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Top 15 challenges facing physicians in 2015

Master challenges by maximizing efficiency

December 01, 2014 By Ken Terry, Alison Ritchie, Donna Marbury, Lisa Smith, Elaine Pofeldt

Solo practitioner Paul Sueno, MD, had a good idea of the challenges he would face when he opened his
private practice in Tacoma, Washington, in 2012. His late father, also a physician, had practiced in the same
community, and Sueno grew up helping his father and learning about medicine.

ALSO READ: Top 10 challenges facing physicians in 2014

Immersing himself in every detail, from filing insurance claims to selecting equipment, Sueno has built the
four-employee practice from the ground up. But now that he’s gotten a handle on the business sid:

it through some “nerve wracking” moments, Sueno says the practice is doing well—and he is glad he didn‘t
become an employee of a giant organization.

“| want to go to work every day enjoying what | do,” Sueno says. “I don’t want to go in thinking I have a little
more money in my pocket but dreading the work experience, knowing I'd have to work for a
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certain bottom line.”

As Sueno has found, it is possible to maintain your independence without going broke, even in an
environment that is increasingly challenging for physicians who own their own practice. But we won’t kid you:
You've got to become the equivalent of a mixed-martial arts champion in practice management.

As our list of the top 15 challenges for 2015 underlines, physicians will need to navigate some tough obstacles
in the coming year. These include the increased costs of operating a practice, time-consuming regulatory

burdens, and hassles with getting paid by insurance companies.

The pressures are not likely to abate any time soon, thanks to a trifecta of regulatory changes impacting
physicians. Starting January 1, 2015, physicians’ payments will be increasingly tied to providing higher-value
care under the Affordable Care Act. In February, financial penalties kick in for practices that could not attest to

meaningful use. Then in October, the ICD-10 transition deadline finally arrives.

Perhaps it shouldn’t be surprising that, in this constantly changing ecosystem, more practices are struggling to

maintain financial homeostasis.

“It used to be that physicians made enough money that they could let a lot of things slide,” says Cindy Ackill,
a non-practicing physician based in Alexandria, Virginia, who coaches physicians in areas such as leadership
and stress management and sees some suffering from burnout. “It used to be that physicians made enough
money that they could let a lot of things slide. The margin is so much thinner now. You do have to

micromanage the money. No one taught us to do that.”

That's the bad news. The good is that it’s possible to maintain a viable, even thriving practice if physicians
confront challenges and identify fixes that can improve their lives and the health of their patients.

There are concrete steps physicians can take to minimize the burdens of these challenges. When it comes to
ICD-10, for example, physicians can engage their staff now to build training, testing, and documentation
protocols that will best serve the practice when the transition occurs.

As Sueno has found, it is possible to learn—and still take good care of patients. The following coverage details
the 15 challenges every primary care physician needs to master to succeed in 2015.

Next: Challenge #1

Challenge 1: ICD-10 implementation

Physicians should not expect another delay

Practices should be updating systems and training their staffs for ICD-10. But even with an extra year to
prepare, will doctors be ready to go live with ICD-10 in October 20152

“| guarantee there will be one large payer or a few small payers, or both, that won’t be ready to process
ICD-10 claims on October 1, 2015,” says Joshua Berman, director of business analytics and ICD-10 lead at
Relay Health Financial.

The ICD-10 delay helped and hurt practitioners, depending on who you ask. According to a Medical Group
Management Association survey in February 2014, 79% of practices had not yet started implementation or
were only somewhat ready. A survey by Part B News says that the delay will cost practices more money in
training, and that 34% of practitioners would have been ready for the October 2014 deadline.

No matter where practices are in their preparation for ICD-10, the new coding system will cost a considerable
amount of money. The American Medical Association estimates that small practices could spend between
$56,639 and$226,2015 to implement the coding system.

Pam Jodock, senior director of health business solutions for Healthcare Information and Management
Systems Society (HIMSS), suggests that practitioners allot time for end-to-end testing with clearinghouses to
ensure coding is working properly. “HIMSS recommends that practitioners follow the 80/20 rule to determine
which health plans process the highest volume and highest value claims,” Jodock says, adding that HIMSS
has an “ICD-10 Playbook” on its website to assist practices of all sizes. She suggests that practices take
advantage of the Centers for Medicare and Medicaid Services ICD-10 testing on March 2-6, 2015, and June
1-5,2015.
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Berman says that practices will have to be ready to
send both ICD-9 and ICD-10 claims during a period
of transition to ensure payment. “The dual coding
process that will need to take place at that point

will prove to be very time consuming and resource
intensive while at the same time may be difficult to
do via their current health information system and/

or practice management system.”

Having extra cash on hand during ICD-10
implementation will help practices in the event of
increased denials and delayed payments. “Denials
from miscoding or other process glitches could
significantly slow down payment,” says Berman.
“That being said, physicians need to have a
financial plan in place in case payments are slowed

down/delayed for a significant length of time.”

Jodock says now is the time to make ICD-10
training a priority. “Practitioners who take the time
to prepare in the months between now and
October 1, 2015 will have fewer challenges than
those who choose to wait, especially if they

participate in end-to-end testing. Those who delay

their preparations or who choose not to test may experience a higher number than usual of claims that are

rejected or pended for additional information, which could lead to a delay in payment,” says Jodock. “Even the

most well-executed implementation effort could experience challenges.”

Next: Challenge #2

Challenge 2: HIPAA

Staying compliant in a fast-moving, digital world
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Though the chances your practice will be audited for Health Insurance Portability and Accountability Act
(HIPAA) violations are slim, keeping patient information secure is growing more complicated. Since 2009,
there have been more than 800 patient data breeches and 29 million patient records affected by HIPAA
violations, according to the 2013 Redspin Breach Report.

The Office of Civil Rights began its second phase of HIPAA audits in October, and will continue until June 2015.
Of the 350 healthcare organizations that will be asked to submit information on patient health data security,
approximately 150 will be audited. Fines for HIPAA violations can start at $100 and can go as high as $50,000,
capping at $1.5 million annually, depending on the scale of the breach. Fines aren’t the only consequence
practitioners face—a HIPAA violation can break the trust that patients have with their physicians.

HIPAA violations may seem like a large-organization problem, but considering that many breaches are a result
of employee theft and carelessness, smaller practices are at risk. One issue practitioners face: It becomes
harder to keep track of electronic communication within the practice when patients and staff often have
mobile devices and can be unaware of how easily HIPAA rules can be violated.

