In addition to the loss of HIPAA protections,
these situations can create dire situations for employees because they may incur substantial medical
expenses due to their Employer withholding healthcare contributions from their pay checks without

submitting those funds to the insurer.

5. The Advisory Committee recommends that it continue to gather additional data on
eligibility denials and “take backs” and set the parameters for the respective data collec-

tion.

** Ohio Revised Code 3923.57.



There was a lack of consensus within the group regarding whether the data

collected through the various surveys accurately captured the extent and cause of

the “take back” problem.ss The group recommended that an independent party

gather additional data in order to determine, as precisely as possible, how often the

“take backs” occur and why.

6. A majority of the members of the Advisory Committee recommend

that payments made for services rendered to ineligible employees and

dependents should not be permitted to be “taken back” after one year

from the date of the original payment, if the Provider confirmed

eligibility electronically on the date of service and can demonstrate that

eligibility was verified at the time services were rendered.

For (9)

Michelle Cadrin-
Msumba

Christine Kozobarich
Dan Paoletti

Dan Sylvester
Kathleen Anderson

Woody Woodward
Martha Simpson

Lawrence Kent

Jim Weisent

athenaHealth

SEIU

OHA

Quality Care Partners

Ohio Council for
Home Care

OSCA

Osteopathic Physician

Academy of Medicine
of Cleveland

Medical Benefits

Mutual

Against(6)

Michelle Daniels
Karen Greenrose
Dave Uldricks
Carrie Haughawout

Dave Cook
Kathie Fuson

Aetna

AAPPO
Employer’s Health
Ohio Chamber of
Commerce
Paramount

Delta Dental

Not Voting: Jeff Vossler (Joint Township District Memorial Hospital), Joe San

Filippo (Nationwide Better Health), Joseph Liszak (Community Health Services), Jeff
Biehl (AccessHealth Columbus), Bill Hayes, (Health Policy Institute of Ohio), Ray
Shealy (RelayHealth), Michael Ranney (OPA), Rex Plouck (DAS).

The Advisory Committee discussed the potential effects of adjusting the

“take back” timeframe from two years to one year. Providers stated that the sooner

5.

® The Ohio Hospital Associat