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HFS SERVICES INCLUDE: 

• Hospital Turnarounds: Comprehensive economic 
recovery programs, staffing and workflow redes-
ign, cost control systems 

• Facility Management: Interim and long-term, 
permanent executive staffing 

• Clinical Operations: Clinical department organ-
izational review, new services development, Title 
22, OBRA and JCAHO assessment and education, 
case management, staffing improvement 

• Revenue Cycle Management: Billing and patient 
accounting, workflow analysis, CDM review and 
updates, receivables management, billing systems 
review and planning 

• Health Information Management: Coding com-
pliance, web-based and interim coding, operational 
assessments, coding education, and clinical coded 
data analysis and documentation improvement ser-
vices 

• Compliance: Initial assessment according to OIG 
guidelines for compliance with participation in the 
Medicare and Medicaid programs 

• Accounting: Financial statement preparation, 
budgeting, business planning and litigation support 

 

• Mergers & Acquisitions and Financing: M&A 
analysis, market/feasibility studies, financial struc-
turing for bonds, appraisals and business valua-
tions 

• Licensing and Program Development: Licens-
ing, change of ownership, HPSA/MUA, Critical Ac-
cess Hospital, RHC, FQHC, primary care clinic and 
swing beds development and licensing, OSHPD re-
porting and physician practice evaluation 

• Reimbursement: Medicare, Medi-Cal and OSHPD 
cost report preparation and appeals, SNF and RHC 
rate setting, reimbursement maximization, dispro-
portionate share, reimbursement impact analysis 

• Recruitment and Interim Staffing: Interim 
staffing (CEO, CFO, Controller, Business Office 
Manager, HIM Director, Coder, Biller, Director of 
Nursing, etc.), executive recruitment 

• Support Services Consulting: Supply Chain (Non 
Labor Expense Management/Reduction, Logistics 
Improvement, Interim Management), Pharmacy 
Management, Central/Sterile Processing, Food & 
Nutrition Services Improvement, Laboratory Man-
agement, Environmental Services Management 

PUT HFS CONSULTANTS ON YOUR TEAM 

HEADQUARTERS 
505 Fourteenth Street 
Fifth Floor 
Oakland, CA 94612-1912 
Telephone (510) 768-0066  
Fax (510) 768-0044 

SAN DIEGO AREA  
13939 Poway Road 
Suite 11 
Poway, CA 92064-4849 
Telephone (858) 391-5656  
Fax (858) 391-5659 

LOS ANGELES AREA  
700 North Brand Blvd. 
Suite 330 
Glendale, CA 91203-3232 
Telephone (818) 957 2649  
Fax (818) 957 2790 

FRESNO AREA     
2040 North Winery #102 
Fresno, CA 93703-4814  
Telephone (559) 455-0826 
Fax (559) 455-0842 

www.hfsconsultants.com 1-800-888-4966 

WE NOW HAVE FOUR OFFICES TO BETTER SERVE YOU  

Since 1991, California healthcare organizations have made HFS Consultants 
an integral part of their operations. When they needed a CFO or business of-
fice manager, started up a rural health clinic or had reimbursement problems, 
we were there. 
We are over 100 Consultants strong, and growing.  
Count on our team's skills and knowledge, gained through years working with 
every kind of facility, from hospitals to rural health clinics to assisted living fa-
cilities. Make HFS part of your team for success and growth! 



MS-DRG’S: MAJOR CHANGES & IMPACTS ON REIMBURSEMENT 

To the right is an illustration of 
DRG 127 Heart Failure and Shock 
and the corresponding new classifi-
cations of MS-DRG 291, 292 and 
293. 
In this example, if the hospital 
had 100 DRGs in 2006, the re-
imbur semen t  wou ld  be 
$739,400.  
If these 100 cases fell into the MS-
DRGs in the following way the re-
imbursement would be $728,898:  

In this case there would be a de-
crease in reimbursement of 1.5%. 
This analysis helps the hospital 
identify their vulnerability under 
the new MS-DRG reimbursement 
methodology. 
The changes in the configuration of 
the MS-DRGs are even more 
closely related to the documenta-
tion and coding at the hospital. For 

example, the code for unspecified 
Congestive Heart Failure was re-
moved from the CC list in the MS-
DRG configuration. Thus the HIM 
coders should be requesting more 
specific documentation from 
the medical staff about 
that condition in order 
to accurately reflect 
the severity level.  
HFS has had the op-
portunity to perform 
this analysis on ap-

proximately 5 facilities. We have 
been able to identify opportunities 
to improve the MS-DRG category 
by reviewing documentation poli-
cies, providing education and edu-
cational material to the medical 
staff and performing record reviews 
for coding accuracy. In addition, we 
have trained Case Managers to 
identify conditions while the patient 

is still hospitalized that may need 
more specificity from the attending 
physician. These projects have 
yielded an 
increase in 