“While there are certainly threats from outsiders, insider threat (employees accessing information
inappropriately) is also a serious threat for practices,” says Lisa A. Gallagher, BSEE, CISM, vice president of

technology solutions at theHealth Information and Management Systems Society.

Practices must consider mobile technology as a threat to patient security. Create a ‘bring your own device’
policy that allows the practice to access an employee’s device if there is a potential breach. Also be aware of
smartphones and other portable devices that have audio and video capabilities that employees and patients

bring to the practice.

Employees who use social media at work can also be a threat to HIPAA rules. “For example, an employee may
think nothing of posting about an irritating patient with sufficient detail as to identify the patient. Even well-
meaning employees can make such a disclosure without realizing it. If a practice employee takes a picture with
their favorite patient and posts it to their social media account, the post is a PHI (patient health information)
disclosure,” says Daniel F. Shay, JD, an attorney who focuses on HIPAA at Alice G. Gosfield & Associates in
Philadelphia, Pennsylvania and contributor to Medical Economics.

In addition, Shay adds that “employees may post photos of seemingly innocuous content, such as a picture of

their lunch...which happens to be sitting on top of a patient chart or order sheet.”

One major issue that many physicians are not aware of is the requirement, both for HIPAA and meaningful use,
to complete and keep updated a security risk analaysis, intended to identify risks to record security. Many
physicians are not aware of this requirement, and it is a primary reason why practices fail meaningful use

audits, says Mark Norris, a consultant who specializes in privacy, security

Next: Challenge #3

—

Challenge 3: Meaningful use 2

Penalties for not attesting start In 2015

Meaningful use 2 (MU2), which has been a challenge for physicians, is unlikely to get easier in 2015, according
to Bethany Jones and Naomi Levinthal, health IT consultants for The Advisory Board Company.

Starting in 2015, eligible professionals (EPs) will see a 1% decrease in Medicare reimbursements for each year
they don’t meet meaningful use requirements. The penalty will change by 1% point each year to a maximum
of 5%. EPs have until the end of February 2015 to attest for MU2. As of November 1, 11,478, or 2% of EPs have
attested to MU2.
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and meaningful use attestation.

MEANINGFUL USE 2 ATTESTATION NUMBERS, 2014
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The Centers for Medicare and Medicaid Services (CMS) has not made things any easier with its frequent rule
changes, which require practices to stay up to date on the agency’s latest FAQs, Jones points out.

To start with, Levinthal notes, some electronic health record (EHR) vendors continue to struggle to obtain
2014 certification, which is required for use in MU2. Other vendors have elected not to pursue this
certification at all. That means their customers will have to switch to other EHRs to show they have met the
MU2 requirements.

In August, CMS finalized a “flexibility rule” that allows EPs to use 2011- or 2014-certified EHRs or a
combination of them if their vendors have been slow in delivering upgrades to the 2014 edition. But next
year, they will have to use 2014-certified EHRs, and EPs who are scheduled to attest to MU2 will have to do so.

The American Medical Association (AMA) has requested a stop to MU2 penalties due to interoperability
challenges between EHR systems. “The whole point of the meaningful use incentive program was to allow for
the secure exchange of information across settings and providers and right now that type of sharing and
coordination is not happening on a wide scale for reasons outside physicians’ control,” says AMA President-
elect Steven J. Stack, MD. “Physicians want to improve the quality of care and usable, interoperable electronic
health records are a pathway to achieving that goal.”

Moreover, Jones points out, the reporting period next year is 12 months for all physicians who have gone
through at least one year of the meaningful use program. Until now, the reporting period has been only 90
days—and it remains that for doctors who will be in their first year of the program in 2015. The full-year
reporting requirement will be challenging for many doctors, Jones says.

In MU2, one of the most difficult criteria is persuading 5% of a practice’s patients to view, download or
transmit their electronic health information, typically through the use of a patient portal attached to an EHR.
When physicians reach out to patients themselves, they’re more likely to get them to use a portal, Jones notes.
But many doctors—particularly specialists who receive mostly episodic visits—are not ready to educate
patients about portals, she says.

Portals are also “brand new territory” for most practices, Levinthal adds. So for this requirement, as well as for
the requirement that EPs exchange care summaries in transitions of care, mastering the technology is the

biggest hurdle in many practices.

In the MU2 attestation data that CMS has released to-date, she says, 70% of attesting EPs have qualified for
exclusions from the transitions of care requirements, including at least one exchange of a care summary with
the user of an EHR that’s different from the attester’s system. CMS allows EPs to exclude these criteria if they
have referred fewer than 100 patients to another physician or have ordered them to be transferred to another

care setting, such as home care or a skilled nursing facility, during the reporting period.
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Many EPs, particularly specialists, have fewer than 100 transitions of care within a 90-day period, she notes.

But next year, when the reporting period increases to 365 days, a far smaller percentage of EPs arelikely to

meet the exclusion criteria.

Meanwhile, direct secure messaging—the main method that physicians are using to exchange care summaries

—continues to be plagued by difficulties. Jones believes this situation is improving, but cautions: “Providers

have to be really creative in the way they approach transitions of care.”

Jones doesn’t expect most EPs to abandon meaningful use and accept the Medicare penalties for failing to

attest. As of July, CMS had received more than 44,000 hardship applications from practitioners requesting an

extension for MU2 attestation. CMS stopped accepting hardship applications in November.

“Some stuff is out of their control and they’re having trouble meeting objectives, but they’re charting their

own course,” she says. “We don’t see them giving up, but they’re asking for more time.”

Next: Challenge #4

Challenge 4: Getting paid

The ACA's impact on physician reimbursement

Physicians find themselves under
constant pressure to get paid for the work
they do. Increasingly, those challenges 1
will be tied to impact from the Affordable

Care Act (ACA) and the how

reimbursement models are shifting from 2
the fee-for-service model to value-based

payment models.

The challenges are likely to grow in 2015 3
for some of those who work with

Medicare patients. Under the ACA,

penalties for physicians who don’t

participate in the Physician Quality 4
Reporting System (PQRS) or aren’t

deemed successful participants for the

2013 program year will face a 1.5 %

penalty in Medicare payments in 2015 5
and 2% thereafter. In 2014, Medicare

proposed that physicians not

0 GOMMON REASONS FOR CLAIM DENIALS

The patient isn't eligible for services because his or her
health plan coverage ended, and the patient hasn't shown
procf of new insurance.

