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The President’s View . . .

The chill in the air and the holiday season is all but behind us now, winter is in full 
swing. For those of us that have fully recovered from Hurricane Sandy, it can seem like a 
distant memory. For those that are still displaced or in the process of rebuilding from the 
storm, it is much more difficult to forget. The New Jersey Chapter of HFMA recognizes 
that our members, colleagues, friends, and neighbors have all been impacted by the terrible 
storm. Many of our members were impacted directly, and despite losses sustained to their 
own homes, endeavored to help others in need. There are heroes among us. 

Despite the huge outpouring of support that came immediately in the wake of Sandy, 
there are still many families in need. A number of worthy charities have been working hard 
to continue to provide aid to those in need, almost too many to count. The Board of 
Directors for the New Jersey Chapter of HFMA has chosen to contribute to two of these 
worthy charities, Hurricane Sandy Health Care Employee Relief Fund, administered by 
the United Hospital Fund, established to provide direct assistance to employees of Hospitals and Healthcare Facilities, and 
Governor Christie’s Hurricane Sandy New Jersey Relief Fund. 

The chapter had an extremely successful autumn education season, anchored by the 2012 Institute in Atlantic City. Head-
lined by Commissioner Velez and Director Harr of the Department of Human Services, Mayor Rudy Giuliani, Assemblyman 
Greenwald, and Steve Adubato, just to name a few, this year’s institute set a new high watermark for hours of education provided 
to our membership in a single event. The Wednesday night vendor fair and charity social benefited Make-A-Wish Foundation 
of New Jersey this year. Over $9,000 was raised over the course of the evening, and I am proud to say that our chapter will be 
granting the wish of a child with a serious illness. 

Our bi-monthly meetings in September and November, put on by the Regulatory and Reimbursement and FACT forums,  
respectively, had fantastic agendas. The January and March meetings are shaping up to be similarly excellent. Additionally, in 
speaking with our education committee, the annual cost report event, and annual Women’s event are in the planning stages and 
should be available for registration shortly. I hope to see you at one of these upcoming meetings. 

I am more than halfway through my term as president of the chapter and I can’t believe how quickly time is passing. I want 
to take the opportunity to thank everyone that has supported the chapter so far this year, as well as those who will continue to 
support us. I can not thank the volunteers enough. The board of directors, committee chairs, committee members, and other 
volunteers are the life blood of our chapter, keep up the great work all of you! Thank you also to the organizations, vendors, 
sponsors, provider organizations, without whose commitment to HFMA, both financially and through employee membership 
support, we would not be here. Thank you especially to Laura Hess, our administrator, who makes this all seem easy. 

If there is anything I can do to make your membership experience better, please do not hesitate to call or write. 
Happy New Year!

Sincerely,

John M. Brault, MHA, FHFMA

John Brault
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From The Editor . . .

Elizabeth G. Litten

Dear Readers:

The tail end of calendar year 2012 was marked by natural disaster and human tragedy.  Just 
as we pulled together the articles and photographs related to “Superstorm Sandy” contained 
in this issue, the Sandy Hook Elementary School tragedy shook the families directly affected, 
the community of Newton, Connecticut, and the entire nation in a way unmatched by even 
the most destructive natural disaster.  So I find myself writing this letter and reflecting on life, 
loss, and the hope that 2013 will be much less tumultuous for us all.

Please continue to participate in and contribute to this Chapter in whatever manner best suits 
your schedule and needs. We are extremely fortunate to have so many active and engaging 
committees, so many talented and interesting members, and a core group of dedicated 
Chapter leaders. Year-end work prevented me from attending the December Managed Care Committee meeting at the New 
Jersey Hospital Association at which Neil Sullivan, Assistant Commissioner of the New Jersey Department of Banking and 
Insurance discussed “hot topics”, including State-based Health Insurance Exchanges, but I somehow managed to make it to 
the committee’s gathering at a local Princeton restaurant and bar after the meeting.  I often tell committee co-chair Jill Squiers 
how much I genuinely appreciate the relevant content and diverse industry participation of this committee, but I also genuinely 
appreciated the holiday camaraderie the group enjoyed at this festive and relaxed post-meeting gathering.  

Want a suggestion for a palatable 2013 New Year’s resolution?  Make the most of your membership:  join a committee, write an 
article, attend an educational session or networking event, and (last but not least) read John Dalton’s coverage of the fantastic 
2012 Annual Institute held at the Borgata in Atlantic City this past October and resolve to attend in 2013.

Happy New Year!

Elizabeth G. Litten
Editor
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Save Now.  
Save Later.
Lower your energy bills when you install high efficiency 
equipment in new or existing buildings and count on  
NJ SmartStart Buildings for incentives that will greatly  
reduce your project costs. For lighting, heating and cooling, 
water heating, motors, variable speed drives and more,  
you’ll want to take another look at upgrades you thought 
were beyond your budget.

To learn more, visit NJCleanEnergy.com/SSB or call 866-NJSMART  
to speak with a program representative.

NJ SmartStart Buildings® is a registered trademark.
Use of the trademark without permission of the  
NJ Board of Public Utilities is prohibited.

Financial
Incentives

for
Energy

Efficiency

New Jersey’s Clean Energy Program provides a comprehensive 
package of initiatives that make energy efficiency a reality for 
business owners, local government officials and residents.  
Save up front with sizeable financial incentives and down  
the line with dramatically reduced utility bills.

FINANCIAL INCENTIVES AVAILABLE
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On November 21, 2012, St. Joseph’s Regional Medical 
Center’s Special Operations team deployed to the Borough of 
Union Beach (Monmouth County, N.J.). The team provided 
medical support, warming tents, and rehabilitation stations 
to Union Beach as part of the recovery operations following 
Hurricane Sandy.  Deployment concluded on Sunday, Novem-
ber 25th. St. Joseph’s Mass Care Response Unit (MCRU-11) 
established a treatment/rehabilitation station at the borough’s 
Front Street waterfront. The St. Joseph’s Emergency Physician 
Response vehicle (MD-2) provided mobile medical resources 
throughout the borough for residents and response workers as 
well as supporting 9-1-1 EMS responses.

The scope of destruction is nearly indescribable. So many 
residents in this small community have lost homes and must 
now face the enormous task of cleaning, repairing, and rebuild-
ing. Cold weather, financial issues, environmental hazards, and 
physical (as well as emotional) drain have all combined to 
hamper the community’s recovery efforts.

During the course of our deployment, assistance and care 
was provided throughout the borough. In the midst of one 
work day, an unexploded hand grenade was discovered caus-
ing an entire neighborhood to be evacuated while explosives 
specialists safely detonated it. Hundreds of volunteers walked 
through town assisting residents with cleaning. A group of 
out-of-state volunteers created “Tent City” and provided over 
1,500 free hot meals each day (with only donations and while 
sleeping in unheated tents with no electricity or running water 
for more than two weeks).

Union Beach officials are currently finalizing plans for the 
next phase of recovery. Our Special Operations team will be 
returning at that time to provide further medical support.

The Union Beach Emergency Medical Services were 
especially hard hit by the storm. In the week following the 
storm, injuries sustained while responding to 9-1-1 requests 
reduced the squad from 20 members to just 5. They have 
been providing 24/7 9-1-1 EMS coverage with just that 
small number of EMT’s.

In speaking with borough officials, I found out that squad 
had canceled its annual Christmas Dinner because their 
building has been rendered unusable and there is no funding 
available. I met with the EMS Chief and offered to provide a 
Christmas dinner for the squad. In the coming weeks, we will 
hopefully be able to work out the logistics. At that time, I will 
be reaching out to our St. Joseph’s family for assistance. The 
squad has expressed its wish to remain in their community so 
we may be erecting large tents for this event if a suitable build-
ing cannot be found. Many of our staff have already come 
forward with offers of help. 

This deployment was indeed a humbling experience. I 
would like to thank Dr. James Pruden, Dr. Victor Maroun, 
Julie Van Houten RN, Dr. Julie Sanicola-Johnson (EMS Fel-
low), and Dr. Gordon Feibish (EMS Fellow) for their hard 
work and dedication. 

Please take a few moments to view the photographs as 
written descriptions barely depict the utter destruction faced 
by this community. Despite all that has happened, they are 
determined to rebuild and reclaim their lives. In the proud 
tradition of St. Joseph’s, we will be there to help throughout 
their recovery.

St. Joseph’s Regional Medical 
Center’s Experience

by Robert J. Bertollo MICP, LRCP, MBA

Superstorm Sandy



November/December  2 0 1 2 

Focus     7

About the Author
Robert J. Bertollo MICP, LRCP, MBA is the Program 
Manager, Life Support Education & Emergency Response 
Operations at St. Joseph’s Regional Medical Center.  He 
can be reached at bertollr@sjhmc.org.
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Palisades Medical Center’s
Experience

by  Bruce J. Markowitz, President & CEO

Here at Palisades Medical Center (PMC) in North Bergen, 
New Jersey, the storm surge had effects that were much greater 
and more complex than we expected. Although everyone at 
PMC was well prepared for the storm, we did not anticipate 
the loss of four emergency generators and the extent of flood-
ing on the first floor.

During the week prior, our staff actively planned, estab-
lished and staffed a Command Post for use before, during and 
after the storm. When power was lost at the height of Hur-
ricane Sandy, we were faced with a very difficult situation and 
decided to evacuate the hospital patients as well as those from 
the Harborage ventilator unit. A very well-coordinated effort 
took place and the patients were transferred to Hackensack 
University Medical Center.

By the morning of October 31, power was restored from 
PSE&G and our backup generators were also functional. Lat-
er that evening, less than 24 hours after the storm, our patients 
returned. Despite the enormous challenges, PMC was open to 
serve our community.

There are many stories of sacrifice, dedication, brave and 
laudable actions by many of our employees. The events sur-
rounding Sandy provided a great measure of their character 
and spirit. They have proven once again, the ability to come 
through, every day and in our greatest time of need.

Patients that had been transferred to Hackensack University 
Medical Center during Hurricane Sandy were transferred back 
to PMC for continuation of their care. The patient transfer 
process and facility evacuation was safely and effectively com-
pleted as a result of the collaborative planning and efforts of 
PMC’s Medical Staff and employees, Hudson County Office of 
Emergency Management, local police, fire and rescue person-
nel, North Bergen Mayor Nicholas J. Sacco, and Hackensack 
University Medical Center.  Employees from every department 
at PMC worked tirelessly through two days to ensure the safety 
and well being of patients.

We are very appreciative of the consideration, commitment 
and responsiveness demonstrated by our public officials, first 
responders, and employees at PMC. We are grateful for their 
dedication under difficult circumstances and inspired by their 
efforts to serve our communities.

About the Author
Bruce J. Markowitz is President and CEO of  PMC which is 
located at 7600 River Road in North Bergen, NJ. PMC serves a 
population of 400,000 in Hudson and Southern Bergen Coun-
ties. PMC is a member of the Hackensack University Health 
Network, and features a 202-bed hospital and The Harborage, a 
245-bed nursing home and rehabilitation center.

A patient returning to Palisades Medical Center is welcomed by 
Kathy Flanagan, Nursing Director of the Emergency Department; 
Sheen Lee, RN; and Bruce J. Markowitz, President and CEO.

Superstorm Sandy
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Partnering with our clients for 38 years 
 to make them extraordinary

Jeffrey Silvershein Principal Stacy Pereira Practice Director 
212.594.6669 973.624.0980
JeffreySilvershein@McBeeAssociates.com StacyPereira@McBeeAssociates.com

McBee Associates, Inc. is committed to achieving measurable results for each client. With a team of consulting 
professionals possessing expertise unmatched in the industry, the firm designs and delivers custom services 
to address a client’s particular need. Our solutions fit seamlessly within the client’s culture to ensure lasting 
improvements and long-term benefits. Organizations that excel partner with McBee Associates.

Revenue Recovery—Identify underpayments and recover lost revenue with our proven Revenue 
Data Mining services.

Revenue Cycle Enhancement—Improve billing efficiency and accuracy with the help of our 
knowledgeable health care finance professionals, sound processes, and ability to drive lasting 
improvements.

Regulatory Compliance—Strengthen internal compliance initiatives and reduce risk with the help 
of our expert consulting team. 

Denials Prevention—Attack potential denials on the front end with our Concurrent Emergency 
Department Medical Necessity Reviews to prevent avoidable denials, address weaknesses in 
documentation, and deliver clinical documentation improvement.

Appeals Management—Recover revenue associated with denied claims and reduce denial rates 
with our successful appeals process and root-cause analysis.
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NJHA has partnered with the American Hospital Association 
and hospital associations in New York to launch the Hurri-
cane Sandy Health Care Employee Relief Fund, dedicated ex-
clusively to support employees of hospitals and other health-
care facilities affected by the devastation of Hurricane Sandy.

The fund<http://www.uhfnyc.org/hurricane_sandy_relief_fund>, 
administered by United Hospital Fund, has been established 
to provide direct assistance to employees who have suffered 
serious personal losses even as they worked to ensure the safety 
of those in their care. Funds raised for the employee relief fund 
will be distributed through hospitals and other healthcare or-
ganizations to those in need to help them recover from their 
losses and rebuild their lives.

I am forever inspired by the commitment of New Jerseys 
healthcare professionals in caring for their patients in times of 
emergency, even when so many of them are facing devastating 
impacts in their own homes, said NJHA President and CEO 
Betsy Ryan. This fund is one token of our appreciation for 
their selfless service.

Contributions to the Hurricane Sandy Health Care Employee 
Relief Fund are tax-deductible, and 100 percent of the money 
raised will benefit needy employees of the sponsoring associa-
tions’ member organizations.

Sponsors of the Hurricane Sandy Health Care Employee Relief 
Fund include NJHA, the Greater New York Hospital Associa-
tion, Healthcare Association of New York State, Nassau-Suffolk 
Hospital Council, Northern Metropolitan Hospital Associa-
tion and United Hospital Fund, with generous support from 
the American Hospital Association.

Please go to http://www.uhfnyc.org/hurricane_sandy_relief_fund> 
to learn more. Donations can be made online or by mail to: United 
Hospital Fund; 1411 Broadway, 12th floor; New York, NY 
10018-3496; Attn: Hurricane Relief Fund. Checks should be 
made payable to the United Hospital Fund.