total Medi-
care reim-
bursement for the facilities by 
keeping the medical staff, case 
managers and coders aware of the 
need to be as specific and complete 
as possible when documenting the 
condition of patients.  
If you have any questions or would 
like to have HFS perform an analy-
sis on your current MS-DRG reim-
bursement, please contact Kathy 
McCaffrey at ext. 304 in the HIM 
Practice, and Becky Carroll at ext. 
285 in Clinical Operations. 
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Governor Schwarzenegger released his proposed 
2007-08 and projected 2008-09 General Fund budget in 
late January.  The current budget shows a $3.3 billion 
deficit and a projected $14 billion deficit for the follow-
ing year. 
The Governor issued an official proclamation to declare 
a “state of fiscal emergency” and in accordance with the 
terms of Proposition 58, called the Legislature into Spe-
cial Session to address the emergency. 
Included in the 2007-2008 proposed budget actions are: 
• A reduction in Medi-Cal rates to physicians and non-

contract hospitals 
• One month delays in August payments to FFS provid-

ers, non-contract hospitals and Medi-Cal managed 
care plans 

In other words, the shortages were pushed forward one 
month by delaying provider payments into the next fis-
cal year.  This partially accounts for the much larger 
deficit in 2008-09. 
To make it easier for us to understand, here are the 
providers impacted by the 10% cuts: 
10% reduction 
• Non-contract hospital inpatient 
• Hospital outpatient 
• DPNF 

• Subacute in a DPNF 
• Physicians and MLPs 
No 10% reduction 
• Contract hospital inpatient 
• FSNF 
• Subacute in a FSNF 
• RHC (both FS and HB) 
• FQHC 
The following fiscal year’s cuts reflect more Medi-Cal 
provider rate reductions, impacting physicians, FFS pro-
viders, non-contract hospitals and long term care facili-
ties.   
Although many elements in the Senate and Assembly 
budget bills were proposed by the governor in his 
budget plan, the bills do not currently include provisions 
for the reduction of disproportionate-share hospital pay-
ments or reductions in payments from the safety-net 
care pool.  
The full Senate and Assembly approved the Medi-Cal 
reductions as part of a package of emergency spending 
cuts to respond to the state's growing budget deficit. 
If you have questions on how these cuts affect your fa-
cility and how HFS Consultants can help, please con-
tact Bill Deane at ext. 246. 

THE CALIFORNIA BUDGET – PROJECTED HEALTHCARE CUTS  
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DRG - #127
DRG NAME: Heart Failure & Shock

Relative Weight – 1.0485
Facility Mcare Rate: $7,052

Reimb: $7394

MS-DRG – 291
Heart Failure & Shock wMCC

RW: 1.2585

Per Case Reimbursement: $8875

MS-DRG – 292
Heart Failure & Shock wCC

RW: 1.0134

Per Case Reimbursement: $7146

MS-DRG – 293
Heart Failure & Shock w/o CC/MCC

RW: 0.8765

Per Case Reimbursement: $6181



IMPROVING CHARGE CAPTURE PROCESSES 
A review of data from more than 100 hospitals, 
which encompassed more than 30,000 complete 
medical records and comprehensive billing and col-
lection records showed that, on average, the organi-
zations were losing 1% of revenue to errors on their 
chargemaster or charge capture processes (Duffy, J. 
“Are You Speeding Toward Revenue Loss?” HFMA, 
Dec. 2004, p.44-45).  

The predicament of lost charges has plagued hospi-
tals for years. Most hospitals acknowledge this prob-
lem, but are typically unaware of the magnitude of 
lost charges due to a lack of internal controls to 
identify charge capture opportunities. The difficulty 
in designing internal controls to identify charge cap-
ture opportunities is compounded by the complexity 
of ever changing codes and regulations. Even if the 
missed charge rate is small in large volume/high 
revenue producing areas of the hospital, the loss in 
revenue can be great over time. In addition to the 
lost revenue, missed charges also means missed op-
portunity for measuring resource consumption. 

What is the best approach and methodology to ad-
dress this problem? One typical approach is to try to 
manage what is already in the chargemaster. An-
other level of refinement includes identification of 
what isn’t in the chargemaster (e.g. associated pro-
cedures performed along with the main procedure 
may be missing, new devices and services, unbun-
dled devices and supplies that have been included 
together, etc.). While this approach is better than 
nothing at all, the outcome is retrospective. Wouldn’t 
it better to identify and eliminate or at least proac-
tively manage the issues that lead to and cause lost 
charges in the first place? 

Best practices suggest that a combination of clearly 
established charge capture processes, identification 
and remediation steps is the best way to address the 
problem. This approach encompasses the entire de-
sign and maintenance of charging policies and proce-
dures, auditing processes, staff training and educa-
tion and technology. In other words, there are many 
aspects that can create the opportunity for lost 
charges, therefore the solutions are numerous and 
need to mirror each aspect. 

Laying the Foundation - Charging Policies and 
Procedures 
The design and maintenance of charging policies and 
procedures should begin with a thorough under-
standing of how charges are to be maintained and 
captured along the revenue cycle continuum. This 
information will form the basis of the charging poli-
cies and procedures. Initially, each department man-
ager in each revenue producing area should work 
with a coder to decide what should or should not be 

included in the charge master. Additionally a process 
should be established to routinely review and revise 
all charges and to handle the addition of new 
charges for existing and new services. 