The claim form is missing a modifier or modifiers, or the
madifier(s] are invalid for the procedure code (as in the
case of bilateral codes billed on both sides).

A particular service isn't covered under the plan's benefits,
or there appears 1o be a lack of medical necessity. In
another example, there could he a mismatch between the
actual diegnosis and the service performed.

The claim is deficient in certain information. It may be
missing prior authorization or the effective period of time
within which the pre-approved service must be provided
for reimbursement to ocour.

Errors of typas were made while collecting pertinent
informatian from the patient or during the data eptry
process for a caim.

participating in PQRS in 2014 would face penalties in 2016.

Private insurers are also increasingly adopting value-based payment models. An October 2014 study by the
Analysis Group showed that private insurers are quickly shifting to value-based payments and risk sharing. In
2011, 46% of respondents’ beneficiaries were involved in such payment programs. That figure rose to 62% in

2014 and was projected to increase to 75% by 2017.

Avoiding claim denials

While claim denials have been decreasing in the past few years, some experts believe the ACA will usher in an

era of increased frequency of denied claims, so physicians are taking steps to avoid losing money from denials.

To avoid denied claims, practice owners find they need to immerse themselves in every minute detail to
submit a “clean” claim. When Paul Sueno, MD, opened his practice, he discovered how quickly insurance

companies would deny a submission based on even a small data entry error or a tiny discrepancy between his

records and the insurer’s.

“These are simple things that seem so unbelievable—things like a hyphenated last name,” he says. “If the

patient gives you an ID and says their last name is hyphenated and it’s not with the insurance company, that’s

ground for denial. It's an unbelievable amount of work that has to go in beforehand.”

Sueno’s practice now relies on a pre-billing checklist to prevent errors and has created a proprietary manual
documenting the nuances of completing claims from every insurer its patients use. “Once a denial happens,
your staff has to take up to 30 minutes to hours on end in a day to deal with that aspect,” Sueno says.
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Despite his proactive approach, Sueno is now dealing with an appeal on a claim he filed about a month ago.

“It's time taken out of treating patients and trying to grow the practice,” he says.

In another case, the denial and appeals process became so frustrating that the patient asked Sueno if the
treatment was worth it. “I had to call the medical staff at the insurance company to get a peer-to-peer

authorization,” he says.

Leaving Insurance behind

Some physicians have opted out of accepting insurance altogether to avoid the hassles and changes resulting
from healthcare reform. Mary Ann Block, MD, a general practitioner in the Dallas-Fort Worth, Texas, area,
accepted insurance during her first year in private practice but didn’t like having a third-party making
decisions that affected her patients’ care. So 21 years ago, after returning from a one-year teaching stint, she
decided not to accept insurance. She doesn’t work with Medicare and Medicaid patients, but says not all of her

patients are wealthy. Patients often have insurance and submit claims on their own.

“People ask me why | don’t take insurance,” she says. “If I'm going to help you | need the freedom to spend
time and do the testing that will help me find out what’s really wrong with you and not just give you a drug to
cover up symptoms.”

Now, as she looks back at her decision, she has no regrets about a decision that has helped her avoid the
insurance hassles with which many of her peers contend. “I'm as busy as | would want to be,” Block says. “In
fact I'd like to find another doctor to come in with me. | need more help.”

Alexander J. Cummings, MD, a clinical assistant professor of surgery at the University of lllinois-Chicago and
president-elect of his county medical society, spent two decades as an emergency department physician
before opening an aesthetic and regenerative medicine practice in Peoria in 2014. While he does not accept
insurance, some of his colleagues at the Peoria Medical Society face obstacles to getting paid. Some physicians
he knows are living paycheck to paycheck.

“If the federal government was interested in bringing down the cost of health, it should have focused on
regulations, bureaucracy, paperwork and tort reform,” he says. “That would help cut back healthcare costs
where we can safely cut back.”

Next: Challenge #5

Challenge 5: Maintenance of certification

Why the MOC debate is just beginning

The controversy surrounding the American Board of Internal Medicine’s (ABIM) Maintenance of Certification
(MOCQ) program is extensive, and it’s a challenge that will certainly follow physicians into 2015.

ABIM has faced significant backlash from physicians and advocate groups over MOC's cost and time
requirements. For family physicians, the application fee alone can range from $1,300 to $1,500.

The ABIM and other MOC proponents say that the program is necessary to ensure that physicians maintain their
medical knowledge. However, some primary care physicians argue that the test material often is not applicable
to typical occurrences within their specialty.

“It is essentially a sub-specialist created test that quizzes generalists by repeatedly asking them to make
decisions after reviewing cardiac catheter data or viewing renal biopsies. These are responsibilities and
decisions that simply do not exist in the real medical world of the primary care physician,” David C. Sobel, MD,
FACP, wrote in a letter to Medical Economics. “It not only makes the entire experience useless but in reality for
an office-based generalist invalidates any conclusions regarding physician competence or quality of care.”

The ABIM released changes to the accreditation process at the beginning of 2014, and nearly 20,000 physicians
signed a petition calling for those changes to be rescinded.

“Board certification is intended to serve both the public and our diplomates. Physicians rightly have
expectations for a credential that recognizes their ongoing efforts to keep up in the specialty, but they also
want it to be relevant and reflect what they do in practice,” said Richard J. Baron, MD, ABIM president and chief
executive officer. “We are listening to the feedback we have received from the community about changes to
our program, but at the same time the public is seeking a way to know that their doctor is ‘keeping up in their
field’. Maintaining one’s certification is one means by which that need can be fulfilled.”

Another point of contention is that the ABIM publishes physician certification statuses on its website as either
“meeting” or “not meeting” MOC requirements. The ABIM said it would revisit this policy.
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“The [ABIM] agreed that the current language used for reporting whether or not ABIM Board Certified
physicians are meeting requirements in ABIM’s new [MOC] program is causing legitimate confusion
because many physicians hold some certificates which are grandfathered, or “lifetime” certificates.
These physicians are encouraged but not required to participate in MOC for those certifications,” the

ABIM announced.

In June, the American Medical Association’s House of Delegates voted to assess the feasibility of
conducting an impact study on MOC’s impact on the medical professional and patient outcomes.