Associations Announce Fund for 
Healthcare Employees Impacted by Sandy

Superstorm Sandy
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•Who’s Who in NJ Chapter Committees•

2012-2013 Chapter Committees and Scheduled Meeting Dates
*NOTE: Committees have use of the NJ HFMA Conference Call line.

If the committee uses the conference call line, their respective attendee codes are listed with the meeting date information below.

PLEASE NOTE THAT THIS IS A PRELIMINARY LIST - CONFIRM MEETINGS WTH COMMITTEE CHAIRS BEFORE ATTENDING.

 CHAIRMAN/EMAIL/ CO-CHAIR/EMAIL/ SCHEDULED MEETING MEETING BOARD  
COMMITTEE PHONE PHONE DATES*/TIME LOCATION LIASON 
       
 Nadinia Davis Dara Quinn First Thursday of the Month  Meeting in person at Deloitte & Touche, Darlene Mitchell
CARE (Compliance,  nadinia_davis@hotmail.com quinnds@umdnj.edu  (888) 269-3831   9:00 AM  Princeton, NJ for Oct., Jan., April and July mitchell.darlene@hunterdonhealthcare.org
Audit, Risk, & Ethics) (973) 960-4076 (973) 972-8942 Attendee Code:  5952498 Balance are calls.  Please call to confirm (908) 237-7059

 Elizabeth Litten Al Rottkamp First Thursday of each month Fox Rothschild offices Deborah Shapiro
Communications ELitten@foxrothschild.com ajcr123@aol.com (888) 269-3831   9:15 AM 997 Lenox Dr Bldg 3 dshapiro@wfs-services.com
 (609) 896-3600 (609) 584-6508  Attendee Code:  7844155 Lawrenceville, NJ (201) 617-7100 

 Mike McKeever Mary Cronin & Stacey Bigos First Friday of each month   Dan Willis
Education mckeevmp@umdnj.edu Mcronin@beslerconsulting.com /  (888) 269-3831   10:00 AM Conference Calls dkwillis6@gmail.com
 (973) 972-6859 Sbigos@njha.com  Attendee Code:  7363742  (908) 301-5458  
  (732) 839-1217 / (609) 275-4017   

Certification Eric S. Fishbein Cheryl Cohen First Friday of each month   Mike Alwell
(Sub-committee  efishbein@presscott.com ccohen-pantheon@comcast.net (888) 269-3831   10:00 AM Conference Calls malwell@smmcnj.org
of Education) (860) 677-7888 (609) 259-3363 Attendee Code:  7363742  (973) 877-2853

FACT (Finance,  Lisa Hartman                                          Michael DiFranco / Mark Laccetti Second Wednesday of each Month  Scott Mariani 
Accounting, Capital   lhartman@princetonhcs.org mike.difranco@gt.com /  (888) 269-3831   8:00 AM Conference Calls smariani@withum.com
& Taxes) (609) 853-7140 mark.laccetti@ParenteBeard.com  Attendee Code:  8730600  (973) 898-9494 x420  
  (215) 814-1757 / (215) 557-2217   

 Dan Willis Mike Ruiz de Somocurcio & Erica Waller Fourth Thursday of each Month  John Brault 
Institute 2012 dkwillis6@gmail.com michael.ruizdesomocurcio@amerihealth.com /  (888) 290-0578   8:00 AM Conference Calls john.brault@gmail.com 
 (908) 301-5458 ewaller@princetonhcs.org  Attendee Code:  8788393  (908) 753-6401 ext. 1605  
  (609) 662-2459 & (609) 620-8335   

 Kevin Joyce Jill Squires 9/6, 10/24, 12/12, 1/9/13, 3/6/13  Stella Visaggio 
Managed Care kjoyce@qualcareinc.com jill.squiers@ehmc.com 4/3/13, 6/5/13   9:30 AM New Jersey Hospital Association svisaggi@hrmcnj.org
 (732) 562-7823 (201) 894-3099 No conference calling Board Room (908) 850-6928

 Maria Facciponti Kevin Margolis & Tim Bialek Call for meeting arrangements Locations alternate Deborah Shapiro
Membership Services/ mfacciponti@adreima.com kevin.margolis@amerihealth.com /  (888) 269-3831 by month -  dshapiro@wfs-services.com
Networking (973) 614-9100  tbialek@somerset-healthcare.com  Attendee Code:  5495569 please contact the chairs (201) 617-7100  
  (609) 662-2422 / (908) 243-8640    

 William Hunt Dara Derrick 8/19, 10/11, 12/13, 2/14/13, 4/11/13  Diana Sessions
Patient Access Services whunt@humed.com dderrick@hch.org (888) 269-3831   9:30 AM CBIZ KA Consulting offices diana.sessions23@gmail.com
 (201) 996-2897 (908) 850-6870 Attendee Code:  8942192 in East Windsor, NJ (770) 330-1259

 Josette Portalatin Steven Stadtmauer Second Friday of each Month  Tony Consoli 
Patient Financial Services jportal@valleyhealth.com sstadtmauer@csandw-llp.com (888) 290-0578   10:00 AM New Jersey Hospital Association aconsoli@cbiz.com
 (201) 291-6017 (973) 778-1771 Ext. 146 Attendee Code:  6748634 Board Room (732) 794-2662 

 Brian Herdman Charina Fanara Third Tuesday of each Month Monmouth Shores Corp. Park Rosemary Nuzzo
Regulatory &  bherdman@cbiz.com charina.fanara@nuance.com (888) 269-3831   9:00 AM Meridian Conf. Room 1C rosemary.nuzzo@atlanticare.org
Reimbursement (609) 918-0990 (732) 919-5208 Attendee Code:  9169098 1350 Campus Pkwy, Neptune (609) 383-2114

 Vickie McElarney Nora Burdi First Wednesday except Jan which is 1/9  Steven Bilsky 
Revenue Integrity Victoria.McElarney@rwjuh.edu Nburdi@valleyhealth.com (888) 290-0578   9:00 AM New Jersey Hospital Association sbilsky@causeycpas.com
 (732) 418-8423 (201) 291-6384 Attendee Code:  8128109  (303) 672-9896

 Michael Ruiz de Somocurcio Diana Sessions Second Thursday of each Month  Brian Sherin 
Sponsorship Michael.RuizdeSomocurcio@amerihealth.com diana.sessions23@gmail.com  (888) 290-0578   8:30 AM Conference calls Bsherin@Beslerconsulting.com
 (732) 726-6709 (770) 330-1259 Attendee Code:  8451888  (609) 514-1400
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Those impacted by Hurricane Sandy may look to their re-
tirement savings as a place to locate needed money. This article 
will address the rules regarding “hardship distributions.”

The IRS has a very good resource, “FAQs for Hardship Dis- 
tributions”, (http://www.irs.gov/Retirement-Plans/Retirement- 
Plans-FAQs-regarding-Hardship-Distributions) but here are 
some of the basics:

•	 A	 retirement	plan	may,	 but	 is	 not	 required	 to	permit	 
 hardship distributions. So there are no distributions  
 unless the plan permits them. 

•	 The	plan	has	to	set	a	specific	criteria	for	distributions	 
 and making a determination of a hardship. There has 
 to be a set way to apply for and get approval for the 
 distribution and the rules of the plan have to be 
 satisfied. 

•	 The	IRS	generally	defines	a	hardship	as	“an	immediate	 
 and heavy financial need” and the most common 
 examples are medical expenses, purchase of a principle  
 residence, tuition, funeral expenses AND “certain 
 expenses for the repair or damage of the employee’s 
 principle residence.” 

•	 Employees	must	have	taken	all	other	available	distribu- 
 tions and loans from the plan prior to receiving the  
 hardship distribution. 

•	 Employees	 cannot	 make	 elective	 deferrals	 to	 the	 plan	 
 for 6 months after receipt of a hardship distribution. 

•	 Hardship	 distributions	 are	 generally	 limited	 to	 the	 
 amount of the employee’s total elective contributions  
 (less any previous withdrawals). 

•	 Hardship	distributions	are	generally	includable	in	gross	 
 income and may be subject to taxation as an early distri- 
 bution of elective deferrals. 

There are no rules relating specifically to natural disasters, 
so general hardship distribution rules apply. Congress may 

pass special acts that allow for 
post-disaster withdrawals and 
special treatment, but until they do that, the plan’s hardship 
distribution rules apply. Generally speaking, hardship distri-
butions may be available to an employee to cover the costs of 
repair or recovery from a natural disaster, provided the plan 
permits it and they have no other available financial options. 
It is not designed to be the first source of money. Instead, it 
should be the option of last resort. Bear in mind, there can be 
negative tax implications from the distribution.

To conclude, victims of natural disasters may be able to 
obtain distributions, but likely as a last resort and certainly not 
without some negative implications. 

About the Author
Keith R. McMurdy is a partner in the New York, NY office of Fox 
Rothschild LLP. His practice focuses on labor and employment 
issues related to employee benefits. For more information about 
amending your plan to include for these distributions, or for 
assistance in administering these distributions, please contact  
Keith M. McMurdy at kmcmurdy@foxrothschild.com.

© 2012 Fox Rothschild LLP. All rights reserved. All content of 
this publication is the property and copyright of Fox Rothschild 
LLP and may not be reproduced in any format without prior 
express permission. Contact marketing@foxrothschild.com for 
more information or to seek permission to reproduce content. This 
publication is intended for general information purposes only. It 
does not constitute legal advice. The reader should consult with 
knowledgeable legal counsel to determine how applicable laws 
apply to specific facts and situations. This publication is based on 
the most current information at the time it was written. Since it 
is possible that the laws or other circumstances may have changed 
since publication, please call us to discuss any action you may be 
considering as a result of reading this publication.

Hurricanes and Hardship 
Distributions: Post Sandy 
Clean-Up

By Keith R. McMurdy, Esq.

Keith R. McMurdy

Superstorm Sandy
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As a result of Hurricane Sandy, a number of issues have arisen 
concerning the payment of wages. Below is a brief summary of 
the most frequently asked questions. 

Question: Must my business pay employees since we will 
be closed for the entire day? 

Answer: It depends on the employee’s “exemption” status. 

“Exempt” Employees: For the employees exempt from 
overtime rules — such as executives, managers and profession-
als — they must be paid for the entire day under the Federal 
Fair Labor Standards Act (FLSA). Briefly, an exempt employee’s 
work may not be docked if he or she is “ready, willing and able” 
to work, but was prevented from doing so by the employer’s 
decision not to operate. 

“Non Exempt” Employees: Hourly, non-exempt employees 
only have to be paid for actual time worked (subject to excep-
tions such as “reporting time” pay laws such as those in New 
York, New Jersey, Connecticut, New Hampshire and Massachu-
setts), unless a contract (e.g. collective bargaining agreement) 
provides otherwise. Check with your Human Resources Depart-
ment and/or employment counsel for the specific reporting pay 
requirements in your state. 

Question: What if I am unable to open my business for a 
week? 

Answer: United States Department of Labor regulations 
make clear that exempt employees do not need to be paid for 
any work week in which they perform no work. Accordingly, 
if because of the hurricane a business were forced to stay closed 
for a week, the business would not have to pay exempt em-
ployees such as managers and executive chefs. 

Question: Can my business require exempt employees to 
use vacation time during a hurricane closure? 

Answer: It depends. More than likely it is permissible to re-
quire exempt employees to apply accrued time off since neither 
the FLSA, New York or New Jersey law requires employers to 
provide vacation or other paid time off and the business would 
already be paying the employee. However, review employee 
handbooks and other policies to see if policy says otherwise. 

Question: Do I have to pay my employees if they work 
from home during the storm? 

Answer: Any exempt employee working from home must 
be paid. Any non-exempt employee who works from home 
during the storm (e.g., responding to emails, participating in 
conference calls, working remotely on the computer) must be 
paid for actual time worked. Such employees should be ad-
vised to carefully track working time. 

Question: What happens if the business is open later in the 
week but an exempt employee can’t make it in to work (e.g., 
downed power lines by her house), must she be paid? 

Answer: No, so long as she performs no work while at 
home. If an employee is absent from work because of weather 
it is considered an absence for personal reasons and the em-
ployee may be placed on “leave” in whole day increments. 
However, if this employee worked from home for even a few 
hours, she must be paid for the entire day. 

Question: If this same exempt employee tried to get to 
work, spent two hours trying to navigate the streets of Long 
Island but could not make it in because of downed power lines 
and turned around and went home, must she be paid? 

Answer: No, as long as she did not spend any time perform-
ing work while commuting. However, if she spent more than a 
de minimus amount of time making phone calls for work while 
stuck in the car, she must be paid for the whole day). 

Hurricane Sandy: 
Employment Issues for 
New York and New Jersey 
Employers

by Carolyn D. Richmond, Esq.
Carolyn D. Richmond

Superstorm Sandy
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Question: The subways shut down at 7 pm. The business asked some non-exempt employees to stay late and help shut down 
the business, turn off electrical equipment and bring inside tables and chairs. As a result of staying late, it took these employees an 
extra two hours to get home. Do these employees have to be paid for the extra commuting time? 

Answer: The law does not require the lengthier commuting time to be paid. However, employee relations may justify extra 
compensation. 

Question: Our business has asked several members of the IT department and maintenance crew to remain “on call” and 
nearby to help protect infrastructure, do they need to be paid? 

Answer: It depends. If these employees are unable to use the time effectively for their own purpose (e.g., remain “on call” 
from their own homes or perhaps a very 
comfortable hotel suite), the on call time is 
compensable. 

Because of the intricacies of wage and 
hour law, and potential risks associated 
with Department of Labor audits and liti-
gation, we advise consulting with counsel 
concerning specific issues before docking 
exempt employee wages. 

About the Author
Carolyn D. Richmond is a Partner in the 
New York, NY office of Fox Rothschild, 
LLP, where she is co-chair of the firm’s 
hospitality practice group. Her practice 
largely consists of counseling employers in 
areas such as wage and hour class actions, 
restrictive covenants, and employment 
discrimination cases. She can be reached at 
crichmond@foxrothschild.com.
 
