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Armed with
Knowledge

We cannot turn on the TV, open a newspaper, or listen
to the radio without being hit with Presidential poli-
tics. While we all certainly have an opinion on which
candidate we prefer, oftentimes these decisions are
based on rather superficial appearances rather than the
effect that the candidate’s healthcare policies will have
on the health of older adults. Medicare Patient Man-
agement does not plan to endorse a candidate but
rather to provide knowledge to help  our readers make
well-thought-out decisions on their own.

In this issue of MPM, a significant portion of content
is dedicated to this effort. The Kaiser Family Founda-
tion has developed one of the finest summaries that ex-
plains how Medicare is financed: the article describes
the program’s long-term financing situation from sev-
eral perspectives and reviews the factors that contribute
to Medicare’s financial challenges. This information is
essential for evaluating the different Presidential candi-
dates’ positions regarding caring for older adults. Even
more important than evaluating a Presidential candi-
dates’ position on health care, perhaps, is to develop
one’s own personal strategy for dealing with these com-
ing changes.

Filling Medicare’s Shortfall
One of the biggest issues to examine is the bankruptcy
of Medicare. You will learn in this issue that Medicare
cannot truly go bankrupt, but a shortfall will exist with
all of the Medicare funds. And this shortfall will occur
prior to me (or maybe you) reaching Medicare eligibil-
ity age. To advert this shortfall, the next president will
be forced to make decisions that may include ap-
proaches designed to slow overall growth in healthcare
costs, including creating and disseminating more infor-
mation about the comparative effectiveness of alterna-
tive medical treatments and linking these findings to
payment policy, changing the financial incentives of
healthcare providers by bundling payments, and in-
creasing patient cost sharing. 

Even today Medicare has been attempting to control
expenditures through a series of reductions in physician
reimbursement. Despite this plan, which is based on the
sustainable growth rate (SGR) calculation, Congress
has stepped in to add a slight increase or hold to zero
any planned reduction in provider reimbursement. To-
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day the immediate concern is that the Medicare physi-
cian reimbursement fix that was introduced the begin-
ning of this year is scheduled to expire in just a few
months. Without action by Congress, Medicare reim-
bursement will be cut back as originally proposed by
CMS. More on this to come….

Besides the changes made to physician reimburse-
ment, major changes are occurring regarding hospital
reimbursement. The Centers for Medicare and Medic-
aid Services (CMS) has selected 8 conditions impacting
the fiscal year 2008 Inpatient Prospective Payment Sys-
tem (IPPS) as follows:
• Object left in during surgery
• Air embolism
• Blood incompatibility
• Catheter-associated urinary tract infection
• Pressure ulcers
• Vascular catheter–associated infections
• Surgical site infection—mediastinitis after coronary

artery bypass graft
• Falls and trauma—fractures, dislocations, intracra-

nial injuries, crushing injuries, and burns

The IPPS Final Rule now requires hospitals to docu-
ment that the above conditions must be on the Present
on Admission (POA) form to receive a DRG (diagno-
sis-related group) payment, which includes a higher
amount for complicating condition (CC) or major
complicating condition (MCC).

Hospitals were required to begin documenting POA

conditions on October 1, 2007, with a grace period
through April 1, 2008. At that time, CMS will begin
returning claims if POA coding information is missing.
Beginning October 1, 2008, CMS will no longer reim-
burse for hospital-acquired conditions that are not
documented as present on admission. Obviously this
will have an impact on those practicing within the hos-
pital setting.

Moving Away From Medicare
Although hospitals are not in a position to move away
from Medicare reimbursement, they must conform to
the changes in the rules. Physicians are in a more flex-
ible position with several options worth reviewing
when it comes to Medicare.1

PAR
Participating physicians (PAR) agree to accept what
Medicare allows for payment for each service as pay-
ment in full for all of their Medicare patients. Medicare
payments to PAR physicians come in the form of a
20% copayment from the patient either directly or
through the patient’s secondary insurer and a direct
80% payment from Medicare. PAR physicians are not
permitted to bill patients above the Medicare allowable
rate. Although PAR physicians are required to bill all
their patients in this same manner, they are not re-
quired to accept all Medicare beneficiaries into their
practice. 

