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Medical Briefs 
 
 

Census Data on Health Insurance Coverage 

 

The number of people with health insurance increased to 256.2 million in 2010 from 
253.3 million in 2009, according to the U.S. Census Bureau’s annual report of health in-
surance coverage using data from 2010. The report found that the number of people cov-
ered by employment-based health insurance fell from 170.8 million (56.1%) in 2009 to 
169.3 million (55.3%) in 2010. The percentage and number of people covered by govern-
ment-provided health insurance rose to 95 million (31%) in 2010 from 93.2 million 
(30.6%) in 2009. 
 

Physicians Generate Big Revenues for Hospitals 
 

How valuable are physicians to their affiliated hospitals? Very, according to a study con-
ducted by Merritt Hawkins, a national physician search firm. It found that family and gen-
eral internal medicine physicians each generate an average of more than $1.6 million in net 
revenue for their affiliated hospitals. 

 

If you would like to receive all future editions of this newsletter  
via e-mail, please feel free to send an e-mail to: 

 

MLM@sciarabbawalker.com 

Physicians, more than almost any other occupa-
tional group, fully understand how a simple slip 
or fall can cause serious injury. They know, too, 
that even otherwise seemingly healthy people 
may be stricken by illness and disease. Physicians 
should also recognize that they are no more im-
mune to accidents or illness than the general pop-
ulation. 
 
The reality is that an accident or illness could 
prevent you from practicing and making a living. 
Are you confident that you could pay all your 
bills if you become disabled and are unable to 
work? And for how long? The only real protec-
tion against such a catastrophic possibility is carry-
ing some combination of short- and long-term 
disability insurance. Disability insurance can 
make up for part -- or, perhaps, most -- of the loss 
of your income. A private long-term disability 
policy will generally cover 60% of your salary. 
 

Typically, you can buy a disability policy through 
a group plan or you can buy a personal or indi-
vidual policy. Group insurance may initially offer 
lower premiums. However, since group premi-
ums are usually based on the claims experience 
of the entire group, an increase in the number of 
claims could cause premiums to increase. Indi-
vidual policies generally offer a wider range of 
coverage options and, by definition, are individu-
alized to your situation. Customizing a policy to 
fit your preferences could help keep overall costs 
down. There are numerous variables at play 
when selecting a disability policy. 
 
Here are some factors to consider when looking 
into different disability policies: 
 
Definition of Disability 
 
Before buying a policy, check the definition of 
“disability.” How the policy defines “disability” is 
a key factor in determining to what extent -- if at 
all -- you’ll be entitled to collect benefits under 
the policy’s terms. Determine whether you need 
or want an “own occupation” policy. If you are 
unable to work at your own occupation (eye sur-
geon, for example) but are capable of doing other 
work, some policies will pay you only a small sum 
-- or no benefits at all. Other policies provide 
benefits based on the fact that you cannot work at 
your own occupation, even if you can do other 
work, including work in medicine. 
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Perspectives on Medical Practice Management 

 

Can We Help? 
Our firm provides a broad 
range of services to medical 
practitioners, including: 
Accounting &  
 Financial Management 
Tax Services 
 Internal Accounting 

Controls 
Personal Financial & 

Estate Planning 
Practice Valuations 
Finance Consulting 
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Disability Insurance for Physicians 

Presumptive Disability 
 

Certain policies pay benefits if you are able to 
work but still have a loss of certain functions, 
such as speech, hearing, sight, or the use of limbs. 
 
Amount and Length of Coverage 
 

With privately purchased disability insurance, 
you choose the amount of coverage you need and 
other options, such as the waiting period before 
coverage is activated and how long benefits will 
be paid. The cost of the policy will depend on 
the options that you select and other factors. 
 
Residual Benefits 
 

These are benefits offered by certain policies that 
can help make up the difference in your income 
if you are able to work but are restricted or lim-
ited in your duties because of your disability. 
 
Inflation Protection 
 
Look for a policy with built-in inflation protec-
tion. This ensures that future disability payments 
will increase at a set rate and, hopefully, keep up 
with any rise in the cost of living. 
 