© 2012 Fox Rothschild LLP. All rights re-
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property and copyright of Fox Rothschild LLP 
and may not be reproduced in any format 
without prior express permission. Contact 
marketing@foxrothschild.com for more in-
formation or to seek permission to reproduce 
content. This publication is intended for gen-
eral information purposes only. It does not 
constitute legal advice. The reader should con-
sult with knowledgeable legal counsel to de-
termine how applicable laws apply to specific 
facts and situations. This publication is based 
on the most current information at the time it 
was written. Since it is possible that the laws 
or other circumstances may have changed 
since publication, please call us to discuss any 
action you may be considering as a result of 
reading this publication.

We know the risks

We have the solutions

New Jersey’s Leading 
Hospital/Healthcare Insurance Broker
We provide our clients with the best combination 

of coverage, pricing and risk management.

56 Park Street / Montclair, NJ  07042-2999
Tel: 973.744.8500   Fax: 973.744.6021   
www.whconnolly.com

William H. Connolly & Co., LLC
Insurance and Risk Management

Risk Ad_3  7/11/11  5:16 PM  Page 1



November/December  2 0 1 2

16 Focus

“Hope Springs Eternal”
Will CMS Do A Reality Check 
Before Finalizing Its New 
Proposed Rule On Reporting and 
Returning Overpayments?

by James A. Robertson, Cecylia K. Hahn and John W. Kaveney James A. Robertson

Cecylia K. Hahn

John W. Kaveney

Since the adoption of the Patient Protection and Affordable Care Act (the “ACA”),1 the Federal 
Government has flooded the public with a seemingly endless flow of proposed regulations intended 
to implement the ACA. A recent set of regulations which is causing quite a stir was published by 
the Centers for Medicare & Medicaid Services (“CMS”) on February 16, 2012.  The proposal seeks 
to implement section 6402(a) of the ACA by adding a new Subpart D to Part 401 of its regula-
tions, entitled “Reporting and Returning of Overpayments.”2

Section 6402(a) of the ACA requires that an overpayment be reported and returned by the later of 
(1) the date which is 60 days after the date on which the overpayment was identified; or (2) the date 
any corresponding cost report is due, if applicable. Notably, the proposed regulations are significantly 
more expansive than the language of the statute.  Hoping for the best but preparing for the worst, the 
provider community, including acute care hospitals, inpatient rehabilitation facilities, home health 
and hospice agencies, and physicians, has faithfully submitted comments and now awaits adoption 
of the final rule.  However, no one knows whether the government will adequately address what has 
been identified as some of the major problems in the proposed regulations.

  
Will the Final Rule Properly Define What Is Meant By “Identified?” 

Perhaps the most critical issue that needs to be addressed is what Congress means by the word 
“identified” when providers are directed to return overpayments to CMS within 60 days after an 
overpayment is “identified.”  In fact, the ACA does not define this term.  Clarification is necessary 
for proper compliance with the requirements for reporting and returning overpayments and lack 
of clarity could have serious repercussions. 

Central to the providers’ concerns is that proposed §401.305(a)(2) adds an unintended dimen-
sion to the term “identified” by incorporating into §401.305(a)(2) the False Claims Act defini-
tion of “knowledge.”3 As it stands, the proposed language states that “[a] person has identified an 
overpayment if the person has actual knowledge of the existence of the overpayment or acts in 
reckless disregard or deliberate ignorance of the existence of the overpayment.” By liberalizing 
the scope of knowledge that is required, the proposed rule significantly lowers the threshold for po-
tential liability.  “Actual knowledge,” a more certain standard which many believe is what Congress 
intended, is replaced with the more amorphous standards of “reckless disregard” and “deliberate 
ignorance” whose ambiguous nature fails to adequately inform health care organizations of the 
circumstances that would give rise to this new and more burdensome duty to investigate. 

To lessen the anxiety over its approach with regard to the concept of “identifying” an overpay-
ment, CMS has made a passing reference to a temporal dimension. The preamble to the proposed 
rule requires that a reasonable inquiry be conducted to determine whether an overpayment exists 
and, if after a reasonable inquiry, an overpayment is identified, then the 60-day clock begins to 
run. While the idea of reasonable inquiry may make sense, there is again, too much uncertainty 
for the provider community to have any faith in its even-handed application. In the real world, the 
issues involved in a potential overpayment inquiry are not simple, but rather, require an in-depth 
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financial, reimbursement, and legal analysis which takes time, 
effort, and human and financial resources.  So, for example, 
if after a reasonable inquiry an overpayment is revealed, it is 
completely unclear how much time a provider would have to 
quantify the overpayment. Moreover, the provider commu-
nity has not been informed what would happen if a reasonable 
inquiry did not reveal an overpayment, but an overpayment 
was later discovered by CMS. As a result, completely lack-
ing from the regulatory discourse is the familiar concept of 
conducting a reasonable inquiry in good faith. While a bal-
ance must be struck with the Government’s need to recoup 
legitimate overpayments, the practical realities providers face 
to accurately identify and quantify overpayments, especially 
given limited resources, must also be adequately recognized.  

It has been suggested by some experts that CMS has wa-
tered down the threshold for a provider to have “identified” 
an overpayment because CMS distrusts that providers will 
otherwise perform audits, compliance checks, and additional 
research to determine whether an overpayment was made.  
However, if this suggestion is accurate, it is offensive, given 
the provider community’s voluntary efforts and commitment 
to compliance since the late 1990s. 

Hope springs eternal and CMS may capitulate and incor-
porate many providers’ suggestions that the final rule set forth 
in its text a clear and focused definition of “identified” – one 
that coincides with Congress’ intent: actual knowledge. The 
provider community is also entitled to the time that is often 
needed to quantify the amount of an overpayment and, so 
long as the provider engages in a good faith effort to quantify 
the overpayment, if any exists, the 60-day clock should not be-
gin to run on the provider’s obligation to make the repayment.

Will the Final Rule Exclude Costly and Unnecessary 
Reporting Requirements?

Proposed § 401.305 requires a provider who has received 
an overpayment not only to return the overpayment to the 
Federal Government using the existing voluntary refund pro-
cess, but also to report the following information to CMS: 

•	 How	the	error	was	discovered.
•	 A	description	of	the	corrective	action	plan	implemented	 

 to ensure the error does not occur again.
•	 The	reason	for	the	refund.
•	 Whether	the	provider	or	supplier	has	a	corporate	integ- 

 rity agreement (“CIA”) with the OIG or is under the  
 OIG Self-Disclosure Protocol.

•	 The	time	frame	and	the	total	amount	of	the	refund	for	 
 the period during which the problem existed that caused  
 the refund.

•	 If	a	statistical	sample	was	used	to	determine	the	overpay- 
 ment amount, a description of the statistically valid  
 methodology used to determine the overpayment.4 

The question that arises is whether these additional report-
ing requirements are truly necessary or whether they are too 
burdensome and inconsistent with the policy of encouraging 
expeditious return of overpayments. Many providers have 
pointed out to CMS that the purpose of the voluntary refund 
process is to allow CMS to appropriately match claims infor-
mation with the information that is reported by the provider 
and to understand the nature of the overpayment.  Submission 
of the required form provided by the Medicare contractor ad-
equately satisfies these objectives. 

In addition, these new reporting requirements fail to 
take into account that existing compliance programs and ac-
tivities are built on the current rule and processes for billing 
and payment. These existing policies, which are technically 
not changed by the new ACA provision, should be permit-
ted to remain in place and not be changed by CMS through 
its new rule. An example is helpful. The new requirement to 
describe the corrective action plan implemented to ensure an 
error does not occur again is unduly burdensome as it neither 
identifies the claim nor explains the overpayment. Further, 
if implemented as written, the proposal would require a cor-
rective action plan for an error that may have occurred many 
years in the past and which will not occur again based on cur-
rent practice management systems and/or enhanced electronic 
medical records technology. To require the provider to explain 
and implement a corrective action plan would serve no mean-
ingful purpose. But would a provider take the chance and say 
no corrective action plan is necessary? It could, but would run 
the risk that CMS will disagree; and then what might happen?

CMS has lost sight of the fact that the reporting require-
ments should be conservative and cause as little economic im-
pact on providers as possible. Requiring providers to gather 
more information than is necessary and expend resources to 
change completely adequate policies or processes, or conclude 
that no corrective action is necessary and run the risk that 
CMS is dissatisfied with what may be, in reality, a completely 
reasonable approach to the issue would be inappropriate, un-
economical and heavy-handed. 

Will the Final Rule Contain a Realistic Lookback Period 
Which is Shorter than 10 Years?

Proposed § 401.305(g) creates a 10-year lookback period 
for reporting and returning overpayments. In the preamble 
to the proposed rule, CMS states that it selected a 10-year 
lookback period because this timeframe is the maximum look-
back period under the False Claims Act. However, if CMS 
were being intellectually honest, it would recognize that there 
is no statutory authority to apply what would in effect be an  
extended 10-year statute of limitations period for repayment 
of overpayments. 

continued on page 18
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There is no question that the lookback period in proposed 
§ 401.305(g) creates a direct 10-year link to the False Claims 
Act – a link that does not currently exist for overpayments, 
and a link that should not exist. While § 1128J(d) of the SSA 
provides that any overpayment retained by a person after the 
deadline for reporting and returning the overpayment is an 
obligation for the purpose of 31 U.S.C. § 3729 of the federal 
False Claims Act, even the False Claims Act recognizes that the 
primary statute of limitations for a violation of section 3729 
is only 6 years. This 6-year statute of limitations can be ex-
tended to no more than a ten-year period, but only in certain 
limited cases “when facts material to the right of action are 
known or reasonably should have been known by the official 
of the United States charged with responsibility to act in the 
circumstances.”5 The effect of CMS’ administrative creativity 
is that a provider can now be charged with having “identi-
fied” an overpayment, which existed 10 years ago, even if no 
individual was aware of or recognized that the provider had 
received an overpayment, and face False Claims Act liability!  
And, to add insult to injury, CMS has failed to identify who in 
the organization is required to be aware of the overpayment.

It is clear that the ACA says nothing about a statute of limita-
tions period.  Indeed, the only reason we are having this debate 
is because CMS, through its administrative power to propose 
and adopt regulations, has replaced the “actual knowledge” 
standard for repayment of overpayments by incorporating the 
more liberal standards of “reckless disregard” and “deliberate 
ignorance,” neither of which exists in the ACA.  Indeed, these 
new, vague, and quite frankly, potentially deceptive standards 
create the bridge the federal government needs to transform 
the 10-year “lookback” period for overpayments into a 10-year 
“statute of limitations” for a false claim. By linking these new 
standards in proposed § 401.305(g) to the 10-year lookback 
period and § 1128J(d) of the SSA, CMS  has cleverly created, 
without Congressional authorization, an expansive obligation 
for providers that does not exist anywhere else in current law.

Legal mumbo jumbo aside, there are many reasons why it 
is improper to equate overpayments to false claims. In its April 
16, 2012 comment letter to the proposed regulations, the 
Health Law Section of the American Bar Association6 pointed 
out obvious differences between the False Claims Act, which 
deals with false or fraudulent claims, and a law dealing with 
overpayments, which are more benignly defined as “any funds 
that a person receives or retains under [Medicare or Medic-
aid] to which the person, after applicable reconciliation, is not 
entitled,” with no necessary imputation of fraud, falsehood 
or other culpable behavior. Examples of overpayments which 
were noted by CMS include, but are not limited to: (i) Medi-
care payments for noncovered services; (ii) Medicare payments 
in excess of the allowable amount for an identified covered 

service; (iii) errors and nonreimbursable expenses in cost re-
ports; (iv) duplicate payments; and (v) receipt of Medicare 
payment when Medicare was the secondary payor and not the 
primary payor.7 All of these examples have one thing in com-
mon – they are improper payments that can arise without any 
evidence of fraud. Thus, while the 10-year outer limit of the 
False Claims Act’s statute of limitations may be appropriate 
for fraudulent claims, in certain limited circumstances, there 
is no question that it is excessively punitive where an innocent 
billing error is made by the provider (or even a payment error 
by the Medicare or Medicaid Programs themselves, such as a 
duplicate payment), which results in an overpayment that has 
been retained by mistake. 

CMS has glibly stated that, as a practical matter, the 10-
year lookback period is appropriate because it allows providers 
to have certainty after a “reasonable period” and close their 
accounting books. To the contrary, the extraordinary lookback 
period creates prolonged uncertainty and fails to reflect any 
reasonable balance of interests, instead placing an extended 
burden squarely on the shoulders of the provider community. 

There is no secret that providers, especially hospitals, face 
numerous practical obstacles in their efforts to adequately iden-
tify overpayments. For example, patient cooperation is a com-
plete wildcard. Between the time of service and identification of 
an overpayment, a patient may move, die, obtain new coverage 
and dispose of or misplace prior records, and/or suffer deterio-
ration in mental capacity. More often than not, patients refuse 
to cooperate with providers regarding claims of long ago. Even 
if the patient is located, the much shorter statute of limitations 
enabling a provider to collect from the patient may have run, 
precluding the provider from receiving any payment whatsoever.

The existing Medicare reopening rules provide for a three- 
or four-year lookback period, depending on the circumstances 
and the payment system under which the claim was paid.  
There is no suggestion that this current lookback period or the 
existing claim reconciliation and correction processes includ-
ing, for example, claim corrections procedures, are in anyway 
inadequate. In fact, the current lookback period and claims 
processes take into account the practical realities providers face 
when dealing with extraordinarily complex issues that arise in 
obtaining reimbursement for medically necessary services that 
are rendered appropriately.  

CMS must not lose sight of the fact that while it is squeez-
ing providers on the back end of the reimbursement process, 
providers are also being squeezed on the front end.  At the 
same time that CMS is expanding the time period for report-
ing and returning overpayments, under the ACA, § 6404, 
the period of time for submission of Medicare claims has 
been reduced to only 12 months. As we are seeing, Medicare 
contractors routinely reject claims and appeals by providers 

continued from page 17



November/December  2 0 1 2 

Focus     19

for services older than one year. This means that if a claim 
is submitted 12 months and one day after the deadline, that 
provider will not receive payment for these otherwise covered 
services. The limitations placed on providers by the ACA, as 
further expanded by CMS make for a dismal, discouraging 
and uncertain financial environment for providers. 