Identification of the Problem - Auditing      
Processes 

On an ongoing basis it is important to track how the 
charge capture process is working. The performance 
of routine audits will identify places where the charg-
ing process has broken down and provide the infor-
mation required to make timely corrections. Addi-
tionally, depending on the findings, it may be neces-
sary to update or revise the overall charging policies 
and procedures.  

There are several approaches to auditing charge 
capture. Generally it is advisable to always complete 
a reconciliation of your charges by tying the number 
of charges to the patient census. Another common 
approach is to identify usual problem areas based on 
problematic claims (Oftentimes there will be prob-
lematic claims for observation patients. These ser-
vices are often billed incorrectly because of confusion 
over inpatient/outpatient billing rules.) and to audit 
high dollar cases. There are more line items in high 
dollar cases, thus more opportunity for error. An-
other approach to use in identification of “problem 
areas” is to review charge capture issues by review-
ing pended claims. 

Periodic detailed audits can be performed to com-
pare items documented in the patient chart against 
what has been charged. These audits are known as 
chart to charge audits. Additionally, it is advisable to 
perform a charge capture audit for any new depart-
ments, or clinical areas that have undergone a com-
puter conversion, had staff turnover or have had any 
type of reorganization.  

Charge capture audits should be routinely performed 
for 

• Departments or areas of the hospital that generate 
significant volume/revenue (e.g. radiology, lab, 
OR, emergency room) 

• Departments or areas of the hospital where reim-
bursement is dependent on having the right CPT 
codes and revenue codes associated with the 
charges on the bill (e.g. radiology, surgery and 
cardiac cath). (Pharmacy is another area that is 
high volume where charging and coding the drugs 
correctly can be “tricky”) 

• Areas that demand complex coding (e.g. services 
that require different types of codes. Interventional 
radiology requires 2 codes for the claim, CPT radi-
ology codes, designated by the 70000 series and 

(Continued on page 5) 
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surgical codes designated by 10000-60000 (surgical 
section of CPT4) 

Fixing the Problems - Remediation  

The first step in remediation is education. Most of the 
time hospital staff does not understand their role and 
how their behavior impacts the payment system. 
When a problem is identified, the financial staff needs 
to work with hospital staff to develop a solution. De-
velopment of an effective solution oftentimes involves 
education for all parties. Therefore the most effective 
education establishes a team approach between fi-
nance, coding, the department managers and clinical 
staff. The financial staff will teach the department and 
clinical staff about the details of the charges, how the 
facility gets paid, what should be on the bill and what 
a revenue code is. The coders will teach aspects of 
how to code and the clinicians will teach the clinical 
language. It is important to make accurate charging 
part of everybody’s job. 

Managing and Maintaining – Technology 
Technology tools are a critical component in success-
fully correcting and managing lost charges. Payer 
regulations and coding has become very complex over 
the years. Additionally the volume of charges is daunt-
ing. Most hospital chargemasters are made up of thou-
sands of line items. It is almost impossible to manage 
changes manually no matter how many people are 
employed.  

Today’s technology allows people to work more effi-
ciently by managing large volumes of data. There are 
software programs available to assist with keeping the 
chargemaster up to date and compliant. Additionally 
automation of processes and storing huge amounts of 
data (e.g. Medicare transmittals) will allow for efficien-
cies that could never be realized in a manual system. 
Many systems can track and trend data that can be 
used to identify areas of missing charge capture or in-
appropriate charging. Today’s systems also use soft-
ware with workflow communication tools for conven-
ient dialogue between the charging department and 
clinicians. Changes in codes can be communicated 
quickly and directly. Special software can scrub the 
chargemaster for appropriate CPT codes and flag those 
no longer in use. Many systems provide a bill analyzer 
feature that will review all claims for errors before 
they are sent.  

Putting it all Together 
In summary, a sound infrastructure of charge capture 
policies and procedures, along with ongoing auditing 
with corrections, education, training and communica-
tion and current technology solutions will provide a 
holistic approach that will result in improved charge 
capture. Most importantly, this holistic approach fo-
cuses on creating a culture where accurate charging is 
everybody’s job. 

If you are interested in learning more about how to 
improve your charge capture processes, contact 
Marion Schales at ext. 290. 

(Continued from page 4) 

Have you ever wondered how the Physicians feel about your facility’s new project? 

Need to follow-up on how well the ER did on a patient’s last visit? 

Want to know what your employees really think about your administration? 

Curious about how much other facilities in your area charge for services? 

Too afraid to ask? 
HFS can now provide you with the perfect tool to obtain information vital to your facility 
and your staff. This can be done with the assurance of complete anonymity, confidentiality 
and privacy. 

In the course of many of our projects, we find it necessary to collect demographic and community data, pa-
tient and practitioner opinions, staff and personal comments and other information specific to facilities or in-
stitutions. As a result, we’ve developed a method of providing on-line access through the internet to a web- 
site tailored specifically to the needs of our clients. 