Renewability 
 

Renewability is another important consideration: 
Try to find a noncancellable, guaranteed renewa-
ble policy since that type provides the most pro-
tection. 
 
Waiver of Premium 
 

Many policies have a “waiver of premium” provi-
sion so that you don’t have to pay premiums if 
you are disabled for 90 days or more. 
 
Disability Buyout Insurance for Partnership  
Practices 
 
Partnership practices should consider purchasing 
disability buyout (DBO) insurance. Were a part-
ner to suffer from a long-term disability, a DBO 
policy would provide the necessary funding for 
the other partners to buy out the disabled physi-
cian’s interest in the practice. It’s recommended 
that a buy-sell agreement be in place before your 
practice purchases DBO insurance. 
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The general information in this publication is not intended to be nor should it be treated as tax, legal, or accounting advice. 
 
Additional issues could exist that would affect the tax treatment of a specific transaction and, therefore, taxpayers should seek advice from an independent tax advisor based on their particular circum-
stances before acting on any information presented. 
 
This information is not intended to be nor can it be used by any taxpayer for the purpose of avoiding tax penalties. 

Adding a New Physician to Your Practice 
 
Adding a new physician can bring value to your practice -- if the 
recruitment process is well thought out and conducted carefully. 
If you fail to do your homework prior to interviewing candidates, 
the chances of finding a successful fit are reduced considerably. If 
your practice has plans to expand and add another physician, 
here are some issues you should consider. 
 

What Type of Person Do You Want To Work With? 
 

What attributes do you want in a new physician? Decide ahead 
what experience, attitude, personality, and business sense you 
want in a candidate. List the professional requirements that are 
most desirable for your practice in order of their importance. 
 

What Type of Compensation Makes Sense? 
 

How will the new physician be paid? Will it be a straight salary or 
a salary plus bonus incentive? Will you offer the possibility of a 
buy-in to your practice after a specific number of years of em-
ployment? 
 

In addition, decide on the patient volume you expect the new  
 

 
 

hire to bring into the practice and build upon over time. Have 
expectations about the amount of help you’ll provide to that end. 
Outline the distribution of responsibilities, including the division 
of call duty that you expect of a new hire. Know ahead of time if 
you are willing to offer the new hire some voice in general prac-
tice decisions. Carefully document all of these matters. 
 

Will the Candidate Fit into Your Community? 
 

Some people love the excitement and recreational opportunities 
offered by urban life. Others crave the solitude of rural life. 
Young, single physicians may have very different priorities than 
physicians with children when it comes to choosing where to relo-
cate. You should be aware of issues that relate to potential candi-
dates applying for the position and how easily they may fit into 
your community. 
 

Your chances of finding a physician who is a good match for your 
practice will be greater if you take the time to clearly describe 
your expectations, the resources to be provided, the compensa-
tion package, and work conditions before you begin the actual 
search. 

Smarter Accounts Receivable Management 
 

Unpaid claims are a fact of life for many medical practices. Un-
fortunately, the longer patient bills remain uncollected, the less 
valuable the receivable becomes to the practice. Keeping the per-
centage of unpaid patient bills to a minimum should be a priority 
for all physicians. 
 

Your practice can take a variety of steps toward greater profitabil-
ity, including speeding up collections and minimizing the denial 
of claims. It should also focus on cleaning up and writing off old 
claims. 
 

Develop Accurate Reporting Procedures 
 

Your practice should have procedures in place that generate up-
to-date information on the status of each outstanding account.  
Your accounting staff should have a report that includes the date  
each bill was sent, the current balance, and the number of days  
delinquent. 
 

 
 

Using the information on that list, your staff should contact de-
linquent patients on a predetermined schedule. However, you 
should also consider sending out fewer notices before past due 
accounts are sent to a collection agency. 
 

Require Payments Up Front 
 

Whenever possible, have your front desk staff collect patient 
copays, deductibles, and prepays at the time of service. Make 
paying up front easier for patients by accepting debit and credit 
card -- and possibly even online -- payments. 
 