Finally, if the final rule contains a lookback period that has 
some semblance of the expanded 10-year lookback period, 
providers are hoping that the new period, whatever the length, 
will apply prospectively only, i.e., begin to run on claims for 
services rendered as of the adoption date of the Final Rule. 
The concern is that if CMS decides to apply the Final Rule 
retrospectively, the effect would be to unnecessarily force pro-
viders to open books they have had closed for years. Prospec-
tive application would, at the very least, allow the necessary 
time to develop information systems and technology to pro-
vide ready access to claims reflecting potential overpayments. 
As currently drafted, the proposed rule would divert provid-
ers’ financial and human resources away from their traditional 
mission of providing care to endlessly searching for the pro-
verbial overpayment “needle” in a Medicare claims “haystack.” 

Conclusion
Implementation and compliance with the ACA is going 

to be expensive.  The Federal Government will be responsible 
for many of these expenses, including for example, funding or 
partially funding local health care exchanges and paying for 
expanded Medicaid benefits in states that choose to participate 
in the Medicaid expansion program.  Congress and CMS have 
been and will continue to be creative in finding new revenues to 
pay for the additional financial commitments under the ACA.  
One creative maneuver is CMS’ current attempt, through the 

proposed rule, to significantly expand the potential liability, 
obligations, and lookback period for reporting and returning 
overpayments.  The proposed rule does not bode well for the 
provider community, and the hope is that CMS will listen to 
the provider community’s comments and incorporate a more 
balanced approach when promulgating the Final Rule.
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ACA that the President has embraced) is here for the long haul.
277 Fed. Reg. 9179.
331 U.S.C. § 3729(b).
4These additional requirements are found in proposed § 401.305(d)
(3), (4), and (9) through (12).
531 U.S.C. § 3731.
6April 16, 2012 Letter from David H. Johnson, Chair, ABA Health 
Law Section, to CMS Administrator Marilyn Tavenner.
7Id. at pp. 12-13, citing, 77 Fed. Reg. at 9181.

Meet A New Member!
Who is your employer, and what is your position?

What was your first job as a teen?

What do you like best about your work 
responsibilities?

A job I would enjoy doing without pay is...

My favorite place is... 

I will not eat... 

If I’m not at work, you will find me...

Crozer-Keystone Health Systems, Senior Grant Accountant.

Paperboy. I don’t think they exist anymore. Now it’s adults delivering the  
paper at 5am so you can have it with your morning coffee. What a shame.

Although my job title is Senior Grant Accountant, I am more of a Grants 
Manager, as our system does not have one. I love the impact I have had on 
increasing our cash flow and changing the people’s understanding that  
grants don’t have to lose money.

Foundation Director. You can find plenty of money out there for worthy causes, 
but you must first change the old school mentality of how to fundraise.

Disney World.

I have never met a food I didn’t like.

With my two beautiful children.

Michael A. Mellace
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With Hurricane Sandy having been designated as a qualified 
disaster, the Internal Revenue Service (“IRS”) has been 
issuing guidance with respect to disaster relief for the victims. 
Under IRC § 139(c)(3), Hurricane Sandy has been declared 
a federal disaster for federal tax purposes and as such certain 
payments to victims and contributions for relief efforts may 
have different tax treatment than usual.

How does the IRS define a qualified disaster?

Per IRC §139(c)(3) includes any disasters resulting from an 
event determined by the IRS to be of a catastrophic nature.

What does this mean for employees?

The IRS has alerted Taxpayers that qualified disaster relief 
payments made by employers to their employees can be 
excluded from taxable income. These payments are not 
considered taxable wages and, accordingly, are not subject to 
payroll tax withholding.

Who are considered eligible employees?

Eligible employees are individuals that reside in one of the 
counties listed in President Obama’s list of federally declared 
disaster areas. The list is included on the Hurricane Sandy 
page of the Federal Emergency Management Agency (FEMA) 
website located at http://www.fema.gov/sandy.

What qualified disaster relief payments are excludable from 
taxable income?

Payments that are excluded from taxable income include the 
following:
	 •	 Payments	covering	necessary	personal,	family,	living	or	 
  funeral expenses that were not covered by insurance, and 
	 •	 Expenses	incurred	to	repair	or	rehabilitate	their	homes	 
  or repair or replace the contents that were not covered  
  by insurance. 

In the event a subsequent 
insurance payment is received 
to cover any of the above 
outlined expenses, a disaster 
relief payment provided by an 
individual’s employer could 
become taxable.

Can employer-sponsored pri- 
vate foundations provide disaster relief?

Employer-sponsored private foundations can also provide 
disaster relief to Hurricane Sandy affected employees with- 
out affecting their tax-exempt status in accordance with 
IRS Publication 3833, Disaster Relief: Providing Assistance 
Through Charitable Organizations. These employer-sponsored 
private foundations need to exercise due diligence when pro- 
viding disaster relief payments to employees under the guidance 
included in IRS Publication 3833. 

What IRS guidance has been published with respect to leave-
based donations to victims?

On November 6, 2012, the Internal Revenue Service (“IRS”) 
issued Notice 2012-69 and News Release 2012-88 which 
both address various tax issues associated with employees 
electing to donate their vacation, sick or personal leave time 
to certain organizations to assist the victims of Hurricane 
Sandy.

What criteria must be met for leave-based donation programs?

Employers are establishing leave-based donation programs 
whereby employees may elect to donate the cash equivalent 
of their vacation, sick or personal leave time to an Internal 
Revenue Code (“IRC”) §170(c) organization that provides 
relief to disaster victims. The contribution to the IRC 
§170(c) organization must be made before January 1, 2014.

Post-Sandy Tax Treatments for Payments to
Victims and Contributions for Relief Efforts

Karen L. Henderson

•Focus on Finance•
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Q.
A.
What will be the tax treatment of leave-based donations?

The IRS has stated that the accrued and unused vacation, sick 
or personal leave time donated by the employees does not 
constitute taxable wages or income to the individual making 
the donation and thus not includable in the employee’s Form 
W-2 as taxable wages. Employers are allowed to deduct 
the cash payments made to the charitable organization as 
either charitable contributions or gifts under IRC §170 or 
as trade or business expenses under IRC §162. Accordingly, 
employees making the leave-based donation are not eligible 
to claim a charitable deduction under IRC §170 for the 

value of the leave-based donation that is excluded from their 
respective compensation and wages. In addition, the donated 
leave or a check for the value of the donated leave will not 
be considered taxable income to the qualified disaster victims 
who are the recipients of this type of donation.

About the Author
Karen L. Henderson, CPA, is a Tax Manager at WithumSmith+ 
Brown, Certified Public Accountants and Consultants, and is a 
member of the firm’s Healthcare Services Group. Karen can be 
reached at khenderson@withum.com. 

•Certification Corner•

NJHFMA initiated its annual Basic Financial Management 
Series (BFMS) in October. This series has a dual purpose- to 
provide a fundamental overview of the profession to those 
who are new to the field of healthcare finance, while simulta-
neously preparing individuals to take the HFMA certification 
exam. More than 25 of your colleagues are participating in 
the series. 
 While the BFMS provides a well-structured way to pre-
pare for the certification exam, any HFMA member can reg-
ister and take the exam if they feel they are ready.  Those who 
are interested in preparing on their own can use HFMA’s self-
study preparation course, which is available online.  For more 
information on the certification process, or to register for the 
exam or the self-study course, please visit: http://www.hfma.
org/certification/

Reminder: CHFPs and FHFMAs are required to complete 90 
hours of continuing education during each 3 year cycle.  45 of 
these credits must be in healthcare finance. While credits ob-
tained directly from HFMA will automatically be credited, all 

courses taken outside of HFMA national (including programs 
sponsored by NJHFMA) must be self-reported using the 
HFMA online reporting tool. Eligible activities for CPE cred-
its include live education sessions (presenting or attending), 
authorship of publications, self-study courses, and college 
courses. A complete list of eligible activities can be found at: 
http://www.hfma.org/Education-and-Events/Certification/ 
Maintenance/Maintaining-My-Certification/

Any questions on certification can be directed to either of the 
chapter co-chairs:

Eric Fishbein, CHFP
efishbein@presscott.com
860-674-0717

Or 

Cheryl Cohen, FHMA
ccohen-pantheon@comcast.net
(609) 259-3363
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Even the rebellious at heart may choose to play by the rules 
governing Individual Retirement Accounts (IRAs) to avoid 
tax penalties. IRAs offer favorable tax-deferral benefits to indi-
viduals who are saving for retirement, but with those benefits 
come certain rules about when distributions may be taken.

Contributions to a traditional IRA, depending on your 
income and participation in employer sponsored plans, may 
entitle you to certain current income tax deductions. Further-
more, because your funds are not taxed until distributions be-
gin, your savings have the potential for tax-deferred growth. 
Generally, IRAs are designed to work as long-term savings ve-
hicles, but you may be able to withdraw funds early and with-
out penalty, provided your situation qualifies as an exception.

The Age 59½ Rule
The age 59½ rule stipulates that, if you take distributions 

from your traditional IRA before you reach the age of 59½, 
you may be subject to a 10% Federal income tax penalty in 
addition to regular income tax. However, you may not have 
to pay the 10% Federal income tax if your early distribution 
meets certain requirements.

Exceptions
You may be eligible for penalty-free qualified distributions, if 
one of the following exceptions applies:
•	 You	are	taking	qualified	distributions	as	the	beneficiary	of	a	

deceased IRA owner. If you inherit an IRA, there are stipu-
lations outlining when you must begin taking distributions 
based on your relationship to the decedent. For nonspousal 
beneficiaries, when the IRA owner died, not the age of the 
beneficiary, determines when distributions must be taken; 
therefore, there is no penalty if the beneficiary has not yet 
reached age 59½. The age of the beneficiary will determine 
only the amount of the required minimum distribution 
(RMD). The same is true for spousal beneficiaries who do 
not opt to treat an inherited IRA as their own. The ex-
ception does not apply to spousal beneficiaries who opt to 
treat the account as their own IRA.

•	 You	are	paying	for	certain	first-time	homebuyer	expenses,	
generally referred to as qualified acquisition costs, such as 
buying, building, or renovating a first home. Distributions, 
which may not exceed $10,000, may be used to cover 
qualified costs for you, your spouse, your children, or your 
grandchildren.

•	 You,	your	spouse,	or	depen-
dents have unreimbursed 
medical expenses that total 
more than 7.5% of your ad-
justed gross income (AGI). 
If a medical expense for you, 
your spouse, or a dependent 
qualifies as an itemized deduction on your income tax re-
turn, it will generally qualify as an exception.

•	 The	distributions	are	part	of	a	series	of	substantially	equal	
payments that meet certain annuity criteria. The Internal 
Revenue Service (IRS) currently endorses three methods 
for determining an early distribution schedule: the life ex-
pectancy method, the amortization method, and the an-
nuitization method. Once an early distribution schedule 
is established, it must be maintained for five years or until 
you reach age 59½, whichever is later. Furthermore, at least 
one distribution must be taken annually.

•	 You	qualify	as	being	disabled.	Certain	physical	and	mental	
conditions, generally determined by a physician to limit 
activity, may excuse an individual from the penalty tax.

•	 You	are	paying	medical	insurance	premiums	due	to	unem-
ployment. If you lost your job, and received unemployment 
compensation for 12 consecutive weeks, you may take dis-
tributions from your IRA account, penalty free, during the 
year in which you received unemployment compensation, 
or in the following year, but no later than 60 days after you 
have been re-employed. Distributions may not exceed the 
amount paid in medical premiums for you, your spouse, 
and your dependents.

•	 You	are	paying	for	higher	education	expenses,	such	as	tu-
ition, fees, and books at an eligible educational institu-
tion (generally all accredited postsecondary institutions). 
The distributions may not exceed your qualified education 
expenses, or those of your spouse, your children, or your 
grandchildren.

•	 The	distribution	is	attributable	to	an	IRS	levy	of	the	IRA.	
IRAs are strictly regulated to ensure that they are used as 
vehicles for retirement savings. Therefore, they generally 
work best as long-term savings vehicles. However, if you 
do need income from your IRA before you reach age 59½, 
it is important to know if your situation excuses you from 
the penalty tax levied on early distributions. Playing by the 
rules may save you money and help preserve your savings 

Mark McLafferty

Your Personal Finances
Playing by the IRA Rules

by Mark McLafferty, MBA
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for retirement. Be sure to contact your personal tax advisor 
for assistance. 

The information contained in this newsletter is for general 
use, and while we believe all information to be reliable and ac-
curate, it is important to remember individual situations may 
be entirely different. The information provided is not written 
or intended as tax, legal, or financial advice and may not be 
relied on for purposes of avoiding any Federal tax penalties. 
Individuals are encouraged to seek advice from their own tax 
or legal counsel. Individuals involved in the estate planning 
process should work with an estate planning team, including 

their own personal legal or tax counsel. Neither the informa-
tion presented nor any opinion expressed constitutes a rep-
resentation by us or a solicitation of the purchase or sale of 
any securities. This article is reprinted with permission from 
LIBERTY PUBLISHING, INC., BEVERLY, MA COPY-
RIGHT 2010.

About the Author
Mark McLafferty, is a financial representative with Emerald 
Financial Resources, a MassMutual Agency; courtesy of Massa-
chusetts Mutual Life Insurance Company (MassMutual).

Mark can be reached at mmclafferty@financialguide.com.

Fall President’s Meeting: Enabling the 
Collaboration of our Chapters

by Kevin McPoyle 

A long standing tradition in HFMA has been to bring to-
gether various chapter leaders from within the same Region for 
an annual Fall President’s Meeting.  The very first Fall President’s 
Meeting was held in our region at Philadelphia’s Lankenau Hos-
pital in 1971 and it proved successful enough to make it an an-
nual tradition.  This meeting enables the chapter leaders to work 
closely together, to share ideas for better programs and oppor-
tunities for our members. This year’s Region III Fall President’s 
Meeting was held on August 23-25 in San Francisco.  

HFMA has the unique ability to pull together the relevant 
parties in our industry to collaborate and share ideas.  It is 
through these gatherings that the generations before us have 
navigated the currents of change impacting our industry. HFMA 
provides us a great forum to solve our challenges and convene 
the credibility of our profession.  But we rely on the effectiveness 
of our chapters to provide these forums for collaboration and ex-
change.  The Fall President’s Meeting allows us to come together 
as a Region to define best practices in education and member 
satisfaction, in certification and succession planning – in all the 
inter minutia of running a chapter.  It is through this effort that 
we continue to build better and better chapters.   