Our staff will design, collect and analyze surveys with any number of specific questions intended to obtain 
very detailed information as needed by the client.  The surveys are easy for the users to access and quick to 
complete. All questions can be individually tailored as needed: Multiple Choice, Rating Scale, Fill-in, Drop-
Down, Essay or Comment. Results can be arranged in any format imaginable back to the user: Raw Data, 
Graphs and Charts, Excel or Access files, Statistical Analysis, or a written report detailing the findings. 

To view and complete an example survey to see how painless these surveys are, please visit our web-site at 
hfsconsultants.com/survey.html. For more information please contact Randy Grossman at extension 310 or  
Danny Smulevitz at extension 294. 

INTRODUCING HFS’ WEB BASED SURVEY TOOL 



An example of HFS’ community involvement features President Rich Gianello and Manager Bill Deane spending a week 
recently in New Orleans working to rebuild homes in the post-Katrina ongoing reconstruction efforts. 

Rich and Bill were pleased to report the enormous number of volunteers throughout 
the area that are spending extended periods of time, especially college age students 
and post-college volunteers.  When they asked a Deacon in a local church, “How long 
do you think volunteers will be needed for this effort?”, she answered “As long as we 
both shall live.” 

HFS’ Social Responsibility Steering Committee is hoping to plan another trip later this 
year for HFS employees, family and friends. If you would like to help with ideas, volun-
teering or financial support, please contact Bill Deane at extension 246. 

SPOTLIGHT ON HFS EMPLOYEE COMMUNITY INVOLVEMENT 
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ORGANIZATIONAL RESTRUCTURING 

Helping a County Health System to Improve 
Functionality By Streamlining Their Organization 
Recently HFS Consultants completed a six month en-
gagement whose principal goal was to assist a county 
run health system (here after referred to as “The Sys-
tem”) to implement a number of changes designed to 
enhance revenues, decrease cost and redesign various 
elements of The System. Two key projects were devel-
oped to achieve this goal. The first project involved 
working with The System to facilitate achieving and 
implementing Federally Qualified Health Center – 
Look-Alike (“FQHC-LA”) status for a number of their 
ambulatory care centers (which is projected to bring in 
several million dollars of new revenue each year). A 
second project focused on the development of a num-
ber of initiatives that resulted in the elimination of 
some services (primarily where services were available 
within the community from other providers), staffing 
reductions, and a redesign of the health system organ-
izational structure (which all together is also projected 
to save The System several million dollars). This arti-
cle will examine one of the key initiatives that required 
HFS to assist our client in restructuring their organiza-
tion and positioning them to better deal with the pre-
sent and future challenges of delivering healthcare in 
the ever changing California marketplace. 
I. Organizational Structure Redesign  
In a 2006 article that appeared in the OP-ED section of 
the Boston Globe, the importance of having the right 
structure was discussed in connection with a six hospi-
tal system’s search for a new CEO. The author pointed 
out that in order to attract the best candidates some 
changes in the organizations structure would be 
needed (the hospitals belonged to a struggling, Catho-
lic Healthcare System). This was due to the fact that 
“[t]he healthcare business demands specialized lead-
ership and an organizational structure that supports 
innovative thinking and fearless decisions (Giving Cari-
tas a Healthy Future, Ellen Bender, The Boston Globe, 
June 10, 2006, Page A 11).”  
Author Dereck Newman (1973) defined organizational 

structure as that which “delineates and regulates in a 
consistent way the work, the actions and the behavior 
of the people in the organization, in their relationships 
with each other, with the organization’s environment 
and above all with the organizations objectives 
(Organizational Design: An analytical approach to the 
structuring of organizations, Dereck Newman, Edward 
Arnold Publishers, London 1973, Page 63).” Put an-
other way, organizational structure is how a busi-
nesses employees and managers work together as in-
dividuals and in work units to accomplish the busi-
nesses goals. An organizational chart is the commonly 
used means to diagrammatically illustrate the relation-
ships between work units within the organization.  
In Creative Organization Theory: A Resourcebook 
(Sage Publications, Newbury Park, 1989, Pages 64-7), 
author Gareth Morgan identified six different types or 
models of organizational structures that formed a con-
tinuum from more bureaucratic to more flexible. Key 
types of structures included:  
• Rigidly organized bureaucracy 
• The bureaucracy run by a senior executives group 
• The bureaucracy that has created cross departmen-

tal teams and task forces 
• The matrix organization 
• The project based organization 
• The loosely coupled organic network  
The different types of organizations describe both the 
relationship of individuals within an organization (for 
example, superior-subordinate relationships/ collegial-
teammates relationships /subcontractor relationships) 
and the flow of information and decisions.  
As a county organization it should not be surprising to 
learn that The System is currently organized along bu-
reaucratic, hierarchical lines. (The fact that the struc-
ture is hierarchical describes the vertical relationship 
between different business units with more power con-
centrated in each successively higher level.) Decision 
making tends to be centralized with power flowing 