Focus on Accurate Coding 
 

Since coding errors are the source of most denied claims, training 
staff to focus on accuracy in coding should be a priority. In addi-
tion, the submission of “clean” claims within a certain number of 
days after a service is rendered should be a goal of your staff. 
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Review and Write Off Old Receivables 
 

Review your accounts receivable. You’ll probably discover that, for 
certain accounts, your practice loses money every time it generates  
 

statements, considering labor costs, postage costs, and envelopes. 
Write off accounts that are not worth pursuing because they are 
either too old or are for small amounts. And consider writing off 

other accounts that seemingly never will be paid because your of 
 
fice failed to send the bill in a timely manner or because the pa-
tient did not obtain the correct referral for the services your prac-
tice provided. 
 

We can help your practice implement procedures that can reduce 
the number of uncollected bills. Please contact us for more infor-
mation. 

(Continued from page 2) 

Handling a HIPAA Audit 
 
The U.S. Department of Health and Human Services has an-
nounced that it plans to carry out random audits for Health Insur-
ance Portability and Accountability Act (HIPAA) compliance 
throughout 2012. 
 

Physicians may be subject to a HIPAA audit randomly or in re-
sponse to a specific complaint. 
 

The Cost of Violating HIPAA Is High 
 

Previously, violations of HIPAA generally resulted in a warning 
letter. However, as a result of the passage of the Health Infor-
mation Technology for Economic and Clinical Health (HITECH) 
Act in 2009, violations of HIPAA now result in mandatory fines. 
Under the HITECH Act, the least serious violations, known as 
first-tier violations, result in a small fine that generally starts at 
$100. Second-tier violations are $1,000 per violation. The most 
serious violations, described as “willful neglect,” include breaches 
of unsecured protected health information (PHI). Medical practic-
es found in violation of this category may face penalties of up to 
$1.5 million. 
 

What Triggers a HIPAA Audit? 
 

Typically, the circumstances that would result in a physician being 
audited are: 
 

  A breach or complaint of a breach of PHI. A PHI breach is an 
impermissible use or disclosure under the Privacy Rule that 
results in the security or privacy of the PHI being compromised 
to such an extent that it puts affected persons at significant risk 
of harm to their finances or their reputations. Any PHI breach 
that affects more than 500 individuals must be posted online. 

 

 A complaint of a privacy or security violation by anyone. The 
Department of Health and Human Services is obligated to in-
vestigate all complaints of HIPAA violations. 

 
 Filing for Electronic Health Record (EHR) reimbursement.  

 
 
 Physicians are required to show how their practices comply 
 with HIPAA and that their EHR is certified as HIPAA- c o m
 pliant when they apply for Medicare incentives for 
 “meaningful use” of an EHR system. 
 

What To Expect if You Are Audited 
 

If your measurement of patient no- shows reveals an uptick in the 
numbers, consider having your staff make reminder calls or charg-
ing for missed appointments. 
 
Time Patient Spends in Office 
 

Physicians who are audited will have to document their HIPAA 
compliance efforts. Essentially, they’ll need to produce a list of 
policies and procedures that have been implemented to protect the 
confidential health information of patients and any financial infor-
mation that may be accessible in the health records of patients. 
 

Your practice’s key personnel will have to be available for the audi-
tors. The practice owner, your HIPAA compliance officer, and the 
practice’s IT person are considered key personnel. 
 

If your practice does not currently designate an individual as a pri-
vacy/security officer, you should appoint one as soon as possible. 
That person will be responsible for regularly implementing and 
maintaining HIPAA compliance practices and records. Moreover, 
you have to be certain that your IT professional(s) is familiar with 
the essential requirements that HIPAA mandates for medical prac-
tices and is capable of helping your practice meet those require-
ments. 
 
Talk to Us 
 

The financial consequences of your practice failing a HIPAA audit 
can be substantial. We recommend that you carefully review your 
current policies and procedures as they relate to HIPAA. You may 
benefit from outside professional assistance. If we can help, please 
call. 