For this year’s event we held a full day of meetings on Friday 
and half day on Saturday.  Strong, healthy relationships are the 
foundation on which any great organization is built. To this end, 
some fun time was allotted during the trip so that we could en-
gage each other in personal conversations, share our stories over 
a meal or two, and develop the rapport needed to run a coordi-
nated Region.  All participants shared some great ideas that will 
benefit each of our chapters.  Although our five chapters vary in 

size and geography, we still have much in common.  The group 
was very engaged and focused on opportunities for improve-
ment and meeting members’ needs.  

Becky Speight, from HFMA’s National Board of Directors, 
provided an update from the recent national board meeting and 
the strategic direction of the organization. And by being with us, 
Becky learned about our chapters and received feedback and ideas 
to take back to the national board.   In addition, Patricia Kosar 
who is Chapter Relations Coordinator from the National office 
updated us on products and services that National provides.  

The meeting was chaired by the Regional Executive council 
which includes Loren Stone (Northeastern PA Chapter), John 
Bubb (Central PA Chapter), and Mike Garczynski (Western PA 
Chapter.)  Also attending the meeting representing each of their 
chapters included Kevin McPoyle, Ann Saputelli, and Anne Del-
Pizzo from the Metro-Philadelphia Chapter; John Stapert and 
Kathleen Chapman from the Northeastern PA Chapter; Donna 
Muller and Stephanie Hollick from the Central PA Chapter; 
Don Riefner and Ben Gleason from the Western PA Chapter; 
and John Brault, David Wiessel, and Tracy Davison-Dicanto 
from the NJ Chapter.  In addition, Pat Kosar from HFMA Na-
tional and Becky Speight from the National Board participated 
in the meeting. The meeting was successful and enabled us to 
collaborate on the effectiveness of our chapters.

About the Author
Kevin McPoyle, CPA is the Director of Internal Audit & Compli-
ance for Kennedy Health System. He is also currently serving as the 
President of the Metro-Philly Chapter of HFMA.
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Introduction
A few weeks ago, I was visiting a friend who proudly 

showed off his latest, as he called it, “med app” that he had 
downloaded on his smartphone. One was designed to measure 
my heart rate and the other my blood pressure. The reads were 
not very encouraging, which made me think how accurate are 
these readings? When it comes to one’s heart’s activity, blood 
sugar or medication history, consumers can not afford to re-
ceive inaccurate information, because any misinformation 
may ultimately lead to poor clinical decisions by consumers or 
their health care providers. Could such applications become 
an integral part of a health care facility and if so, how are they 
regulated? 

Development of Mobile Medical Applications (MMAs) 
is nothing new in the health care industry. These are software 
programs that run on mobile platforms such as iPhones and 
facilitate user’s access to certain medical information. They 
cover a wide range of capabilities, from allowing individual 
users to monitor their heart rate, blood pressure, calorie in-
take for healthy weight maintenance, to allowing doctors 
to view a patient’s X-rays on a mobile communications 
device. More advanced programs may even allow commu-
nications among patients who have downloaded the same 
MMAs, or their health care providers. 

Aside from patient’s privacy-related issues surrounding the 
dissemination of one’s medical information, the information 
provided by the MMAs may cause the ultimate users or their 
health care providers to make treatment decisions. It is the 
latter issue that has prompted the U.S. Food and Drug 
Administration (FDA) to take steps and put the industry 
on notice as to the level of scrutiny that may be imposed on 
MMA developers to ensure safety and reliability of the infor-
mation being generated. 

Health care facilities relying on MMAs should exercise dili-
gence in their procurement practices to minimize the impact 
on patient’s safety, particularly if a developer had a product 
recalled. In fact, a robust procurement practice may prove to 
minimize loss of investment or delays in operational services 
that may be caused by non-FDA-compliant MMAs. This ar-
ticle briefly explores the FDA thinking on the subject of por-
table medical devices utilizing MMAs. 

Background
Since its direct access to 

the market in 2008, the mo-
bile app industry has blossomed into a new economic sector 
with growing opportunities. Many such applications simply fa-
cilitate ease of accessibility to medical information. The sector 
has so rapidly expanded that the industry has recently held its 
fourth annual mHealth Summit highlighting emerging issues 
in the filed (www.mHealthSummit.org).  

As these products have broad application in the medical 
field, the FDA has been taking baby steps to minimize poten-
tial risks on the respective users. The FDA as a federal agency 
and under the public health law has the responsibility to over-
see the safety and effectiveness of any MMAs that present a 
potential risk to users or patients if they do not work as they are 
intended. With the increased use of software and computer-
based products in health care administration, the FDA issued a 
draft policy on July 21, 1989, to address the industry concerns 
for regulating software-based products. Despite such efforts, 
the FDA came to the conclusion that establishing an over-
reaching software policy to address all issues related to medical 
software was not practical because of product diversity creating 
more complex regulatory issues. For such reasons, the guidance 
related to medical software was withdrawn.1 This thinking has 
begun to change.

On July 19, 2011, the FDA issued its draft guidance to 
the industry to clarify its position on the regulatory approval 
process for MMAs. MMAs can impact the performance or 
functionality of currently regulated medical devices. The FDA 
intends to oversee the MMA sector outlining a clear and pre-
dictable expectation. Accordingly, health care facilities must 
exercise diligence in their procurement activities to avoid in-
take of products that have not met the adequate FDA scrutiny.

Recommended System
In the FDA Draft Guidance on MMAs, mobile platform 

was defined as a commercial off-the-shelf computing plat-
form with or without wireless connectivity that is handheld in 
nature. MMAs are software applications that can be run on a 
mobile platform or a web-based software application tailored to 
a mobile platform and in the mean time meets the definition of 
device under the Food, Drug and Cosmetic Act (FD&C Act).2 

by Shahnam Sharareh, PharmD, RAC

Shahnam Sharareh

The Mobile Medical
Applications and FDA 
Oversight



November/December  2 0 1 2 

Focus     25

To fall under FDA control, MMAs must either (a) be used as an 
accessory to an FDA-regulated medical device; or (b) transform 
a mobile platform into a regulated medical device.3  

Therefore, FDA regulations will apply to software products 
or components that meet the definition of a device under the 
FD&C Act. A device under the FD&C Act is “…an instru-
ment, apparatus, implement, machine, contrivance, implant, 
in vitro reagent…” that is “…intended for use in the diagno-
sis of disease or other conditions, or in the cure, mitigation, 
treatment, or prevention of disease, in man…” or “…intended 
to affect the structure or any function of the body of man or 
other animals….”4 Consumers can generally locate the in-
tended use by reviewing the labeling of the product. As such 
any MMA intended for use in the diagnosis or the cure, miti-
gation, treatment or prevention of disease can be subject to 
some degree of FDA scrutiny. 

MMAs provide easier management of a consumer’s own 
health and wellness and they can give consumers valuable health 
information in matter of seconds. Health care professionals may 
also be using these applications to improve and facilitate patient 
care. For such reasons, the level of regulatory control necessary 
to assure safety and effectiveness varies based upon the risk the 
device presents to public health.  

The FDA states that its intention is to narrowly oversee a 
small group of MMAs that present a potential risk to the pa-
tients.5 These apps are typically the ones that can impact how 
a regulated medical device (such as an ultrasound device) per-
forms its activity. In other words, these are MMAs that either 
have traditionally been considered medical devices or affect the 
performance of a currently regulated medical device. The FDA 
believes that such MMAs pose the greater risk to the public 
health as currently regulated devices if they fail to function 
as intended. According to the FDA, using a mobile platform 
along with an MMA to perform medical device functions does 
not necessarily change the intended use or the risk to patients 
if the device fails to operate properly. 

Such thinking is emphasized in the FDA-issued guidance. 
The agency will continue to evaluate the potential impact these 
technologies might have on improving health care, reducing 
potential medical mistakes and protecting patients.

As mentioned above, there are two groups that can undergo 
some degree of FDA oversight. The first group includes such 
applications that turn, for example, a smartphone into an elec-
trocardiography, or ECG, machine to detect abnormal heart 
rhythms and are considered applications viewed to be an acces-
sory to an FDA-regulated medical device.

With respect to the second group, such software applica-
tions include those that enable a health care professional to 
view medical images on an iPad and make a diagnosis.

Under the Guidance, the FDA requires the manufactur-
ers of such software applications to follow the same regulatory 
oversight as medical device manufacturers. This would include 
properly classifying the software under the applicable device 

classification and following the proper regulatory path for ap-
proval or clearance of such device class. 

 If these software applications do not control or alter the 
functions or parameters of any medical devices to which they 
may be connected, they may not need to undergo an approval 
or clearance study at all. MMAs that assess administrative tasks 
and the needs of a medical facility solely to update the health-
care professionals on the status of patients and further coordi-
nate staffing tasks may not require FDA oversights.

 On the other hand, MMAs that transform a mobile plat-
form into a regulated medical device that uses attachments, 
display screens, sensors or other similar components are 
required to comply with the device classification associat-
ed with the transformed platform. For example, the MMA 
that uses internal or external sensors on a mobile platform for 
an electronic stethoscope may be viewed to convert the mobile 
platform into an electronic stethoscope. For such reason, the 
manufacturers of such a mobile medical app are required to 
follow the regulations applied to the electronic stethoscope. 

Conclusion
Based on such scenarios, facilities officers should be diligent 

in their procurement practices to ensure that MMA systems 
that facilitate exchange of information among staff or health 
care providers sufficiently satisfy their regulatory requirements. 
Should such products undergo a post facto FDA review and 
face a recall, the institution may be harmed in its daily opera-
tions. Therefore to avoid future loss of investment or delays 
in operational services, procurement officers should take the 
necessary steps to ensure adequate compliance of MMAs with 
the FDA regulations. 

About the Author
Shahnam is a partner of the law firm of Fox Rothschild, Intel-
lectual Property department.  He has extensive experience in U.S. 
and international intellectual property matters in wide range of 
technologies. He is also a licensed pharmacist and a Regulatory 
Affairs Certified (RAC) professional and advises clients on FDA 
regulatory matters, marketing and advertising strategies for drug, 
food, and dietary supplement products.

He has authored a number of publications and been quoted in 
Bloomberg Law Reports - Health Law section. Currently he is 
the co-editor and contributor of Fox Rothschild’s  FDA, Pharma, 
Healthcare Fraud Blog.  Shahnam can be reached at  SSharareh@ 
foxrothschild.com. 

Footnotes
1Draft Guidance for Industry and Food and Drug Administra-
tion Staff, Mobile Medical Applications (“FDA Draft Guidance 
MMAs”), July 19, 2011 at p. 5.
2Draft Guidance MMAs at p. 7
3Id.
4FD&C Act, section 201(h).
5Id. at p. 12. 
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•Focus on...New Jobs in New Jersey•

JOB BANK SUMMARY LISTING

HFMA-NJ’s Publications Committee strives to bring New Jersey Chapter members timely and useful information in a convenient, accessible manner. Thus, 
this Job Bank Summary listing provides just the key components of each recently-posted position in an easy-to-read format, helping employers reach the most 
qualified pool of potential candidates, and helping our readers find the best new job opportunities. For more detailed information on any position and the most 
complete, up-to-date listing, go to HFMA-NJ’s Job Bank Online at www.hfmanj.org. 

[Note to employers: please allow five business days for ads to appear on the Web site.]

Job Position and Organization

BUDGET ANALYST
 Meridian Health

IN/OUTBOUND CALL CENTER MANAGER – 
PT. SERVICES
 Holy Name MC
 Teaneck, NJ

MANAGER or DIRECTOR OF PROVIDER PAYMENT
 AmeriHealth NJ
 Cranbury, NJ

DIRECTOR OF NETWORK SERVICES
 AmeriHealth NJ
 Cranbury, NJ

DIRECTOR PATIENT FINANCIAL SERVICES
 Neighborhood Health Services
 Plainfield, NJ

DIRECTOR, PAYER SERVICES
 Children’s Specialized Hospital
 Mountainside, NJ

FINANCIAL MANAGER, CLINICAL SERVICES
 Geisinger MC
 Pennsylvania Campuses

SR. BUDGET/REIMBURSEMENT ANALYST
 East Orange General Hospital
 East Orange, NJ

DIRECTOR OF QUALITY & COMPLIANCE
 Hackensack University MC
 Pascack Valley

DIRECTOR OF REVENUE CYCLE
 Hackensack University MC
 Pascack Valley

CHIEF FINANCIAL OFFICER
 VNA Health Group

CONTROLLER
 Hackensack University MC
 Hackensack, NJ

MEDICARE RAC ANALYST
 Valley Health System
 Ridgewood, NJ

DIRECTOR, PATIENT ACCESS
 Robert Wood Johnson Univ. Hospital at Hamilton
 Hamilton, NJ

MANAGER, HOME CARE FINANCIAL SERVICE
 Atlantic Health System
 Morristown, NJ
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by Tim Larkins

5 Benefits of Customer 
Loyalty

Loyalty is an important yet rare quality in our culture.  It is 
demanding and volatile.  Without an environment containing 
consistency of trust and attentive care, it will not survive.  

Customer loyalty is no different. Your customers want and 
hope they can trust you. They demand the care that anticipates 
their unspoken needs and quickly responds to their spoken 
requests. The organizations recognizing this are able to create 
and sustain customer loyalty not because they are lucky or just 
happen to hire the right people. They do it deliberately. And 
they are deliberate because they understand customer loyalty 
is a vital key to sustained growth and profitability.

The first area of benefit from creating loyal customers is ob-
vious yet significant – fewer of your customers choose others 
to provide the service they originally entrusted to you. Most 
companies spend too much time and money on the marketing 
efforts of “hunting and fishing” and not enough on nurturing 
their existing customers. Engage your staff ’s creativity to deter-
mine how your team can make each customer encounter special.

A motivated staff is the next benefit. This is the lynchpin 
to creating customer loyalty – creating staff loyalty within your 
own organization.  Engaged, educated, empowered, enriched, 
and energized team members will supply their discretionary 
effort at work to ensure your customers are satisfied.  It is lead-
ership’s responsibility to model behavior that is caring, trust-
ing, and supportive.  In other words, take care of the people 
you have entrusted with the care of your customers.