The American College of Physicians’ (ACP) Board of Regents issued this MOC policy statement in

October:

“ACP does not support using participation in MOC as an absolute prerequisite for state licensure,
hospital credentialing, or insurer credentialing. Instead, decisions about licensure and credentialing
should be based on the physician’s performance in his or her practice setting and a broader set of

criteria for assessing competence, professionalism, commitment to continuous professional

development, and quality of care provided.”

To help physicians understand the program’s requirements and prepare for their examinations, the ACP
has developed an interactive tool called the ACP MOC Navigator, which is available on the ACP

website.
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ACA exchange plans place financial stress on physicians

Collecting on co-pays and deductibles has always been a challenge for physicians, but new plans created under
the Affordable Care Act (ACA) have the potential to add to that burden in 2015.

Patients who sign up for plans under the ACA have a 90-day window within which to pay premiums. The
American Medical Association (AMA) and other physician advocate groups warn that physicians can get stuck
with bills from enrollees who take advantage of medical services during that time but then fail to pay

premiums.
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About eight million Americans purchased new health insurance plans through state exchanges or the federal

marketplace site, Healthcare.gov,

during the ACA’s first enrollment period,
which ended March 31, 2014, according
to The Commonwealth Fund. About 67%
of those enrollees had paid their
premiums by April 15, 2014, according to
responses from insurance companies
gathered by the U.S. House of
Representatives Energy and Commerce
committee.

Many ACA plans have higher deductibles and
co-pays than existing commercial plans. As a
result, those plans could increase the
provider collection burden as more patients
purchase and use them. The AMA, which
opposes the 90-day grace period provision,

4 ips for addressing heafthcare costs with patients
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has developed resources to help physicians
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avoid getting stuck with unpaid bills.

It offers a step-by-step guide to the ACA grace period as well as a grace period collections policy checklist,
model financial agreement language for patients receiving Advance Premium Tax Credits, and a sample letter
for patients about the grace period. The AMA also encourages providers to verify insurance eligibility before a
patient’s visit and to document the information.

Physicians also should collect co-payments at the time of service and widen the window for payment options
to include online and mobile payment processing, and to schedule automated and recurring payment plans
that collect from credit/debit cards or directly from bank accounts.

The talk about cost needs to happen as early as possible in the patient-contact process, at pre-registration and
maybe before they set foot in the office, says Nate Davis, MBA, product manager with ZirMed, a healthcare
information technology and management company in Louisville, Kentucky.

“There needs to be internal training and education with staff about how to communicate upfront payments.
Plus, there are plenty of payment plans possible that will work with patients with high-deductible plans,” says
Davis.

The fear among physicians, Davis adds, is that patients will spend more time talking about money than
healthcare, and doctors just don’t want to be the ones to have the conversation.

“Remind your patients to keep all of their paperwork and receipts from all of their doctor’s appointments and
from the pharmacy as well,” Reed Tinsley, CPA, a healthcare consultant in Houston, Texas, told Medical
Economics.

“They may need them for their insurer. Remind them they should carry their card at all times. If they don’t
have a card, they can contact their plan to get a card,” he adds.

While claim denials have the potential to disrupt payments and strain physician practices, AMA research shows
that claims denials have been dropping in recent years, down 47% in 2013 after a sharp increase in 2012
among most commercial health insurers. Some industry analysts speculate that claim denials may increase in
the future because of ACA influence, but that trend has yet to materialize.

Physicians also face payer challenges from government agencies, including Medicaid. Medicaid often takes the
longest to pay claims, and the federal/state program also has the highest claims denial rate. Medicaid has
historically performed worse than commercial health plans and Medicare on key metrics such as days in
accounts receivable, denial rates, and electronic remittance advice transparency. With large numbers of newly-
insured Medicaid patients entering the market, physicians must be careful to safeguard themselves against
Medicaid claim denials, notes the report.

Denials due to ICD-10 coding errors are also a concern for 2015. Laura Palmer, a senior industry analyst with
the Medical Group Management Association, predicts a spike in claims denials after ICD-10 is implemented on
Oct. 1, 2015.

“| would expect to see a multitude of denied charges for coding and billing errors when the industry changes
to ICD-10,” she says. “When diagnosis codes change to more specific coding, there may be mismatches with
medical necessity and provider payment guidelines. Payers have not changed or may not have released their
payment determinations for the new codes.”
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The Centers for Medicare and Medicaid Services has warned that denial rates could increase 100% to
200% in the early stages of ICD-10 implementation unless practices get proper training.

Next: Challenge #7

Challenge 7: Administrative burdens

The link between busy work and burnout

If you feel like you're glued to your computer or tablet for much of the day, it's not your imagination.
Many physicians say mounting paperwork is keeping them from spending enough time with patients.
In The Practice Profitability Index, the percentage of physicians who spend more than one day per
week on paperwork increased from 58% in 2013 to 70% in 2014.

This trend is eroding physicians’ on-the-job happiness. “The physicians | know truly enjoy spending
time with patients and teaching, and anything that takes them away from that is a negative,” says
Henry Borkowski, MD. In one sign of how squeezed many feel, 81% said they were overextended or
at full capacity, according to The Physicians Foundation survey.

Prior authorizations are a major, and growing, source of physicians paperwork burden. More and
more payers are requiring prior authorizations for more drugs and procedures. Consider, for example,
that in 2013 21% of the brand-name medications covered under Medicare Part D required prior
authorization, and 35% were subject to some form of utilization management. By contrast, in 2006
when Medicare Part D began, those numbers were 8% and 18%, respectively, according to a Kaiser
Family Foundation study.

Another Kaiser study, from 2012, estimated that the nation’s physicians spend more than 868 million
hours annually on prior authorization activities. Payers say prior authorizations hold down costs,
improve treatment efficacy and ensure patient safety. To physicians, however, they are an obstacle to
providing the best care for their patients.

Technology-driven changes, from meaningful use to ICD-10, are one key administrative task that's
taking up time. In a survey earlier this year by Deloitte, three quarters of physicians said despite
increasing costs, electronic health record (EHR) systems do not save time.

From prior authorizations to struggles with implementing and operating EHR systems, physicians are
increasingly struggling to squeeze patient encounters in between bouts of paperwork and other red
tape.

“| can’t stand saying it—and can't believe physicians say this—but patient care has almost gotten in
the way of documentation and charting,” says Michael Murphy, MD, who gave up medical practice
recently to become chief executive officer of ScribeAmerica.