(Continued on page 7) 
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from the organization’s Board (in the case of The Sys-
tem from the County Board of Supervisors and a Com-
munity based Board for the FQHC-LA clinics) to the 
County CEO and then to The System’s Executive Di-
rector. Subordinate Directors over various service lines 
are then given direction and guidance from the Execu-
tive Director. One unique feature of the existing or-
ganizational structure was that the Executive Director 
had eight direct management reports and eight tem-
porary direct reports from the Clinical Services service 
line. 
Unlike the county, other types of businesses have 
found greater utility in using one of the other models 
of organization. This is due in part to the need for 
quicker decisions and the involvement of staff in deci-
sion making. These types of organizations tend to be 
decentralized with fewer levels of management.  
II. Key Redesign Considerations 
In September, 2007, a team comprised of members 
from HFS, The System and the County’s Chief Execu-
tive Office (hereafter referred to as “The Team”) was 
assembled to work on the organizational redesign ini-
tiative. During The Team’s discussions, several criteria 
were selected for use in determining the utility of a 
particular organizational structure to the System’s ex-
ecutive management. Key factors included: 
• Does the proposed organizational structure improve 

decision making within the organization? 
• Does the proposed organizational structure address 

span of control issues for upper level management? 
• Does the reassignment of individual managers im-

prove the efficiency and effectiveness of the organi-
zation? 

• Does the complement of managers identified as be-
ing needed in a particular organizational structure 
represent the best “mix” of talent necessary to run 
the organization? 

Utilizing these criteria, The Team reviewed each pro-
posal with a bias towards achieving the best combina-
tion of attributes possible. As the review went forward 
The Team went to great efforts to make decisions 
based on the positions under consideration and not on 
the individuals working in them.  
III. Proposed Organizational Structures 
Three different models of organizational structure were 
considered with two minor variations on two of the 
models. The primary services lines (Clinical, Financial 
and Public Health) remained the same in each of the 
models. The number of positions deleted was also the 
same (four positions) except for one model where five 
positions were reduced. The key differences in the 
models was the number of positions that reported di-
rectly to the Executive Director (Range 6-9), whether 

the Safety and Risk Management functions were reas-
signed to another executive and whether a COO role 
would be created. This last consideration was exten-
sively discussed but ultimately rejected because of a 
concern that The System needed more individual focus 
on each service line. Other considerations that were 
discussed during the review of each model included 
funding sources, regulations, skill sets and opportuni-
ties for collaboration. 
IV. Selected Organizational Structure  
The proposal that was selected for implementation by 
The System offered a number of advantages over the 
current organizational structure. First, the new organ-
izational structure dramatically reduced the number of 
direct reports to the Executive Director. This will allow 
the system Director to spend less time dealing with 
lower level operating issues and instead concentrate 
on the strategic and external issues facing the system. 
The new structure also established a single designated 
leader for the clinical service line. This change resulted 
in the ability to eliminate a vacant Assistant Director 
position. Another advantage of this proposal was the 
realignment of several functions and departments. 
Within the clinics, the management of the second larg-
est clinic was reestablished as requiring a full time 
manager. However, the concept of having some man-
agers of smaller clinics serving as managers of two 
clinics at a time was also retained by dividing the time 
of one of the smaller clinic Manager’s time between 
two small clinics. The new organizational structure also 
brings Managed Care Operations, Risk Management 
and the Indigent Health Program together under the 
Finance Service Line where they would report to an 
experienced Assistant Director. This Assistant Director 
also absorbed some additional functions that resulted 
in the elimination of another management position. 
Overall, the new structure achieved all of the key cri-
teria identified as important by the team and promotes 
more efficient operations.  
V. Conclusion 
The System stands to save several hundred thousand 
dollars on staffing changes made as a result of the Or-
ganizational structure changes. Equally important is 
the fact that the changes should help the Executive 
Director of The System be more productive (due to 
having less direct reports) and provide clear, direct 
leadership for the Clinical Services Service Line. Over-
all, the organizational restructure should enable The 
System to sustain its current improvement efforts and 
meet tomorrow’s new challenges. 
If you would like additional information regarding this 
article or the services HFS Consultants provided The 
System, please contact the author, Pierce Leavell at 
ext. 308. 

(Continued from page 6) 
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POST ACUTE CORNER 

As identified by The Centers for Medicare & Medicaid Services (CMS), the MDS 3.0 is designed “to increase 
the clinical relevance, accuracy and efficiency of assessments, obtain information directly from residents, in-
clude assessment items used in other care-settings, and move items toward future electronic health record 
format.” 

As a matter of fact, the new 
MDS 3.0 looks a great deal 
like the web based CARE 
tool that is currently under 
pilot. This may mean the 
need of a laptop or other 
handheld device with wire-
less internet connection, if 
the Interdisciplinary Team 
(IDT) is to be at the bedside 
obtaining information di-
rectly from the resident.  

It is definitely something to 
keep in mind as the timeline 
to the right plays out. 