How would you like fewer complaints while serving more 
clients? Does it sound too good to be true? With greater cus-
tomer loyalty, over time it becomes a reality. This frees you and 
your staff to pursue more productive work.

The fourth benefit is pure magic as your customers become 
your promoters.  As you quickly close the loop on complaints 
and anticipate the needs of the customer, they will tell the story 
of your outstanding service to other potential customers. Most un-
derstand that things go wrong. What they don’t understand is 
why it took so long to fix, why it happened again, why they 

had to keep calling back for 
updates, and why there was no 
sense of urgency with your staff.

Think of it this way. People 
are going to tell stories of their 
experiences. When your com-
pany “blows it”, your customer is going to tell their peers, 
friends, and whoever else will listen. It is nothing personal. 
They do not think about this hurting your reputation in the 
industry.  Resolving complaints timely, effectively, and to the 
customers satisfaction puts you in control of the end of the 
story. Now they still tell the story but with a happy ending 
where you and your staff are the heroes.

Finally, a stronger, more predictable bottom line will re-
sult as the first four benefits become reality.

Organizations struggling to achieve distinction in their 
industry, memorability with their clients, and profitability 
on their bottom line need to focus on creating loyalty with 
their customers. They want confirmation that choosing your 
organization was a wise decision. They want you to do what 
you promised and respond to their needs and requests timely.  
Your challenge is to do this and provide the “what else.”  

So how are you doing? Maybe a Customer Loyalty initia-
tive could help.

About the author
Tim crafts customized solutions to help complex organizations 
grow through the engagement and inspiration of their employees.  
Connecting associate engagement with organizational growth, 
Tim has been a leading voice in the healthcare sector for the last 
two decades – leading complex organizations to realize organiza-
tional change and growth.

An in-demand keynoter and executive-session facilitator, 
Tim helps senior leaders understand and plan-for the human 
dimension of organizational growth. Tim can be reached at 
Tim.Larkins@e5xcellence.com. 

mark your calendar . . .

PLEASE NOTE:  NJ HFMA offers a discount for those members who wish to attend Chapter events and who are currently seeking employment.  

For more information or to take advantage of this discount contact Laura Hess at NJHFMA@aol.com or 888-652-4362.  The policy may be viewed 
at: http://hfmanj.orbius.com/public.assets/A02-Unemployed-Discount/file_168.pdf 

January 8, 2013 all day
Woodbridge Hilton Bimonthly Meeting: PFS & Pt. Access

Tim Larkins
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The U.S. Department of Health and Human Services, Of-
fice of Inspector General (OIG) has recently issued the Fiscal 
Year (FY) 2013 OIG Work Plan. This is an annual Work Plan 
that addresses the current focus areas of the OIG, including 
projects still in process from prior FYs in addition to new fo-
cus areas for the upcoming year. 

Although the Work Plan addresses initiatives for all types 
of providers, this article will focus on some of the new hospital 
audits. Some of these audits may or may not be indicative of 
future Medicare payment reductions.  It is recommended that 
hospitals stay abreast on these focus areas throughout the year 
to best anticipate future revenue reduction initiatives.

Diagnosis Related Group (DRG) Window
The DRG Payment Window Policy has been a component 

of the Inpatient Prospective Payment System (PPS) regula-
tions since 1983. There have been changes to this policy over 
the years, and in 2012, the DRG Payment Window was ex-
panded to include wholly owned physician practices. The OIG 
focus for 2013 will be to analyze claims data to determine how 
much CMS could save if it bundled outpatient services deliv-
ered up to fourteen (14) days prior to an inpatient hospital ad-
mission into the DRG payment. The current DRG payment 
Window Policy bundles all outpatient services delivered three 
(3) days prior to an inpatient admission. The OIG anticipates 
that significant savings could be realized if the DRG window 
was expanded from three (3) to fourteen (14) days.  Hospi-
tals should pay close attention to these audits as an expansion 
to this program will have significant financial implications to 
hospital outpatient service revenue.

Compliance with Medicare’s Transfer Policy
The Medicare Post Acute Transfer Rule was implemented 

in FY 1998 and has been expanded in FYs 2005, 2006, 2007, 
2008 and 2012. Pursuant to federal regulations, a hospital 
discharging a beneficiary is paid the full DRG amount. In 
contrast, a hospital that transfers a beneficiary to another fa-
cility is paid a graduated per diem rate for shorter lengths of 
stay. The OIG has performed significant audits of claims that 
were reimbursed the full DRG rate and has provided guid-
ance to CMS on claims processing edits that would concur-
rently identify claims that were actually transferred to another 

facility and would result in the 
lesser per diem rate.  Based on 
these recommendations, the 
Medicare Administrative Con-
tractors (MACs) have imple-
mented claim edits to identify these situations to prevent 
overpayment situations. Historical OIG audits identified the 
effectiveness of these edits. OIG audit results have revealed 
an 85% effective rate with the claims processing edits. The 
MACs were charged with making additional changes to these 
edits to further improve the effectiveness. In 2013, additional 
audits will occur to evaluate the effectiveness of these claim 
edits to determine if the edits have improved.

Payments for Discharges to Swing Beds in Other Hospitals
The OIG will review Medicare payments made to hospi-

tals for discharges that were coded as discharges to a swing 
bed in another hospital. Swing beds are inpatient beds that 
can be used interchangeably for acute care or skilled nursing 
care. Currently, federal regulations allow for a full DRG pay-
ment for discharges coded as “Swing Bed” (patient discharge 
status code of “61”). However, Medicare pays hospitals a re-
duced payment for shorter lengths of stay when beneficiaries 
are transferred to another PPS hospital. This is based on the 
assumption that acute care hospitals should not receive full 
DRG payments for beneficiaries discharged “early”,  and then 
admitted to another post acute provider post discharge.  Since 
Medicare does not pay a reduced payment for discharges to 
a “Swing Bed”, the OIG will evaluate these situations and if 
appropriate, recommend that CMS evaluate their policy re-
lated to payment for hospital discharges to swing beds in other 
hospitals. In the event this change is implemented, hospitals 
who discharge patients to “Swing Beds” and utilize patient dis-
charge status code of “61” will experience further claim reduc-
tions as additional claims will be impacted by the Medicare 
Post Acute Transfer Rule.

Non –Hospital Owned Physician Practices Using 
Provider Based Status

The OIG will assess the impact of non-hospital owned 
physician practices billing Medicare as provider based physi-
cian practices. A determination will also be made with regard 

by Kathy Ruggieri
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What’s “New” in the OIG Work 
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to whether provider based status meets CMS billing require-
ments. Since provider based status can result in additional 
Medicare payments, it also increases a Medicare beneficiaries’ 
coinsurance liabilities. Hospitals that bill with a provider based 
status should evaluate whether the Medicare criteria specific to 
provider based physician status is met.

It is clear that the OIG is looking for opportunities to fur-
ther reduce Medicare reimbursement.  It is important for hos-
pitals to keep current on these potential revenue reductions.  It 
is recommended that hospitals continue to take full advantage 
of comment periods to communicate concerns with regard to 
payment reduction initiatives.

About the author
Kathy Ruggieri is the Senior Director responsible for BESLER 
Consulting’s Revenue Cycle service line and has been a member of 
their revenue cycle team for over twelve (12) years. Kathy has over 
twenty-five (25) years of experience in healthcare financial man-
agement and has extensive knowledge of all components within 
the revenue cycle. Her background is very diverse having experi-
ence in acute care hospitals in addition to skilled nursing facilities, 
psychiatric facilities and home healthcare. Kathy can be reached 
at kruggieri@besler.com. 

From the Desk of Amy Mansue, Children’s Specialized Hospital
November 8, 2012

The Children’s Specialized Hospital team has successfully 
reopened all of our sites with the exception of our Toms River 
nursing home, which just yesterday lost power because of the 
snow storm. The electrical and gas systems remain fragile as 
most of New Jersey continues to recover from reoccurring 
power outages. 

Given the damage suffered in the area, it is amazing that 
ten days later we were able to restore our services to children 
without any major disruption. We have begun the process of 
rescheduling all of the roughly 8,000 half hour appointments 
and visits that were missed over the last week. But I assure you 
there are many of those appointments that will be lost due to 
the nature of the situation. Dr. Mehta has worked with each of 
the outpatient physicians to extend their hours or work Satur-
days to accommodate the children. The therapists have made 
the same adjustments. This is a testament to the leaders in 
these areas, as well as the dedication of the staff.

The staff and leaders who were able to work through the 
storm are an amazing group of people. Words can not do jus-
tice their personal sacrifices and commitments made of the 
course of the last two weeks. They selflessly left their fami-
lies and loved ones to be with us. The physical and emotional 
strain of what they endured is palpable. We are working hard 
to watch over all of the staff and make sure we are helping 
them cope with this disaster. 

We are aware of 12 of our staff who have lost their homes 
and many more who have lost their cars. We are working with 
each of them to try and provide them what they need, as they 
need it. Of course, while they are staying with family and 
friends or in shelters, their needs are much different than when 
they move to temporary housing or eventually, hopefully, back 
home. Please know that we are staying in close touch with 

them as they face the daunting task of rebuilding their homes.
We have established an employee crisis account for do-

nations. Tax deductible donations can be done online at: 
www.childrens-specialized.org/hurricanerelief or sent to 
“Children’s Specialized Employee Crisis Fund” Attn: Finance 
Dept., 150 New Providence Road, Mountainside, NJ 07092. 
Any support you can give will be greatly appreciated. In addi-
tion, we are organizing staff to go and help those people empty 
what is left of their homes. The Foundation has generously 
donated $25,000 to support the hospital during this time of 
recovery. We will use these funds to support employees who 
have lost their homes. This is such a generous thing to do as they 
rebuild their lives.

We are establishing an ongoing wish list of items people 
may need as this process continues. It is a "needs" registry that 
will work like a wedding registry. This way we can make sure 
we get exactly the right items for people. My colleagues from 
Alabama Children’s Hospital who went through the Tornado 
in Tuscaloosa have cautioned me that this process is not quick 
and we need to be ready to support people through the entire 
process, which could take up to a year.

You should be so proud of the effort that has been extend-
ed to return to full operations, and to support those going 
through tremendous loss. All of the effort and energy to 
create a Children’s Specialized’s culture has been demonstrated 
over the last ten days. Our values: Excellence, Compassion, 
Innovation, Integrity, Teamwork, and even some Fun has been 
demonstrated in ways I can't even begin to detail. It has been 
a horrific process but one that has brought out the best in our 
organization.

Thank you for your continued support. As always I am 
available to discuss any of this with you.

Amy

Superstorm Sandy
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New Members
Rosemarie Jara
Hackettstown Regional Medical Center
Sr. Change Services Analyst
(908) 227-4489
rjara@hch.org

Chris Ballisty
Schachter Portnoy, L.L.C.
Manager Health Care Receivables
cmb@splawoffice.com

William Taggart
(609) 924-5509
taggart_bill@comcast.net

James P. Austin
Liberty HealthCare System
Sr. Accountant
(201) 716-5708
jaustin@libertyhcs.org

David Kaplan
McGladrey
Senior Healthcare Consultant
(856) 722-6239
david.kaplan@mcgladrey.com

Eugene Gorbach
Arsenal Capital Partners
Vice President
(212) 771-1717
ggorbach@arsenalcapital.com

Sai G. Chintamaneni
Promantra Synergy Solutions Ltd
Chief Executive Officer
(732) 947-4615
sai@promantra.us

Ashley Dwyer
Barnabas Health
CDM Analyst
(732) 923-8291
adwyer@barnabashealth.org

Vitalya Biler
Barnabas Health
Director
(732) 923-8215
vbiler@barnabashealth.org

Jennifer Shimek
Ernst and Young
Senior Manager
(732) 516-4676
jennifer.shimek@ey.com

Ray Braeunig
UMDNJ
Compliance Officer
(610) 436-9953
raybraeunig@cs.com

Chike N. Chimezie
Newark Community Health Center, Inc.
Staff Accountant
(973) 675-1900
chike.chimezie@yahoo.com

Debra Briggs
New Jersey Council Of Teaching
Acting President and CEO
(609) 656-9600 ext 
dbriggs@njcth.org

Jason Gonzalez
Meridian Health
Budget Analyst
(732) 751-3353
JAGonzalez@meridianhealth.com

Devyani Kaushik
(609) 865-4684
devyanik18@gmail.com

Christopher C. Ruggieri
Besler Consulting
Jr Consultant
(732) 392-8248
cruggieri@besler.com

David Chin
UMDNJ
Sr. Compliance Officer
(732) 439-9316
chindh@umdnj.edu

David L. Eldracher
Meridian Health
Budget Analyst
(732) 751-7577
deldracher@meridianhealth.com

Karen A. Fullam
Accounting Manager
(973) 983-1646
karenfullam@saintclares.org

Neil Kelleher
Holy Name Medical Center
Director of Budget
(201) 833-7021
kelleher@holyname.org

Katherine Waldman
Atlantic Health System
Finance Manager
(973) 971-5851
katherine.waldman@atlantichealth.org

John Nicolardi
Hunterdon Medical Center
Director of Accounting
(908) 788-6676
nicolardi_john@hunterdonhealthcare.org

Katelyn M. Eschbacher
Atlantic Health System
Financial Analyst
(973) 451-2080
katelyn.eschbacher@atlantichealth.org

Shelly L. May
Barnabas Health Hospice & Palliative 
Care Center
Finance & Accounting Manager
(973) 322-4807
smay@barnabashealth.org

Jerilyn Loria
Outpatient Coding Manager
(212) 305-9130
jel9085@nyp.org

Kathleen Gerbasio
Holy Name Medical Center
Assistant Director PFS
(201) 833-3340
gerbasio@holyname.org

Deborah L. Carlino
University Of Medicine & Dentistry Of NJ
Senior Compliance Officer
(973) 972-3260
carlindl@umdnj.edu

Mary Pradilla
Atlantic Home Care & Hospice
Director
(973) 379-8400
mary.pradilla@atlantichealth.org

Michael A. Mellace
Crozer Keystone Health System
Senior Grant Accountant
(610) 447-6293
michael.mellace@crozer.org

