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Distinguished committee members and guests, good morning.  My name is Richard Waldron, and I am a Director of Network Management for Medical Mutual of Ohio.  I am joined by Beverly Seese and Jason Haines from our Information Technology area, Ken Payne, who manages our Provider Network Policy and Administration group, and Laura Baciu, Medical Mutual’s Network Performance Improvement leader.
Medical Mutual is pleased to participate in this meeting today to share our experiences and to help identify and craft improvements to current systems for eligibility determinations and real time claim adjudication pursuant to this committee’s mandates.  We believe that there are significant opportunities for improvement but that prudence dictates a certain degree of caution so that innovation is not stifled and so that market evolution is permitted to develop in the direction of the best possible results for the communities we serve, including healthcare providers.

Medical Mutual is a mutual insurance company that provides health benefit plans and related services to fully insured and self insured groups and individuals in Ohio and beyond.  We provide health benefits administration for more than one and one-half million (1,500,000) covered persons in Ohio alone. 
In order to service its customers, Medical Mutual contracts with thousands of doctors and other medical providers (including hospitals, surgery centers, allied-health professionals and ancillary facilities and providers).  It processes over 100,000 claims per day that come into the company in both paper and electronic format, some directly from providers but most from billing companies and clearinghouses.  These claims run across a wide gamut of services and can be simple or quite complex.  A sample of the many issues that might influence claim processing would include:

· Is the claim complete or does it lack necessary information?

· Is the patient a member of a group that has full administration from Medical Mutual or does the group itself determine eligibility and/or coverage?

· Is the claim duplicative of a claim already processed?

· Has the group paid its premium or is the statutory grace period in effect?

· Was the patient a member on the date of service?

Payers like Medical Mutual balance between the “need for speed” and the need to safeguard limited funds to maximize the ability of our customers to afford healthcare.  Pursuant to statutory mandate and provider contracts as well as industry convention and expectations, claims must be processed and paid in a prompt fashion, despite the challenges I listed for you.  About 88% of the claims we receive are paid, and approximately 82% of electronic claims (which are a large majority of all claims) pass through the system without pending in any fashion.  An average claim goes through our processing system in 5.5 days.  Customers meanwhile expect that payers like Medical Mutual are exercising diligence with their healthcare dollars to assure that only Covered Services are paid under their plans, and that inappropriate services and improper or even fraudulent claims are identified without payment being sent.  These are not insignificant concerns as the escalating cost of healthcare has dramatic consequences that are widely known to the members of this committee.  Fraud alone is estimated by the FBI to amount to between 3% and 10% of all healthcare spending.  We must be mindful of systems that impose burdens that will be borne by communities in need of affordable care, and we must be careful not to abandon the mechanisms that allow for identification of improper claims or expired eligibility.
This committee seeks a constructive role in steering the industry toward simpler and more effective eligibility confirmation and real time claims adjudications.  These are obviously worthy goals.  Let me first address the subject of eligibility confirmation and describe some of the challenges inherent in assuring that consistently accurate information is available to providers when they need it.  

Eligibility information is currently available for most of Medical Mutual’s customers through a website lookup as well as through a voice response unit (VRU) on a 24-hour-per-day, seven-day-per-week basis.  Medical Mutual contracts with Emdeon, a CAQH certified company, to provide web-based eligibility lookup for providers.  So what keeps a provider from iron-clad assurance of eligibility for all patients based on looking at the website or checking through the VRU?   There are at least 3 main issues:
1. The group could be subject to the statutory grace period for premium payment, meaning that its members are shown as eligible on the date of service but fail to keep eligibility if premiums remain unpaid by the group.  