You can download all infor-
mation from the CMS web-
site: www.cms.hhs.gov/
N u r s i n g H o m e Q u a l i t y -
Inits/25_NHQIMDS30.asp 

 

USE OF THE 
CARE TOOL 
The goal of the Medicare 
Post Acute Care Payment 
Reform Initiative is to stan-
dardize patient assessment 
information from PAC set-
tings and to use these data 
to guide payment policy in 
the Medicare program.  

The pilot for the CARE Tool 
will begin around July 2008 
for the San Francisco Bay 
Area for use at the time of 
acute hospital discharge 
and at PAC admission and 
discharge. It is an instru-
ment that is designed to be 
initially completed by the discharge planners in the acute setting for any patient that is to be discharged to a 
post acute setting. It is to then be used in the first two days of admission into the post acute program and 
again two days prior to discharge from the post acute setting. CHA has been following the progress of the 
pilots in identifying the burden of the time commitment involved in completing the tool, the accuracy of the 
data, training issues, and ultimately access to post acute services. 

For more information regarding the CARE tool or MDS 3.0, please call Becky Carroll at ext. 285 or bcar-
roll@hfsconsultants.com . 

IMPLEMENTATION OF THE NEW MDS 3.0 

MILESTONE  DATE  
MDS 3.0 Implementation Announcement  October 2007 
Web Posting of Draft of the MDS 3.0 Timeline  December 31, 2007 
Web Posting of Draft of the MDS 3.0 Instrument  Prior to January 24, 2008 
Special Open Door Forum (ODF) Regarding MDS 3.0 
Clinical Content Changes  January 24, 2008 

MDS 2.0/MDS 3.0 Crosswalk to States, Providers and 
Vendors  Spring 2008 

MDS 3.0 Transition Plan to States, Providers and 
Vendors  Spring 2008 

Draft MDS 3.0 Specifications to Vendors and Providers 
with preliminary Staff Time Resource Intensity 
Verification (STRIVE) changes  

November 2008 

Final MDS 3.0 Specification Changes to Vendors and 
with STRIVE Providers  February 2009 

State Medicaid National Meeting MDS 3.0 Presentation  March 2009 
RAI and Technical Conferences: State Survey, 
Medicaid & Automation Staffs  Spring 2009 

Two MDS 3.0 Satellite Broadcasts  TBD 
FY 2010 SNF Payment Update Federal Register Notice 
including RUGs Changes  July 2009 

MDS 3.0 Implementation  October 1, 2009 
MDS 3.0 Used in Survey Process  October 2009 
Survey Quality Indicators   
QIs Use MDS 2.0 Data Only  Thru Sep. 30, 2009 
QIs USE MDS 2.0 & MDS 3.0 Data  Oct. 2009 - Jun. 2010 
QIs Use MDS 3.0 (minor 2.0 carry forward)  Jul. 2010 -Sep. 2011 
QIs Use MDS 3.0 Data Only  October 1, 2011 
Nursing Home Compare Publicly Reported Quality   
Measures (QMs) Transition   
QMs Use MDS 2.0 Data Only  Oct. 2009-Mar. 2010 
QMs Use Partial MDS 2.0 & MDS 3.0 Data  Apr. 2010- Sep. 2010 
QMs Use MDS 3.0 (minor 2.0 carry forward)  Oct. 2010 - Sep. 2011 
QMs Use MDS 3.0 Data Only  October 1, 2011 



SNF NURSE-STAFF RATION EMERGENCY REGULATIONS 
Last October, the California Department of Public 
Health (“CDPH”) sent out a memo (DPH-03-010E) to 
all Skilled Nursing facilities with the Emergency Rule-

making supplement to Title 22 for the 
new nurse staffing ratios. Notice 
was given that CDPH would hold 
a public hearing on January 30, 

2008 to hear opinions on the 
proposed regulations. 
To those of you who may be 
worrying about the new SNF 

ratios, be aware that they will 
not go into affect until the 
budget is appropriated. At the 
public hearing, questions were 
posed to the regulators. Some 
of the questions identified in a 
recent memo to CHA mem-

bers and at a recent Cali-

fornia Hospital Association – Hospital Services for 
Continuing Care (“HSCC”) meeting include: 

1. Does the ratios mean “at all times”? 
2. Is it on a shift to shift basis or for the 24 hours? 
3. What do you do if there is no unlicensed staff in 

the HB/NF? 
4. What happens if 12 hour shifts are 

used? Or other than 8 hour 
shifts are used? 

According to Lynne Mantz, the 
President Elect of HSCC, “the peo-
ple that spoke (at the hearing) were 
very passionate about the subject”.  
Please let us know if you would 
like HFS Consultants to keep 
you informed of any updates as 
more information becomes avail-
able. 

PAGE 9 
SPRING 2008 

RURAL PACE 
What is PACE? 

Program of All-inclusive Care for the Elderly (PACE) programs provide comprehensive health services for in-
dividuals over age 55 who are sufficiently frail to be categorized as "nursing home eligible" by their state's 
Medicaid program. Services include primary and specialty medical care, nursing, social services, therapies 
(occupational, physical, speech, recreation, etc), pharmaceuticals, day health center services, home care, 
health-related transportation, minor modification to the home to accommodate disabilities, and anything else 
the program determines is medically necessary to maximize a member's health. 