Dave Ferguson
Atlantic Health System
Director
(973) 401-6788
david.ferguson@atlantichealth.org

Mark D. Stewart
McKesson-Revenue Management Solutions
Sales Director
(732) 764-9898
mark.stewart@mckesson.com

Sarah Lechner, Esq.
New Jersey Hospital Association
General Counsel
(609) 275-4089
slechner@njha.com

Mathew Miller
CentraState Healthcare System
Business Analyst
(732) 294-7016
mmiller@centrastate.com

Susan P. Farkas
Vie Healthcare
Clinical Reimbursement Analyst
(732) 927-0900
SFarkas@viehealthcare.com

Paul Megleski
AtlantiCare Regional Medical Center
Manager, Financial Counseling
(609) 484-6408
paul.mesgleski@atlanticare.orf

Thomas Weinberger
Pharmatek Systems
Director of Sales & Marketing
tweinberger@pharmateksystems.com

Ben Malyar
Alleon Capital Partners
Vice President
(201) 340-6347
benm@alleoncapital.com

Linda Bilek
MedAssets
Director, AR Services
(732) 923-8237
lbilek@medassets.com

Kevin J. O’Brien
Strategic Business Alternatives, LLC
Founder and CEO
(848) 863-6793
kevin.obrien@strategicbusiness
    alternatives.com

Rachel Simms
Meridian Health
Reimbursement Analyst
(732) 751-3434
rsimms@meridianhealth.com

Jacqueline Lilly
Atlanticare
Director Patient Access
(609) 484-6408
jacqueline.lilly@atlanticare.org

David E. Finn
Towers Watson
Account Director
(973) 331-3511
david.e.finn@towerswatson.com

Christopher Ault
Capital Health System
Financial Analyst
(609) 394-6332
cault521@yahoo.com

Daniel L. Navins
South Jersey Healthcare
Assistant Controller
(856) 575-4756
danielnavins@yahoo.com

Paula Kessler
MedAssets, Inc.
SVP Enterprise Sales
pkessler@medassets.com

Ryan J. Waddington
South Jersey Healthcare
Assistant Controller
(856) 575-4733
waddingtonr@sjhs.com

Joseph Indelicato
Ernst & Young Llp
(732) 516-4395
joe.indelicato@ey.com

David Kmieciak
Ernst & Young
Staff
(732) 516-4298
dave.kmieciak@ey.com

Edward J. Quigley, III
Shore Medical Center
Director of Patient Access
(609) 653-3255
equigley@shoremedicalcenter.org
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by Douglas Harris, and Kathryn C. Salamone

Trinitas Regional 
Medical Center
Hurricane Sandy: 
A Force of Nature

The fierceness of Mother Nature tested the mettle of the 
tri-state region as Hurricane Sandy wreaked unprecedented 
havoc in our area in late October and early November.  Rag-
ing winds and water, flooding, downed trees, power outages, 
gas shortages due to limited supply as well as lack of power, 
came together to create a week of exhaustion, frustration and, 
for many, desperation.  

However, as has been evidenced in the past, the Trinitas 
organization came together with extraordinary courage and 
fortitude to face the challenges the storm presented.    

I proudly commend our employees, Medical Staff, volun-
teers and students for their heroic efforts during Hurricane 
Sandy.  As a result, we maintained our ability to care for our 
patients during the worst hurricane to hit the area in recorded 
history.  Although our own census was high, we were able to 
accept five patients from Hoboken University Medical Center.  
We also offered bed space to the New York City hospitals that 
were evacuated during the storm. 

With few exceptions, staff members showed their fortitude 
and made their way to work throughout the emergency.  More 
than 180 managers and staff at both campuses remained over-

night on Monday, the worst day of the storm. Knowing that 
everyone had storm related emergencies to deal with at home 
makes me especially appreciative of our employees’ many efforts.

It would be impossible to name everyone who came 
through in some way or another during this emergency.  In-
stead, let me extend my profound gratitude to all.  

And if it wasn’t obvious before, it is now: The Trinitas Fam-
ily is the best! I am proud to lead this outstanding organiza-
tion that continually rises to the occasion with steadfastness, 
resilience, and dedication to others. 

Sincerely,
Gary S. Horan, FACHE
President & Chief Executive Officer

About the Authors
Doug Harris, BA, MS, is Director of Public Relations & Market-
ing for Trinitas Regional Medical Center. Kathryn C. Salamone, 
BA, MA, Manager of Public Relations & Marketing at Trinitas, 
is the editor of TRMC World, the medical center’s monthly em-
ployee publication. 

Douglas Harris Kathryn C. Salamone

Members of the Facilities staff in a less hectic moment at the generator 
installation at Williamson Street.

The Command Center in the Board Room was the vital site where 
people and departments connected to coordinate the emergency response 
to Hurricane Sandy.

Superstorm Sandy
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by Helen Oscislawski, Esq. and Krystyna H. Monticello, Esq.

What do Health Information 
Exchange and Disaster 
Recovery Have in Common?

Helen Oscislawski

Krystyna H. Monticello

First, we want to wish all of our readers a very healthy and 
happy holiday season! 

We also ask that you remember that, the Northeast is still 
emerging from the most devastating natural disaster to hit our 
area – Superstorm Sandy. Many were without electrical pow-
er for a significant period of time, and others have had their 
homes and personal property destroyed. Others are even less 
fortunate. To all those who are affected directly or indirectly by 
this recent catastrophe, we extend our heartfelt empathy and 
hope that from the chaos there is hope for the future.

Superstorm Sandy also offers another opportunity to revisit 
how incredibly important it is for healthcare organizations to 
have in place an emergency mode operation plan (EMOP), 
which is, in fact, a required Implementation Specification 
under the HIPAA Security Rule. Data Backup and Disaster 
Recovery are also required Implementation Specifications 
under the HIPAA Security Rule, and are vital to any health-
care organization being ready to continue providing critical 
healthcare services to patients during a disaster. 

In addition, disaster events like Superstorm Sandy highlight 
how networked health information exchange (HIE) can help 
support a healthcare organization’s EMOP. During Super- 
storm Sandy, NY Bellevue Hospital and NYU Langone 
Medical Center had to evacuate their facilities and transfer 
hundreds of patients to other facilities around the city. The 
challenge of attempting to keep patients’ critical medical infor-
mation available, updated and linked to the correct patient – 
especially in the confusion and panic – is a tall order. However, 
as poignantly noted by New York eHealth Collaborative’s Ex-
ecutive Director, David Whitlinger, during a recent interview: 

“In disasters such as Sandy, having HIE is as important as 
having … fire hydrants.”

We couldn’t agree more!
So, for instance, if the two New York hospitals were partici-

pants of the HIE network called SHIN-NY and other facili-
ties to which patients were transferred were also participants 
of SHIN-NY, then the hospitals accepting the transferred pa-
tients could gain real-time access to critical patient informa-
tion so that immediate and appropriate care can continue.

It is also worth noting that HIPAA supports information 
sharing in disasters, as do many state laws. In particular, after 
Hurricane Katrina, the Office for Civil Rights (OCR) released 
guidance as well as an emergency preparedness flowchart 

which emphasize that the Pri-
vacy Rule would not prohibit 
information being shared for 
disaster relief purposes. 

In addition, this past July,  
ONC released the results of a 
two-year effort by the Southeast 
Regional HIT-HIE Collabora-
tion (SERCH) Project on Health 
Information Exchange in Disas-
ter Preparedness and Response. 
The SERCH project began in 
November 2010 and included 
representatives from natural 
disaster-prone states such as 
Alabama, Arkansas, Florida, 
Georgia, Louisiana, and Texas. 

Supported by ONC, the 
SERCH Project was a state-led 
initiative aimed at identifying information-sharing challenges 
during natural disasters and developing strategic plans to in-
corporate HIE into state-wide disaster planning. The group 
developed an actionable plan to improve HIE capabilities in 
response to disasters, both during and in the aftermath, fo-
cusing particularly on interstate communication and informa-
tion-sharing, and addressing legal and other barriers to the use 
and disclosure of patient information. 

Indeed, under HIPAA, providers can share information 
during disaster relief activities in several ways, including for: 
1. Treatment Purposes. HIPAA permits providers to share 
patient information as needed to provide the individual with 
treatment. This can include sharing information with other 
hospitals, clinics, and health care providers, referring patients 
to other providers where they have been relocated, and coor-
dinating patient care with individuals such as emergency relief 
workers, or others that assist with finding appropriate health 
services for patients.
2. Public Health Activities. HIPAA permits providers to share 
patient information for public health activities, which may in-
clude disaster relief efforts. Disclosures of PHI may be made to 
”public health authorities,” which include agencies of federal 
or state government responsible for public health matters as 
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part of their official mandates, or persons or entities acting 
under grant of authority or grant with such agency. Local 
health departments are also public health authorities. Disclo-
sures may be made for the purpose of controlling or preventing 
disease, injury or disability, public health surveillance, public 
health investigations and public health interventions.
3. Averting Threat to Health or Safety. Providers may dis-
close PHI in order to prevent or lessen a serious and imminent 
threat to the health or safety of a person or the public. The 
provider must act in good faith and further limit the disclo-
sure to only such person or persons “reasonably able to prevent 
or lessen the threat” or to law enforcement to identify or ap-
prehend an individual.
4. National Security. Disclosures of PHI may be made for 
certain specialized government functions, in particular, intel-
ligence, counter-intelligence and national security activities 
authorized by the NSA, as well as protection of the President 
and other authorized persons.
5. Facility Directories, Notice to Caregivers and Others. Pro-
viders may disclose PHI through facility directories and for no-
tification purposes. PHI may be disclosed to individuals respon-
sible for the care of the patient to the extent of such individual’s 
involvement in the patient’s care or payment of the patient’s care. 
This includes family, friends, guardians, and other individuals that 
may be identified. PHI may also be disclosed to notify or assist 
in notifying family, friends and other individuals of the patient’s 
general location, condition or death. Furthermore, disaster relief 
purposes are specifically carved out and made permissible in 
order for the provider to assist with and coordinate disaster 
relief efforts for notification purposes as described above. Dis-
closures may be made to a public or private entity authorized by 
law or its charter to assist with disaster relief. Finally, a provider 
may include a patient’s name, location and general condition on 
its facility directory so that people may inquire about the patient 
by name. For all of these disclosures, the individual must be pro-
vided with the opportunity to object, if practicable.
6. Disclosures to Business Associates. Finally, in general, 
business associates of a covered entity may use and disclose 
PHI in connection with the performance of services or func-
tions for or on behalf of the covered entity subject to the terms 
and conditions of a HIPAA Business Associate Agreement. 
However, in disasters and other emergencies, certain disclo-
sures of PHI may not within the permissible uses/disclosures 
set forth in the HIPAA BAA. As such, OCR released guidance 
that permits the HIPAA BAA to be amended to allow for such 
disclosures in response to the disaster or emergency situation.

The President and Secretary of HHS have the authority to 
waive additional HIPAA requirements in an emergency. On 
October 30, 2012, President Obama declared that a major 
disaster existed in New York and New Jersey as a result of Hur-
ricane Sandy, retroactive to October 27, 2012. Likewise, the 
Secretary of HHS declared a public health emergency and au-

thorized waivers under Section 1135 of the Social Security Act 
for New York and New Jersey, also retroactive to October 27.  

Many states have their own laws governing emergency pre-
paredness and disaster relief, although laws may not specifi-
cally address how information may be shared.  In such cases, 
state laws governing confidentiality of health information in 
general, such as disclosures made by a hospital or physician, 
will affect how information can be shared in an emergency.  

For example, health care providers in New Jersey are gov-
erned by licensing and other regulations that affect how patient 
health and other information may be disclosed without autho-
rization. Depending on the applicable law, disclosure may not 
be permitted in general for treatment and other HIPAA permis-
sible purposes without the patient’s approval, consent or written 
authorization, even in the context of a natural disaster or other 
emergency. Therefore, unless permitted or otherwise required by 
law, disclosure will require some form of patient approval. 

For physicians and other providers governed by the NJ Board 
of Medical Examiners, information may be exchanged with other 
licensed health care providers for treatment purposes. Likewise, 
physicians must disclose patient information where required by 
law, such as public health reporting.  Hospitals, however, may 
not generally disclose patient information for treatment purpos-
es to third parties outside the facility without the patient’s ap-
proval. They may disclose information, however, where transfer-
ring a patient to another facility or where the facility to which a 
patient was transferred requires the information, where required 
by law, and as required by the NJ Department of Health.

The State’s Emergency Operations Plan, Emergency Sup-
port Function #8, Health and Emergency Medical Annex, in 
part states that the New Jersey Emergency Support Function 
(NJESF) #8 will not disclose patient medical information due 
to state confidentiality laws. However, it will provide appro-
priate information to the Red Cross for access by the public. 
In addition, it must be officially activated by the State Office 
of Emergency Management. 

While it does not specifically permit information sharing 
for treatment and coordination of care purposes, NJESF 8 
states, “Health and medical information is exchanged through 
the local, county and State EOC's and liaison occurs at these 
facilities. The NJDHSS and the local health departments pro-
vide for health surveillance in the affected area.” At the very 
least then, information may be exchanged among and flow 
through local, county and other designated health depart-
ments and emergency operations individuals. Furthermore, 
where otherwise required by the Department of Health, infor-
mation may also be disclosed. 

The New Jersey Civil Defense and Disaster Control Act, 
P.L.1942, c.251 (C.App.A:9-33 et seq.), requires any infor-
mation disclosed to the Governor (or his or her designees) as 
reasonably necessary to carry out the powers granted to him 
by the Act. Furthermore, the Governor may make any order, 
 continued on page 37
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by Joseph Berardo, Jr. & The Hon. Thomas Considine Joseph Berardo, Jr.

An Employer’s Cost-Effective 
Affordable Care Act Option:
The Self-Insured Health 
Benefits Plan

Thomas B. Considine

The constitutional doubt surrounding the validity of the 
Affordable Care Act (ACA) has, for the most part, been re-
solved by the June 2012 decision of the Supreme Court up-
holding the majority of the healthcare law. The ruling, how-
ever, did nothing to alter the extensive employer obligations 
and deadlines coming due in the next 14 months. As a result 
of the ACA, many experts have concluded that we will see 
more uninsured individuals in response to the administrative 
and financial demands placed on employers.