2. The eligibility information that is available through a payer such as Medical Mutual is provided by the customer in most cases.  In particular, groups provide names and demographic and benefit information for each subscriber or member.  Industry convention allows these groups to retroactively make changes, including after-the-fact notification of members leaving the group or otherwise losing eligibility.
3. The patient might be enrolled with a group that keeps its own membership records, choosing not to have its benefit administrator maintain or track its membership.  There are numerous organizations that do not share enrollment with Medical Mutual or their payer/insurer, including a significant number of labor unions and those employers working with a third-party administrator (TPA).  In such cases, eligibility verification is quite difficult for the payer to accomplish, if not impossible.
Real time claim adjudication is an even more difficult task to accomplish.  The world of healthcare for providers, patients and payers is built upon processes developed over many decades.  From a provider perspective, this world involves treatments and services that take place independent of claim preparation, billing and payment.  Most claims are not prepared during an office visit or while a patient recovers from a surgery earlier that day.  Rather, the provider shares information about his or her services with a billing company or practice manager.  That entity prepares claims that are then sent to a clearinghouse which batches large numbers of claims for submission to a payer like Medical Mutual.  Staffing and office systems are built upon this batch processing model that, while subject to many criticisms, is efficient in many respects.  For example, a physician’s office need not maintain expertise on CPT or HCPCS coding.  The office can focus more of its administrative energies on patient interaction and clinical information accuracy, counting on its practice managers and billing companies to translate healthcare work into claims data for processing and payment.
Even given these issues, it is clear that providers wish to have the capability to have claims adjudicated in real time, that is while the patient is still in the office.  This will provide a greater opportunity to collect patient obligations that are only finalized once a claim is adjudicated.  Therefore, over the past year, Medical Mutual has developed a tool that will process claims in real time.  We worked with several physician practices that provided us with feedback about their needs and capabilities.   These practices are part of a pilot that will begin taking in and processing claims during the week of September 8, 2008.

During our development of this RTCA tool, we identified key obstacles to RTCA that will need to be addressed or they will hinder adoption or use of these tools.  These include:

· Provider offices will need to communicate clearly with patients about expectations for payment at the time of service or risk significant patient pushback.  Even with such communication, there is likely to be greater friction in provider offices.
· Providers will need to create the organizational framework to code claims at the front desk.  This means hiring and training staff to code claims as well as creating systems to submit and track claims episodically rather than in batch fashion as is done today.

· There is some increased risk of improper or even fraudulent claims.  This will mean either higher healthcare costs or greater audit and retrospective enforcement activities.  In addition, there might be greater risks of HIPPA violations as transactions move into an accelerated process.
· There is enormous variation between benefit plans and their funding and coverage.  Plans can be simple in offering basic benefits that are insured by the payer or they can involve complex HRA or HSA arrangements with carve outs for various types of healthcare services.  Many of these simply cannot support real-time adjudication at this point.

· Providers are likely to need to continue batch processing of claims that do not fit the RTCA model (e.g. claims that are highly complex that simply cannot be coded at the office).  That will mean reduced efficiencies as providers operate on both a real-time and batch basis.

· Until practice management systems are integrated with RTCA, offices will need to do double entry for claims that go through RTCA systems.  Thus, an office visit for Mr. Brown will involve an office worker typing information about the services into the RTCA system to submit the claim and then retyping much of the same information about Mr. Brown and his treatments into the practice management system to track everything from patient records to payment or collection.

With the challenges around eligibility lookup and RTCA in mind, we naturally ask whether it would help to have a uniform set of standards by which to conduct these activities.  In particular, I understand that this committee is interested in Medical Mutual’s position regarding the so-called CORE Standards promulgated through the Council for Affordable Quality Healthcare (CAQH).  These transaction standards and rules appear to be a positive step toward the goal of simplification and consistency.  They are likely to encourage the development of multi-payer platforms which are essential to assure that web-based eligibility lookup and RTCA achieve their fullest potential benefit for healthcare providers and for the healthcare system as a whole.  Without a multi-payer approach, these systems are likely to serve as fairly narrow tools that address only a small range of the issues confronting providers.  Whether CORE standards are the only approach or the best possible standard can only be determined over time, but Medical Mutual’s view of CAQH’s CORE Standards is favorable.  We are currently undertaking a review of whether to commit fully to the CORE Standards at this time as we previously did with respect to CAQH’s credentialing processes.  However, we should not see uniformity as a panacea, and the best standards will not erase the many difficulties in seeking to balance the need to act quickly on behalf of providers and members versus the need for prudence with limited healthcare dollars in a system that counts cost as a major, if not THE major, problem.
Medical Mutual is committed to playing a constructive role to make the healthcare system simpler and more effective for providers and patients.  We believe that a government mandate is unwarranted and could severely hamper the development of eligibility and claim processing innovations.  In addition, we would be concerned if any single state were to seek to establish the direction for technology through mandate.  That said, however, we also believe that sharing information and ideas can allow even greater process improvements, and we welcome this committee’s contributions to the effort to make healthcare better and more affordable.

Thank you for your time and attention.  I would be happy to respond now to any questions you might have.