PACE programs are managed care programs - they are reimbursed on a fixed per member per month rate 
(or capitation payment) and, in return for this fixed payment, they are responsible for providing 100% of the 
health services their members require. 

What is Rural PACE? 

The Deficit Reduction Act (DRA) of 2005 authorized a Rural PACE initiative and in 2006 the Center for Medi-
care and Medicaid Services (CMS) announced 15 rural PACE grantees. The Cherokee Nation Comprehensive 
Care Agency's Cherokee Elder Care (CEC) is one of the first rural PACE programs and the first tribally spon-
sored programs in the country. Its first facility is due to open mid-2008, in Tahlequah, Oklahoma. 

Rural PACE in California 

Although there is a recognized need, there is as yet no Rural PACE program established in California. The 
following excerpt is from Health Reform 2007: Impact on the Valley, published by the Central Valley Health 
Policy Institute, California State University Fresno:  

Other states have begun developing and implementing Rural PACE programs but this 
rural model has not been introduced in California. Given the aging population it is 
imperative the health resources be allocated to exploring alternative models of inte-
grated, community-based long term care. None of the proposals specifically address 
this need. 

According to the California Endowment website, the Central Coast Rural PACE Project was awarded 
$125,000.00 on 2/12/2004 to assess the viability of replicating a model program that would provide compre-
hensive health services for frail, older adults in Santa Barbara and San Luis Obispo counties. 

The U.S. Department of Health & Human Services website references Northern California Telemedicine Net-
work as a strategy that Rural PACE providers could develop and participate in partnerships to increase the 
technological capacity of their service area. 

If you would like more information or resources on this subject, please contact Gail Atkins at ext. 500.  
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PATIENT OBLIGATIONS CONTINUE TO GROW 
ARE YOU LOOKING FOR A NEW SOLUTION?  

HFS Consultants has recently partnered with 
CSI Financial Services in order to share their 
products and services with our clients. San Diego 
based CSI Financial Services has provided hospi-
tals and patients with non-application based loan 
programs since 1992. CSI has funded more than 
$200 million in patient loans enabling hundreds of 
thousands of patients to pay their healthcare obli-
gations. 
In 2007 alone, the number of uninsured Califor-
nian’s amounted to roughly 6.6 million people, or 
more than 20 percent of the popula-
tion. Those staggering figures 
anointed California as having the 
highest number of people without 
insurance in any state last year; a 
dubious honor. The increase in the 
underinsured population adds fuel to 
the every growing percentage of patients that can 
not pay their bill in full when due. Finding a cost 
effective solution that allows a healthcare facility 
to efficiently collect these accounts and maintain 
positive patient relations can be daunting. 
Self Pay and Bad Debt: An Unhappy Union 
While the upcoming presidential election has 
shined a spotlight on universal healthcare issues 
for many Americans, the growing number of self 
pay and underinsured patients is not new infor-
mation for the nation’s healthcare providers. Ac-
cording to the U.S. Census Bureau, Housing and 
Household Economic Statistics Division’s data, the 
percentage of American’s without health insur-
ance increased from 15.3 percent in 2005 to 15.8 
percent in 2006; with the number of uninsured 
increasing from 44.8 million to 47.0 million, and 
growing. A 2007 Consumer Reports study shined 
light on the underinsured patient issue, stating 
that 24% of the U.S. population were living with 
barely enough coverage for their medical needs. 
Growing hand in hand with the increase of unin-
sured and underinsured is the increase of bad 
debt.  
The American Hospital Associations’ national fig-
ures on uncompensated care costs, not including 
Medicaid or Medicare underpayment costs, ac-
counted for 5.6% of total expenses in 2005. This 
continued shift of the risk associated with patient 
payment to healthcare providers has prompted 
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providers to seek innovative solutions that will not only 
help them to collect more dollars from this difficult portion 
of patient pay, but also enable them to continue to treat 
their patients in a kind and courteous manner. 
A Positive Solution for Both Providers and Patients 
More and more hospitals throughout the U.S. have opted to 
offer automated bank loan programs for patients who are 
unable to pay their balance in full when the account is due 
– and it is working. The industry leader, CSI Financial 
Services, has automated loan programs that allow the pa-
tients to pay the healthcare provider, in full, when the bal-

ance is due. This program, in place since 1992, 
results in increased collections, a reduction in 
bad debt expense, and an overall reduction in 
the cost of collections. More importantly, the 
patient experience is improved, as patients are 
offered a positive option – one that allows them 
to avoid the prospect of damaging their credit 