“Obviously, if you're in front of a computer and have all these different mandates of quality and ICD-
10, you're going to see fewer patients and have less financial return,” Murphy says. “That’s what's
driving a lot of physicians to sell their practice. On average, you're seeing 25% sustained productivity
losses around the country. That makes it hard to keep a practice open and hard to give your staff
raises.”

Next: Challenge #8
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Challenge 8: Rising operational costs

Why practice costs keep climbing
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Dealing with rising costs was also the top daily
challenge for medical practice executives in an
August 2013 survey by the Medical Group
Management Association (MGMA). Research
by the group showed that the cost of running a
practice had increased twice as fast as the
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Staff and technology costs

Complaints about mounting overhead come as no surprise to Los Angeles, California-based healthcare
attorney Mark Weiss, who represents both hospital-based and office-based physicians’ practices. He often
helps owners sell their medical practices.

“In general terms, my clients are seeing increasing operating costs,” says Weiss. “The office practice
doctors are seeing increasing rent, increasing rates for malpractice insurance and for directors and officers
liability coverage, and higher health insurance costs in connection with their own staff.”

Personnel costs, which have increased in recent years, are likely to keep rising. Competition with hospitals
for employees has driven up wages, according to MGMA. “It is not so much with physician staff but with
non-physician staff, with nurses, that they are seeing higher compensation expectations,” says Weiss.
Statistics back this up. The Clinical Advisor, a trade publication, found that the average salary among
nurse practitioners was $94.881 for 2014. In 2011, by comparison, average nurse practitioners’ salaries
ranged from $75,556 to $90,114.

Florence Comite, MD, the sole physician in a 16-employee endocrinology practice in New York, New York,
is feeling the pinch of higher overhead in her practice. “The cost of employees has gone up. The cost of
coverage for healthcare has gone up,” she says.

Steeper regulatory challenges have also added to physicians’ overhead:

Challenge 1: Because of requirements of the Affordable Care Act, 49% of physicians reported seeing
profits at their practice dip, according to the Practice Profitability Index.

Challenge 2: 1ICD-10, the new, more complex medical coding system, is resulting in more software and
training costs to practices. In a September 2014 survey conducted on behalf of The Physicians Foundation
by physician research and consulting firm Merritt Hawkins, 50.1% of respondents said ICD-10 would cause
severe administrative problems for their practices, and 38.3% said it would expose physicians to liabilities
and penalties.

Challenge 3: Most physicians (85%) have transitioned to electronic health records to comply with
meaningful use, according to The Physicians Foundation survey, compared with 69% in 2012. This isn’t
cheap. Published statistics from the Michigan Center for Effective IT Adoption says the average five-year
total cost of an in-office system is $48,000. For a cloud-based system, it's $58,000.These costs are in
addition to the bite into productivity that many physicians cite. In a recent survey by Medical Economics
and market research firm MPI Group, nearly 70% of physicians said the transition to EHRs was not worth it
and they would not purchase their systems again because of poor functionality and higher costs.
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The Health Insurance Portability and Accountability Act (HIPAA), designed to safeguard patients’
privacy, poses increasing challenges—and costs—for practices as more records are digitalized. Weiss
represents several large practices that need to draft HIPAA business associate agreements with
vendors—which means additional and higher legal bills.

“It's a much bigger job for their lawyers and own compliance people than it ever was before,” Weiss
says. “It's a whole level of compliance expenses. These aren’t investments—they are really
expenses.”

And more old-fashioned paperwork for physicians, too. “We are bombarded with requests for record
release,” says Comite, whose team spends considerable time copying, collating and checking these
files. “This is a cost you could impose on a patient, but you don’'t want to.”

Make overhead costs work for you
When faced with this assortment of escalating costs, a common reaction is to slash overhead
expenses, but there is only so far a practice can cut and still achieve the aims of quality patient care.

There are strategies that physicians and practice managers can use to put overhead expenses to
work generating revenue, including better use of non-physician providers, expanding hours to
increase productivity by providing greater convenience to patients, and leveraging technology to
reduce inefficiencies and time waste.

“So if you're looking to save the world or save a practice by cutting costs, pretty soon you're cutting
muscle, and then you're reducing productivity,” says Marc D. Halley, MBA, president and chief
executive officer of Halley Consulting Group. “Where you win or lose the game in a medical practice is
on the revenue side of the balance sheet.”

Next: Challenge #9

Challenge 9: Pay for performance

The shift to value-based payment continues

The drive to shift the nation’s healthcare system away from fee-for-service and towards rewarding
quality and outcomes will pick up steam in 2015, posing challenges for primary care physicians.

The latest phase of the push to reward quality will be the imposition of payment adjustments—
financial penalties—for not reporting Physician Quality Reporting System (PQRS) data to the Centers
for Medicare and Medicaid Services (CMS). Beginning next year, practices that had not reported
PQRS data in 2013 will be docked 1.5% in their Medicare reimbursements. That amount rises to 2% in
2016.

In addition, under CMS’ Value-based Modifier Program, Medicare reimbursements for group practices
consisting of 100 or more eligible professionals (EPs) by 2013 will decrease by an additional 1%. The
adjustments will extend to practices with EPs of 10 or more, then to all EPs, in 2016 and 2017,
respectively.

Meanwhile, public and private payers alike continue to look for, and experiment with, alternatives to
fee-for service medicine—largely in the form of shared savings programs. Under such a program,
providers band together to form an accountable care organization (ACO) and contract with a payer to
provide care to a designated patient population during a set time period while meeting agreed-upon
quality and cost benchmarks.

The problem for independent practitioners is that participating in, and benefitting from, alternatives to
the standard fee-for-service payment model generally requires spending money upfront. Being part of
an ACO, for example, often requires adding staff, such as case managers and care coordinators.

“In order to be part of an ACO you've got to have the wherewithal...and know what this is all about in
the first place,” says David Zetter, PHR, CHBC, principal of Zetter HealthCare Management
Consultants. “And most smaller practices these days are struggling just to keep their doors open.”

