HEALTHCARE CONSULTING

The Journey from Backlogs to Bene ts

Background

St. Joseph’s Mercy Health Center in Hot Springs, Arkansas was dealing with
persistent accounts receivable (AR) and revenue management problems due to
clinical coding for nearly two years. Similar to the problems being dealt with in
many other institutions, they had quality, productivity, and organizational issues. Six
full-time clinical coders were responsible for the accurate and timely coding of
approximately 50 inpatient discharges per day. Despite this high coder-to-discharge
ratio, the backlogs remained.

In 2004, the organization decided to place clinical coding under the auspices of the
revenue management department. While having coding report directly to revenue
management is an industry trend, St. Joseph’s did not see the improvement in
quality and productivity that was expected. A new Health Information Management
(HIM) Director, Renee Williams, came on board in mid-2004, and one year later, the
decision was made to bring coding back into the HIM department.

Challenge

Renee’s first action plan focused on trying to improve productivity and quality
using existing staff. Quality and productivity goals were implemented along with
a retraining and educational program. The organization also provided a new work
area with updated equipment so the coders’ environment was a positive influence
in the workplace. All of these steps were tried as the first approach to progress.

Nine months later, little had changed. With an average of $10 - $12 million per day
in incomplete, inpatient abstracts, Renee decided to look in a different direction to
resolve the inpatient coding backlogs.

Solutions

With persistent backlogs as the primary issue, Renee decided to evaluate new,
outside options. The organization’s Chief Financial Officer (CFO) fully understood
the financial implications of continual coding backlogs and alongside Renee,
valuated three different outsourcing companies with the following criteria in mind:

Lapacity to do all types of coding

Ability to use St. Joseph'’s existing systems

No travel expenses for outsourced coding staff — remote coding
©n-site coders available if needed for vacations, census spikes, etc.
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At a Glance:

St. Joseph's Mercy Health Center
Hot Springs, Arkansas

Facilities

Member of Sisters of Mercy
Health System

Six affiliated community clinics
Mercy Heart and Vascular Center
Mercy Cancer Center

Mercy Diabetes and Wound Center
Mercy Women'’s Center

Location

A member of the Sisters of Mercy
Health System, St. Joseph's is a
309-bed, not-for profit Catholic
hospital and two-time recipient of
the HealthGrades Distinguished
Hospital Award for Clinical
Excellence™. St. Joseph's has
served the healthcare needs of
Hot Springs and its surrounding
communities since 1888.

Solutions
HealthPort HCS-Coding Services
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Benefits

“| particularly appreciate the flexibility | now have in coding options,’ states Renee.
From time to time, she prefers to have HealthPort coders on-site, and they will
come at a moment's notice. For example, St. Joseph's fiscal year ends on June 30.
Renee will have HealthPort staff on-site during this time to perform the coding. This
way, remote coders don't have to wait for scanning in order to code. Hastening the
process by just one day during this critical time will ensure all revenue for 2006 is
billed accurately and on timel!

Quality management is done internally at St. Joseph’s by Renee and externally by
the Quality Improvement Organization (QIO). To date, HealthPort has met or exceeded
all quality and productivity goals. The outsourced coding team is more skilled at
identifying complications and co-morbidities previously left un-coded. The resultis a
more accurate case mix index and complete confidence that “right” reimbursement
is received. The organization's documentation improvement program will further
support coding specificity and contribute even more to an accurate case mix.

From the financial perspective, Renee has surpassed her targeted reduction in
Discharged Not Final Billed (DNFB) by 50%. Originally hovering at $10 - $12
million, Renee and her CFO set their DNFB goal at $5.5 million. With help from the
HealthPort team, they initially surpassed their financial goal with an up front, DNFB
reduction. Since then, they have achieved their goal every month and continue to
revise internal processes to set the benchmark even lower.

Finally, the cost-benefitanalysis of outsourcing was another benefit to the organization.
The outsourcing costs are equal to the expense of four full-time coders. With six
coders employed previously, the organization has experienced hard-dollar savings
for two FTEs plus their benefits with soft dollar savings in space and supplies.

“With the HealthPort team managing our inpatient coding services, the entire
process has become easier,’ remarks Renee. She has one contact and simply
doesn't worry about coding anymore. “After the first month and a half of start-up,
everything is running very smoothly” Security is excellent and St. Joseph'’s has a
strong confidentiality agreement in place with the ability to track each user via audit
trails, further guaranteeing HIPAA compliance.

“Outsourcing coders remotely with a partner like HealthPort is a winning
strategy,’ concludes Renee. According to Renee, the management and staff are
knowledgeable, up-to-date, very flexible, and well-trained. Over the past 15 years,
Renee has worked with HealthPort at various other facilities with good results,
making her decision even easier. Positive experiences and great results are another
upside for St. Joseph’s and another right decision for HIM.
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