by being sent to collections. 
CSI Financial Services offers bank loan programs that meet 
the needs of both healthcare providers and their patients. 
CSI has many types of patient loan programs including 
loans with below market interest rates, easy qualification 
parameters, loan programs for patients with weak or no 
credit scores, and specialized loan solutions for low and 
high balance accounts. 
Immediate Infusion of Cash for Payment Plans  
CSI also offers a loan program that immediately funds 
healthcare providers for patient payment plans that have 
already been established with the patient. Under this 
unique program, the patient payment plan is transferred to 
the bank, with the monthly payment amount and the inter-
est rate (typically zero interest) being honored by the 
lender. The provider receives payment for these accounts 
at transfer and no longer has to manage the monthly billing 
and collections. This program has created considerable 
wins at many facilities as the cash infusion to the hospital 
is significant, typically ranging from the low six figures to 
multi-million dollar payments. Perhaps a more important 
aspect is the ability to benefit the hospital and to improve 
community relations by treating patients in a humane fash-
ion that helps them preserve their good credit standing 
while still allowing them to pay their balances over time. A 
win-win situation. 
For more information about CSI Financial Services and 
how they can help you to meet your revenue cycle goals 
visit www.csifinancial.com, or call Marion Schales at 510-
768-0066 ext. 290 



HFS RECENT ENGAGEMENTS 
• E&M coding evaluation for large Northern CA physi-

cian group. 

• Inpatient coding audits for two Northern CA and 
two Southern CA hospitals.  

• RHC certification for new Outpatient departments 
of several rural hospitals. 

• PPS rate setting for clinics located in Delano, 
Livingston, Yreka and Coulterville. 

• Financial review and analysis of Petaluma Valley 
Hospital on behalf of the Healthcare District. 

• Financial Feasibility Study associated with a Cal 
Mortgage application for remodeling and seismic 
retrofitting for N.T. Enloe Hospital in Chico. 

• Financial projections for proposed 99-bed free 
standing Skilled Nursing facility for East Kern 
Healthcare District. 

• Contracting with San Mateo County to review phy-
sician, ancillary and HMO contracts for renegotia-
tion and reimbursement levels. 

• Interim CFO for Cascade Health in Bend, Oregon. 

• Financial projections associated with a Certificate 
of Need application for Harrison Medical Center in 
Bremerton, Washington. 

• Northridge Hospital - Materials management and 
expense reduction program for expenses related to 
orthopedic supplies resulting in a $ 1.8 million sav-
ings 
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HFS EMPLOYEE ADDITIONS AND CHANGES 
HFS has been adding team members to accommo-
date the increase in client engagements in a variety 
of business services.  Among the team members we 
have added are: 

• The Fresno billing office has added Elisenda 
Anaya, Norma Garcia and Christina Valles as 
Technical Specialists to their staff.  

The Glendale office has added Harry Shore to as-
sist in Controller, Administrator and CFO duties.  
Harry is a C.P.A. with audit experience in both the 
provider and insurance payor sides.    

• Marcus Armstrong joins the Oakland staff  as 
a Senior Reimbursement Analyst with C.P.A. ex-
perience in acute care, long term care and men-
tal health services.  Marcus has also worked as a 
Controller in acute care.  Sherry Brown also 
joins our Reimbursement Team. 

• The Administrative team adds a new Assistant,  

Cazondra Collins.  Also joining the Admin team 
as our new receptionist is Tina Maglia. 

• Allen Yang brings experience in Nursing Home 
Administration and joins our LTC projects group 
as Interim Administrator. 

• Craig Ohira joins our Management Operations 
group and will assist us in acute care and LTC 
facilities.      

 
HFS welcomes all our new employees! 

 
• Judith A. Holloway, Director of the HIM Prac-

tice, is reducing her hours at HFS Consultants to 
focus her attention on studies for a graduate 
degree.  She will be retain the responsibility for 
technical operations in the HIM Practice and her 
title will be HIM Quality Director.  She can be 
contacted at the HFS offices at 510-768-0066.  
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Current HFS search projects: 

• Completed March 2008- Shawn Bolouki, Chief Executive 
Officer, Tulare District Hospital 

• Completed Fall 2007- Frank Adomitis, Chief Financial Of-
ficer, Mountains Community Hospital, Lake Arrowhead 

• Ongoing- Chief Financial Officer, Confidential Healthcare 
Organization, Northern California 

• Ongoing- Controller, Confidential Healthcare Organization, 
Northern California 

• Ongoing- Patient Financial Services Manager, Northern 
California 

If you would like information on how HFS can assist your 
organization in locating and placing a highly skilled profes-
sional, please contact Don at ext. 311 or Jerry at ext. 307. 

EXECUTIVE SEARCH PROJECTS 
One of the lesser known practice areas for 
HFS is Executive Search and Recruitment.  
Don Whiteside is the practice leader and is 
involved in every search.  Jerry Anderson 
and other members of our staff are important 
team members. The contact and recruiting 
work is performed by these high level senior 
executives and not assigned to junior staff. 
This will benefit your organization by increas-
ing the responsiveness of potential candidates.  

Our search approach and philosophy empha-
sizes professionalism and respect for both our 
clients and candidates.  Our experience has 
demonstrated that candidates are more likely 
to consider opportunities when they are 
treated with respect, honesty, confidentiality, 
and warmth. 
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