It's also unclear whether being part of an ACO is the right move, especially since the performance of
many of the ACOs in various government initiatives has been lackluster. For example, the Pioneer
ACO program'’s results from its first two years show that while some of the participating ACOs have
saved money, others have actually increased their costs. Meanwhile, participants in the program
continue to drop out. One recent dropout called the Pioneer program “financially detrimental.”
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Benefitting from a pay-for-performance model also requires the ability to collect patient data so that
the provider can monitor outcomes, notes Reed Tinsley, CPA, a Houston-based practice consultant.
“There is always more money behind knowing the clinical outcomes and data,” he says. “A lot of
doctors are saving payers money and not getting a piece of the pie.”

Some health policy analysts believe that the first step in moving away from fee-for-service will come in
the form of hybrid, or blended, payment methods that combine fee-for-service with some type of pay
for performance method. And while hybrid approaches sound good in theory, they have yet to show
that they can help doctors transition to a reimbursement system based only on quality.

“The resistance is because most of these models are really not designed to provide the capabilities for
physicians to actually succeed,” says Harold Miller, president and chief executive officer of the Center
for Healthcare Quality and Payment Reform. “It has to be the right amount of money, delivered in the
right way, with the right information, and the right accountability standards.
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Next: Challenge #10

Challenge 10: Independence vs. employment

Physicians chafe at pressures to give up independent practice

For some physicians, joining a large hospital system offers a haven from the rising administrative
burdens of staying independent and from competitive pressures that can drive a small practice into
insolvency. But joining a hospital system is not a panacea for the challenges facing physicians.

Heena Rajdeo, MD, for example, joined a hospital system in 2011 after 30 years of being a partner in
a two-physician surgical practice. But she soon found that she preferred independence to being
someone else’s employee. “Now | am going to have to invest everything,” Rajdeo says.

Some physicians are returning to private practice because their compensation from hospitals became
less attractive after the expiration of their initial contract, says Divan Dave, chief executive officer of
OmniMD. During an initial “honeymoon period,” he says, their pay was based on the previous three
years of tax returns. However, after the contracts were up, the hospitals switched to performance-
based pay, which ended up being lower.

Omni is helping three physicians, including Rajdeo, return to independent practice after being
employed by hospital systems. “They got so upset at the hospital they are now converting their private
practices back,” Dave says. “One of the doctors said, "I didn’t go to medical school to work for
someone. | went to be independent.””

Indeed, for all the talk of the demise of private practice, the American Medical Association’s 2012
Physician Practice Benchmark Survey found that 60% of physicians were working in physician-owned
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practices compared with 29% who worked in a practice that was either partially- or wholly-owned by a
hospital system. While the trend towards consolidation and hospital employment is continuing, the
AMA data suggests it has not happened as quickly as many analysts expected.

Still, the pressures on independent physicians are such that more physicians are likely to seek to join

a hospital in the coming years.

“As large networks acquire more and more physicians, they direct patients to their physicians,” says
Henry Borkowski, MD, a Waterbury, Connecticut cardiologist and member of the board of MPS ACO
Physicians in nearby Middletown. “If you are outside of the network in most communities, that means
the hospital systems or national networks will hire people to compete with you and take the losses up-

front that are involved to ultimately get the patient base.”

It is not a theoretical issue for him. Borkowski and his colleagues ran their Connecticut-based practice,
Cardiology Associates of Greater Waterbury, independently for 37 years before affiliating with
Waterbury Hospital two years ago. Lower reimbursements were a key motivating factor. “It was purely

a financial decision,” he says.

Survival tips for independent practice and employment

INDEPENDENT PRACTICE

1. Juin forces: Consider joining an independent physican assodation (IPA)

to align with other physicans. Seme physidans have found that membership
helps them negotiate tricky situations where they might not otherwise get
reimbursed.

2. Look for high-Empa ct savin gs: The major expense items that practices
need to get right are acupancy and personnel costs. Find ways to save property
costs and get the most from your employees.

3. Revamp billing practicos: Make sure that sameone in the practice has
dear aceountability for checking that all services get billed can help efiminate
work that isn't reimbursed through better daims management.

4, Ensure collectiors: Ched: on referrals and insurance authorizations befare
providing serviees and ask patients for co-pays at the time of check-in.

5. Re-eommine fee schedules: If you are not part of a group that negotiates
for you, you may discover that youre losing money in ways you may not be

EMPLOYMENT

1. Getit all in writing: No matter how minor it seems, delineate
responsibilities in writing.

2. Loarn about compensation detail: Itisto your advantageto be an
expert on your compensation padkage and method. Knewing RVUs and
quality-based compensation will be important.

3. Findd sust who to call: Going from a private practice to a large corporation

is a big change in qulture, and finding out who to call when something goes
wrong can be a problem. Make a flow sheet showing to contact and how to

do so depending on the problem.

4. |t's0H to make some neise: It is better to fix a problem than worry
about how you will be per eived.

5. Knew your limitations: Sometimes, othier people do know their stuff
and can teach you quite a bit. Get ready to listen when you find these people.
Source: Dawd Neson, MO

awareof Regular re-calibration of your fee schedule could help.
Seerce: Medicdl Economics

Next: Challenge #11

Challenge 11: Payers dictating healthcare

Why payer interference is increasing

Paul Sueno, MD, knew it would happen eventually, because his mentors told him it would. And sure
enough it did: “I received my first request for an audit a few weeks ago for a Medicare chart,” he says.

Fortunately, his staff has been scrupulous about record-keeping. “We document everything, within
reason,” he says. “We know if it's not documented, it didn’t happen.” Nonetheless, he doesn’t know
what to expect. “How this all is going to happen is still unclear to me,” he says.

Physicians have to deal with a range of audits tied to meaningful use and other programs. The federal
government can audit Medicare patients’ charts, while individual states can audit records for Medicaid
patients, since they fund Medicaid, up to 10 years after a patient’s treatment, notes Tatiana Melnik,
JD, an attorney specializing in technology and healthcare IT in Tampa, Florida.

“It's very important that they print out the information and keep it in a binder,” Melnik says. “If the audit
takes place six years from now they are still going to have to produce that information.”

The audits are just one sign of a trend toward payers influencing—or some would say dictating—
patient care that, for many medical professionals, can erode their satisfaction with their profession. In
a RAND study that the American Medical Association released in October 2013, being able to provide
quality care was a top driver of physicians’ satisfaction—and factors that blocked this, such as payers’
refusal to cover necessary services—eroded this.

It isn’t just Medicaid and Medicare that are dictating patient care. According to the 2014 National
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Scorecard on Payment Reform issued by Catalyst for Payment Reform, a San Francisco nonprofit that
works on behalf of large healthcare purchasers, 40% of payments to hospitals and providers are
designed to nudge them toward what the insurers consider better care. In some cases, payments
reward more affordable care.