Medicare considers participation by physicians to be
very important since access to services is one of the
measures that is monitored closely. Besides adjustments
to the fee schedule to encourage or maintain participa-
tion, Medicare also provides other incentives for PAR
physicians. These incentives include the following:
• PAR physicians receive a 5% higher rate than non-

PAR physicians from Medicare.
• These physicians—unlike those that are non-PAR or

private—are included in physician directories pro-
vided to Medicare beneficiaries to aid them in selec-
tion of a physician.

• A toll-free claims processing line is available only for
PAR physicians to aid in processing of their claims.

Non-PAR
Decisions can be made on an individual patient’s basis
for those physicians choosing to be non-PAR physi-
cians with Medicare. These physicians can bill patients
above the Medicare allowance for unassigned claims.

Medicare pays non-PAR physicians based on a fee
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schedule that is set at 95% of the Medicare allowable
amount. Non-PAR physicians are then allowed to di-
rectly charge their patients above this amount, although
these charges cannot exceed 115% of the Medicare-ap-
proved amount. This is not a true 15% difference from
that available to PAR physicians because PAR physi-
cians are already receiving a 5% higher rate than non-
PAR physicians. As a result, the actual difference col-
lected by non-PAR physicians is 9.25% over that of
PAR physicians. Of course this additional 9.25% does
have some costs associated with it. These costs include
collecting these extra fees from patients, which trans-
lates to bill handling and bad debt expenses.

Within non-PAR, there are two options for physicians
to choose: to be assigned or nonassigned. Assigned
non-PAR physicians accept payment from Medicare di-
rectly but forgo the opportunity to bill patients over
the 95% Medicare allowable. Physicians who choose
to be non-PAR unassigned can bill at 115% of the
Medicare-allowable rate with Medicare paying 80%,
but this reimbursement is paid to the patient who then
is responsible for paying the physician. 

Private Contracts
Billing the patient directly without involvement of
Medicare is possible for those who opt completely out
of Medicare, becoming private physicians. Private

physicians forgo all payments from Medicare. Only
3% of physicians with practices open to private pa-
tients have completely closed their practice to new
Medicare patients. The top reasons cited by those who
have closed their practices to Medicare patients are in-
adequate reimbursement, billing and paperwork, high
clinical burden, and simply being too full.

The process of becoming an opt-out physician re-
quires the physician to sign and submit an affidavit
stating that he or she agrees to forego Medicare pay-
ments—either directly or indirectly—for a period of 2
years. Private physicians are also required to have a
written agreement with each patient. This agreement
must be signed by the beneficiary before any services
are rendered and never during an emergent or urgent
situation. In addition, the patient agreement must state
that the patient is responsible for all of the physician’s
charges and is unable to submit any claims to Medicare
or a Medigap policy. In addition, the patient acknowl-
edges that he or she has the option to receive the same
services for a 20% copayment of the Medicare allow-
able reimbursement by visiting a PAR physician. 

Knowledge is Power
Recently I received a letter that stated that  “education
is the center of this issue,” which I cannot agree with
more. After all knowledge is power—and when it
comes to being a Medicare provider, that knowledge
requirement for being a successful clinician goes be-
yond simply making the correct diagnosis and ordering
up the most appropriate treatment plan. Now more
than ever, that knowledge requires a clear understand-
ing of Medicare. Where Medicare stands today and
where Medicare is moving are not easy questions to
answer, but clearly they are more likely to be answered
correctly if Medicare clinicians are armed with knowl-
edge. This issue and every issue of MPM works to pro-
vide that vital resource! MPM
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