Factors like these remind Mary Ann Block, MD, a general practitioner in the Dallas-Fort Worth, Texas,
area, of how prescient her decision to stay independent of these outside payers really was.

“I believe in the sanctity of the doctor-patient relationship,” says Block. “That third-party—whoever it is
—should not be in the middle of it.”

Audits are not the only way payers are inserting themselves into the physician-patient relationship.
Prior authorizations are another ways payers attempt to take decision-making out of the hands of
physicians.

In addition, more payers are tightening their provider networks in an attempt to reign in costs. This
move toward narrow networks means many physicians are being evaluated.

[ EY A PAYER? WHAT TO DO NEXT

Notify patients et answers Create payment policies

While payers are legally obligated to contact Contact provider and contract representatives Decide on a standard self-pay policy
patients to inform them that their physician is in the payer organization to get concrete to offer to patients who still want
no lenger in the network, physicans should call answers o why you were dropped. to see a physician who is no longer

patients themselves to inform them of their “Iyou find outa few other doctors you in their insurance network. Your
options. know were dropped, you can try to call the fees should be equal to the highest

“You should take itupon yourself to notify payerand get answers,” Zetter says. “But you reimbursement you received from
the patients yourself, especially iftheyare on the  may not get far” your third-party payers.

schedule for the next three to four weeks. You “Idon’t recommend a standard
need to know whether the patient stil wants Reach out percentage cash discount, Zetter says.
tosee you,"says David Zetter, consultant with An untapped resource for many physicians is “Your cash policy should be inwriting

Letter Healthcare Management Consultants in
Mechanicsburg, Pennsylvania.

Tetter also suggests writing a script to-explain
the situation and the options for patients, so
whoever & calling patients will be prepared for
their questions.

local medical sodeties and organizations. County
medical associations have led the charge in the
fight against UnitedHealtheare in Connecticut,
and have won legal victories for physidans.
Physicians should use these groups asa way to
make their voices heard.

because if you are charging people
different prices, it could raise some
isstes with payers.”

Next: Challenge #12

Challenge 12: Patients dictating healthcare

The problem with patient satisfaction

Balancing the desire to practice quality medicine with the need to obtain positive feedback from
patients promises to be a growing challenge for primary care physicians (PCPs) in 2015 and the years
beyond.

As with anyone else providing services to customers, physicians have always wanted their patients to
be satisfied. But government programs such as the Physician Quality Reporting System—which
indirectly ties Medicare reimbursements to patient satisfaction scores—as well as the growth of
websites devoted to evaluating doctors, the need to keep patients satisfied has taken on new urgency.
But is that need affecting PCPs medical decision-making?

The answer is “yes,” according to many practitioners. “Physicians are judged by their performance
grade card, so to protect their livelihood they tend to modify their practice patterns, to be more
productive and improve their scores,” says David Fleming, MD, MACP, president of the American
College of Physicians. “In all too many practices medicine is devolving into a metrics-centered
business, rather than a patient-centered profession.”

“The challenge for clinicians is that the goal of patient satisfaction isn't always aligned with the goal of
providing high-value care,” says Joshua J. Fenton, MD, MPH, associate professor of family and
community medicine at the University of California, Davis. “I assume this is true in other specialities,
but in primary care, there can be tension between what a patient wants and expects and what the
provider believes to be clinically important and evidence-based.”
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William Sonnenberg, MD, FAAFP, board chair and a past president of the Pennsylvania Academy of
Family Physicians, made the point even more forcefully in a 2013 editorial in Keystone Physician, the
academy’s journal: “The mandate is simple: Never deny a request for an antibiotic, an opioid pain
medication, a scan, or an admission,” he wrote. “And doctors face the reality that uncomfortable
discussions on behavioral topics—say, smoking or obesity—come with the risk of a pay cut. Satisfied
patients are not healthy patients.”

Sonnenberg goes on to recount anecdotes such as an emergency department that dispenses Vicodin
“goody bags” to all discharged patients so as to improve their Press Ganey patient satisfaction ratings,
and a physician who reported upping his satisfaction scores by 7% by prescribing an antibiotic for any
patient with complaint of a cough, sore throat, or sinus headache.

Sonnenberg’s conclusion is supported by results of a 2012 study of patient satisfaction, healthcare
utilization, expenditures, and mortality published in the Archives of Internal Medicine.

The authors found that “higher patient satisfaction was associated with less emergency department
use, but with greater inpatient use, higher overall health care and prescription drug expenditures, and
increased mortality.”

While the measurement and reporting of patient satisfaction scores likely will continue, it doesn’t mean
doctors have to give in to every patient demand, notes Sonnenberg. “We should truy to be kind to our
patients and take time to understand them, but...sometimes patients have to be told ‘no,” and the
leadership in healthcare must understand this.”

Next: Challenge #13
Challenge 13: Keeping pace with technology
Technology burdens and the medical practice

Information technology costs have soared in
physician practices in recent years, and

Estimating a retumn on investment

When constricting a business plar for the purchase or switch they're not expected to drop in the foreseeable
of an electrondc health recond (EHR} system, most practices fut E if inaful t
R uture. Even if meaningful use went away
) . tomorrow, notes David Zetter, PHR, CHBC, a
1 hardware: 1 implementatian and training, ) W Vi )
B S 8§ supportandmamtenance. practice management consultant in

Mechanicsburg, Pennsylvania, there would be
ROl is calculated by: additional IT costs for Medicare programs
Gress revenues ool ected such as the Physicians Quality Reporting
~ Digect casts of an EHR System (PQRS) and the Value-Based

~ Infirect custs of perating EHR Payment (VBP) Modifier Program.

- Financing costs associated with purchases The Medical Group Management Association

= Net profit |ar loss) (MGMA) also blames IT for much of the rise in
group practices’ administrative costs. The
2014 MGMA Cost Survey finds that the
median cost of business operations staff—including IT staff—is now about $52,000 per full-time-
equivalent physician. MGMA attributes much of this expense to meaningful use and the other
government programs that Zetter cites.

Nearly every practice has computers, even if it only has a practice management system, Zetter notes.
The cost and complexity of both hardware and software increase substantially when the practice adds
an EHR. In addition, he points out, support and maintenance of these systems are expensive. To start
with, practices must either pay their EHR vendor an annual maintenance fee (typically, 18% of the
software cost) or pay for each new upgrade.

Technical support presents additional challenges, especially for smaller practices. Since they can'’t
afford an IT department or even a staff member dedicated to IT, these practices usually hire a local
computer service company to support their EHRs. Such firms can be skilled at maintaining computer
networks, but they don’t necessarily understand the intricacies of

EHR software or how to perform the kind of security assessments that meaningful use requires.

“There are plenty of people who know how to do IT and networking, but they may not know about the
healthcare industry,” Zetter says.
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To keep costs down, many practices have selected low-cost or free EHRs. Those products work well
for some physicians, depending on their circumstances, Zetter says. But some practices have found
that such EHRs fall short of their expectations, he notes.

Experts are divided over whether the five-year cost of cloud-based EHRs is higher or lower than that
of on-premises, client-server systems. Yet more and more practices are moving to cloud-based EHRs
and billing systems, especially if they're seeking replacements for current products. This is partly
about avoiding the upfront cost of new software and computer.

Next: Challenge #14
Challenge 14: Staff retention

How to keep your staff superstars happy

Ask any consultant, and they will tell you that a practice is only as good as its employees.

J strategies to retain guality employees
As more payers gravitate toward value-based
payment models and increased emphasis is
placed on effective team-based medicine,

o Staff engagement
Wivere & m puyees Work with mangers to Imprave processes;

maintaining staff will be critical to practice a Care teams

success. wherawork Is deteqated to the appropriate leved
and everyone plays an important robe; and

Yet, recruiting and retaining top talent

continues to be a challenge for many medical '9 Get paid for the work

Recognition, which may extond beyond wages,

practices. Inchading flextble hours and educational rewards.
Staff turnover can be a significant drain on
both practice revenue and resources. The Sounne: Deitvonsh Walker Keenan, P, EACHIE

Center for American Progress estimates that for workers earning less than $50,000 annually, it will
cost employers approximately 20% of that employee’s salary to find a replacement. As some practices
face shrinking revenue under fee-for-service models, Deborah Walker Keegan, PhD,FACMPE, a
healthcare consultant for Medical Practice Dimensions and Woodcock & Walker Consulting, says they
may look at reducing their staffing size. “At some point, unless other changes are made to recognize
these staff in terms of both tangible and intangible rewards, staff feel overworked and underpaid,” she
says.

“These practices recognize that each member of the care team is vital to the success of the whole,”
Keegan says. “They expect high engagement and performance, while at the same time creating a
practice where staff feel their work is valued and makes a difference in patients’ lives.”

Complexity is impacting practices both clinically and administratively, she says. When staff members
are faced with additional workload, often it is without first being provided with the necessary tools and
education. Also, uncertainty has some staffers feeling insecure in their employment as healthcare
continues to change, Keegan says.

“Faced with this challenge, some staff go about their day racing from one task to another, feeling
increasing stress as they try to accomplish multiple, often competing demands,” Keegan says. “They
feel they cannot get out from under the weight of the work and are not able to do their very best work.
As a consequence, some staff members are seeking jobs that are more defined (and less chaotic).”

Successful practice managers must walk in their staff's shoes in order to keep them happy at work.
Addressing workplace issues that seem minimal to you can go a long way. Also, pay must remain
competitive.

“Your employees can reach superstar status only if their lower-order needs are met: The paycheck is
good and working conditions are fair,” says Judy Bee, practice management consultant with
Performance Practice Group in La Jolla, California, and a Medical Economics editorial board member.
“Good employees may leave because they are lured away (someone else promises something
missing in your practice) or because they are driven out (something in your practice is intolerable.)”

Bee says to reward employees in meaningful and creative ways. Extra paid time off, gas and other gift
cards and tuition assistance for dependent children can solve employees’ problems that may hinder
workplace performance.

“In today’s world of declining reimbursements, lower revenue means budget pressure on staff
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compensation. But that is the employer’s problem to deal with,” Bee says. “Physicians and managers
should never talk about such matters in the presence of the staff because it can cause anxiety about
job security, which can lead to distracted job performance and behavior.”

Next: Challenge #15

Challenge 15: Avoiding liability

The ACA'S impact on malpractice

Change in malpractice premiums for 2013, compared with 2012 The influx of patients stemming from the
P S Affordable Care Act (ACA), could be
S i contributing to added medical malpractice
Driraed i claims.
Bun' ke %
e T A 2014 report from Aon Risk Solutions projects

the frequency of claims per class 1 (internal
medicine) physician in 2014 to be 3.37%, and the severity of claims to be $185,000 per claim. The
projected frequency of claims by Aon in 2014 was 2.97% per class 1 physician, with a price tag of
$203,000 per claim.

Aon projects the loss rate for physician professional liability to be $6,230 per class 1 physician for
incidents occurring in 2015, up from $6,030 in 2014.

The 2015 projected loss rate for hospital general liability is $125 per occupied bed versus $119 in
2014, while the average general liability claim is expected to be $38,000 for claims occurring in 2015,
up from 2014’s projection of $36,000. The report draws on data from all U.S. states and provides
specific benchmarks for 27 states and the District of Columbia.

According to the report, Florida ($7,920) has the highest projected loss rates for 2015 at $7,920, while
Indiana, ($800) and Minnesota ($770) have the lowest.While the expanded market might increase
claims, premium prices have been holding steady for several years. The median level of annual
premiums paid by family/general practitioners in 2013 was $11,900, unchanged from the prior two
years.

Since 2009, median annual premiums for family/general physicians have dropped by 5.8%, and
premiums for internal medicine practitioners have come down by 11.7%, driven largely by greater
competition.

As a way to avoid potential liability, some physicians report practicing defensive medicine. Erring on
the side of caution, physicians order more diagnostic procedures than might be necessary to head off
litigation.

But a new study suggests that the overuse of resources might have less to do with avoiding liability
than with routine. RAND Health and RAND Institute for Civil Justice looked at emergency department
data from Medicare patients from 1997 to 2011 in three states that raised standards for malpractice
liability. The new standards essentially required patients to prove that physicians consciously
disregarded the need to use “reasonable care.”

The study found that “legislation that substantially changed the malpractice standard for emergency
physicians in three states had little effect on the intensity of practice, as measured by imaging rates,
average charges, or hospital admission rates.”
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