The reason for this dynamic is because employers, particu-
larly in medium to small businesses, will find market exit and 
penalty payment more economical than compliance, while their 
employees will find they cannot afford the exchanges.  Self-in-
sured healthcare provides a viable option against this paradigm. 

Prior to the court decision, practicality had dictated a mea-
sured response to implementation by employers in the face of 
the significant constitutional challenges to the ACA. While 
the litigation wound through the courts, most employers 
advisedly awaited the outcome. Conversely, federal agencies 
charged with enforcing the ACA proceeded to establish its var-
ious enforcement mechanisms perhaps to make the healthcare 
law seem inevitable. The June decision thrust employers into a 
position where they must now focus on the extensive work re-
quired to avoid penalties and meet the approaching deadlines.  

In order to meet the burdensome and pressing requirements, 
employers need to be aware of the ACA’s key compliance dates 
and statutory obligations. Also, employers should learn more 
about self-insurance, a cost-effective alternative to the traditional, 
fully insured health plan approach. Traditional health insurance 
has played a key role in putting the US healthcare system into its 
current state of crisis. Noted commentators are predicting that in-
surance rates will continue to climb as a direct result of the ACA.

Approaching Compliance Obligations and Effective Dates
Summary of Benefits and Coverage

Perhaps the most immediate concern is the ACA’s directive 
that sponsors of group health plans provide employees with a 
uniform Summary of Benefits and Coverage (SBC). Drafting 

a compliant SBC is a daunting 
task. The SBC must include a 
description of coverage, uniform 
definitions of standard insurance 
and medical terms, cost-sharing 
requirements, coverage excep-
tions, reductions or limitations, 
renewability, continuation of 
coverage provisions, coverage 
scenarios, contact information 
for questions and information 
for obtaining a list of network 
providers. The print layout of 
the SBC must exceed 12-point 
font on four double-sided pages. The SBC must be presented 
in a “culturally and linguistically appropriate manner” and uti-
lize terminology understandable by the average plan enrollee.  

For plans with open enrollment periods, this requirement is 
effective on the first day of the first open enrollment period that 
began on or after September 23, 2012.  Plans without open en-
rollment periods must meet the SBC requirements by the first 
day of the first plan year that begins on or after September 23, 
2012 (January 1, 2013, for calendar-year plans).  Significant 
penalties may be imposed for failure to provide a compliant 
SBC: a $100 per day penalty for each failure (per each enrollee 
who does not receive a compliant SBC in the time required) 
and an additional $1,000 for any failure the Secretary of Health 
and Human Services (HHS) determines is willful.  

Reporting the Cost or “Value” of Employer Provided 
Health Coverage

Commencing January 1, 2013, employers must report the 
cost or “value” of employer provided healthcare coverage. Be-
ginning with 2012 W-2 forms (required for calendar year 2012 
given to employees by the end of January 2013), employers 
must report the aggregate cost of all applicable employer-pro-
vided coverage. IRS Notice 2012-9 provides 23 pages of guid-
ance. This supplements a previous 19 pages of guidance on this 
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topic issued in IRS Notice 2011-28. The IRS Notices provide 
a series of fact-specific applications and some exceptions to the 
reporting requirement. The Notices also include instructions 
for calculating the cost of the coverage.  Employers should be 
taking the steps needed to conform to this provision of the ACA 
within the time required to avoid penalties for non-compliance.

New Limitation of Flexible Spending Accounts
The ACA has reduced maximum employee contributions 

to Flexible Spending Accounts (FSA) from $5,000 to $2,500.  
Employers sponsoring an FSA benefit on a calendar year basis 
must meet this new requirement by January 1, 2013.  Certain 
non-calendar year based plans that begin before 2013 have a 
later effective date. The IRS has issued Bulletin 2012-26 and 
Notice 2012-40 outlining deadlines and other requirements.  
Granting a small degree of slack, the ACA provides that any 
plan amendments required to establish the $2,500 cap may be 
made retroactively before the end of 2014.

Withholding and Reporting Increased Taxes for Highly 
Compensated Employees

The ACA increases Medicare taxes for “highly compen-
sated” employees. Wages, defined to include non-cash fringe 
benefits, in excess of $200,000 will be subject to an additional 
0.9 percent tax (an increase from 1.45 percent to 2.35 percent) 
per year for taxable years commencing on or after January 1, 
2013.  Employers are required under the ACA and the IRS 
regulations to identify the point at which an employee meets 
the reporting threshold, withhold the higher tax and comply 
with the new reporting requirements.  

The IRS Form 941, Employer’s Quarterly Federal Tax Re-
turn and the W-2 will each have to set forth the amounts with-
held.  Again, this additional 0.9 percent tax is not a first-dollar 
tax, but imposed on amounts above $200,000. 

Notification to Employees of Health Exchange
Another rapidly approaching deadline with a dearth of 

federal guidance is the obligation to provide employees with 
written notice no later than March 1, 2013, about the health 
insurance exchanges in their state.  The notice is mandated to 
include information about how the exchanges operate and the 
circumstances under which an employee may obtain coverage 
through the exchange.  The notice must have information on 
the eligibility for tax credits and the possible loss of the em-
ployer’s contribution toward coverage if an employee elects to 
obtain health insurance from the exchange.    

Unfortunately, a significant number of states have yet to either 
form or even decide whether to form an exchange. States now 
have until December 14, 2012 to notify HHS as to the intent 
to operate an exchange. The deadline for a state to opt for a 
state-federal partnership exchange is February 15, 2013.  Failure 

to make either of the aforementioned notifications to HHS will 
result in the state losing its option to have its own exchange or 
to partner with the federal government to provide an exchange. 
If a state declines to or fails to establish an exchange, that state’s 
exchange will be run by the federal government. New York has 
elected to establish a state run exchange. On December 6, 2012,  
Governor Christie vetoed the most recent move by the New 
Jersey legislature to establish a state based exchange. 

The lack of current guidance from the federal government 
and the lack of determinations by the individual states obstruct 
meaningful and timely employer compliance with this aspect 
of healthcare reform. Contrary to the intent of the ACA, be-
cause of continued rising costs, the burden of compliance, and 
the myth that the exchanges will solve the country’s problems, 
it is estimated that a large number of employers with less than 
50 employees may stop providing health coverage and do so 
without penalty under an exception provided by the ACA.

Play or Pay Mandate
The ACA’s most significant impact on employers is the 

“play or pay” mandate. It becomes effective January 1, 2014.  
As of that date, employers with more than 50 employees will 
face substantial penalties if health coverage is not offered to 
full-time employees or the coverage offered is “unaffordable” 
or “not comprehensive.” Where an employer with more than  
50 employees does not offer any health benefits, the employer 
faces potential penalties of $2,000 per employee (with an 
exemption for the first 30 employees). If coverage is offered 
by the employer but is determined not to meet ACA require-
ments of “affordability” and “mininum value”, the statutory 
penalty is $3,000 per employee receiving a subsidy for cover-
age obtained through an exchange.  

There are various components of the play or pay employer 
mandate. An employer subject to play or pay should begin its 
analysis as soon as possible. Ramifications, including cost and  
employee retention, determining whether to keep, add or 
eliminate employer-sponsored group health coverage in light 
of this provision of the ACA, must be scrutinized. By way of 
example, a penalty of $100,000 (80 employees less the excep-
tion for the first 30 = 50 x $2,000) may be far less expen-
sive then providing healthcare coverage to 80 employees. This 
situation will result in a financial disincentive to offer employer- 
sponsored health coverage.

Timely Action Recommended
Employers should be working with their legal, HR and 

accounting teams in a coordinated fashion to meet the rapidly ap-
proaching deadlines for the distribution of mandated notices to 
employees and the play or pay mandate. Unfortunately, guid-
ance on a number of the ACA’s key compliance matters has not 
 continued on page 36
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been forthcoming from the federal government. Employers are 
currently left in a position to do their best in these situations 
despite the virtually un-navigated waters. Safe harbors have 
been established for some of the requirements, provided the 
employer makes a good faith effort to comply. This situation  
is fluid and requires near constant monitoring of the bulletins, 
FAQ’s and proposed regulations from the three federal agencies 
charged with enforcement of the ACA. 

With the time left to evaluate implementation require-
ments, employers should engage in a detailed cost-benefit 
analysis of available options under the play or pay mandate.  
Employers should determine whether any existing cover-
age provides the minimum essential benefits required by the 
ACA. Once the employer understands the cost and coverage 
of its current plan, and then compares it to the administrative 
burdens and costs needed for compliance, the employer will 
be in a better position to decide what is best for the business 
and how to proceed.

Employers may choose to leave in place an existing health 
plan if it meets the “minimum value” and “affordability” require- 
ments. Alternatively, the company could decide to upgrade its 
existing health plan to meet these requirements under the ACA. 
In most cases this will incur additional costs. As another alterna-
tive, based on the cost-benefit analysis and the projected monies 
to be saved, an employer may decide to stop offering coverage 
and subject itself to the tax penalties set forth in the ACA.

With the play or pay effective date of January 1, 2014, em-
ployers should also evaluate other available options.  It is likely 
that insurers will be marketing new products designed to help 
employers conform to the ACA requirements. Employers who 
are not currently providing health coverage or have provided 
insurance-based health coverage are well advised to explore the 
benefits of self-insured coverage, including the potential cost 
savings and favorable treatment of self-insured plans under the 
ACA when compared to traditional health insurance. 

Advantages of Self-Insuring Under the ACA
Self-insured plans are not specifically subject to a number 

of significant burdens and obligations imposed by the ACA 
on insurance-based plans. The healthcare law did nothing to 
place self-insured health plans under the jurisdiction or au-
thority of the states. On the other hand, insurance-based plans 
must comply with the varying coverage mandates, insurance 
statutes and regulations of the 50 states. Self-insured plans 
continue to be exempt from state mandates and regulation 
by virtue of the Employee Retirement Income Security Act’s 
(ERISA) preemption of state action in connection with self-
insured health and welfare benefit plans. For the most part, 
self-insured plans are not subject to litigation in state courts or 
the appeal and complaint procedures of the insurance depart-
ments of each of the states.

Following are some of the key provisions of the ACA im-
posing obligations on insurance-based plans that are not ap-
plicable to self-insured plans. It should be noted that other 
pre-ACA federal laws, including ERISA, the Internal Revenue 
Code and the 1996 federal Health Insurance Portability and 
Accountability Act (HIPAA), along with related regulations, 
still generally apply. For the most part, nothing in the ACA 
limits obligations established under those laws.

Essential Health Benefits Requirements 
Self-insured plans are not required to provide the 10 man-

dated benefits set forth in Section 1302 of the healthcare law.  
Despite this, the majority of health plans will likely cover these 
benefits as part of basic coverage. Also, under other provisions 
of the ACA, self-insured plans will have to maintain certain 
levels of coverage in order to meet the threshold of a “quali-
fied” health plan. The key advantage here is the flexibility it 
provides to self-insured plans in plan design.  

Comprehensive Coverage for Health Benefits Package
Insurance-based plans will be required to provide essen-

tial health benefits as defined by the Secretary of HHS, and 
provide either a “bronze, silver, gold, or platinum level of 
coverage” as defined in the ACA and established via the state 
exchanges. Self-insured plans are not included in this section 
of the ACA. HHS will develop an alternate means of deter-
mining benchmarks for measuring the benefits and values in 
self-insured plans based on information collected from self-
insured plans. This aspect also provides greater flexibility to 
employers providing coverage via a self-insured plan.

Ensuring that Consumers Get Value for Their Dollars
This provision authorizes the Secretary of HHS and state 

insurance departments to investigate the reasonability of premi-
ums of insurance-based plans. The statute does not empower the 
Secretary to investigate the value or reasonableness of the level of 
contribution required for self-insured plans. As state insurance 
commissioners have no jurisdiction over such plans, self-insured 
plans do not have to bear the costs and administrative burdens 
attendant to investigations and scrutiny by regulatory agencies.

Conclusion
Self-insured health plans offer employers less complex ad-

ministration and greater flexibility in plan design which can 
often result in cost savings to the employer. They are not sub-
ject to state regulation and coverage mandates. Additionally, 
significant provisions of the ACA that impose burdens and ob-
ligations on insurance-based plans do not apply to self-insured 
plans. These advantages of self-insured plans are available to 
employers both large and small. Employers engaged in the 
recommended cost-benefit analysis triggered by the January 

continued from page 35
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continued from page 33

1, 2014, effective date of the play or pay mandate would be 
remiss if they did not give the practical and economic advan-
tages of self-insured health plans due consideration.

Employers have significant work to do in the coming 
months in order to address the upcoming deadlines for compli-
ance under the ACA. It was prudent to await the decision of the 
Supreme Court before committing time and money into the re-
quired analysis and steps for compliance. But the time has come 
for employers to identify their best options, develop a plan, and 
take the steps necessary to either comply with the ACA or “pay” 
for not “playing.” Self-insured health plans are an essential ele-
ment of this analysis and offer a solution to a large number of 
employers seeking to comply with the ACA, continue offering 
employee healthcare coverage and keep costs down.

Disclaimer: This article is intended solely to provide general in-
formation and does not constitute legal advice. No action should 

be taken based on any information herein without first consulting 
legal counsel.

About the Authors
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rule or regulation governing medical corps, rescue squads, 
and other forces performing functions or duties in connection 
with emergency management. However, it does not authorize 
specifically the disclosure of information for disaster relief ef-
forts to and among public health and other entities, or third 
parties conducting disaster relief activities. 

The New Jersey Emergency Health Powers Act, N.J.S.A. 
26:13-1 et seq., addresses public health emergencies and the 
scope of power granted to the Department of Health, requires 
providers to report to the Department of Health and any local 
health official any persons who are suspected of or have any 
illness or health condition reasonably believed to be potential 
causes of a public health emergency. Disclosure of any infor-
mation held by the Commissioner of Health is for very lim-
ited purposes unless the individual consents in writing to the 
disclosure, such as to local health departments for epidemio-
logical investigation or containment countermeasures, to law 
enforcement agencies, and to determine death, among others. 
However, the Emergency Health Powers Act only addresses 
public health emergencies, and not natural disasters and other 
forms of emergencies which may require disclosure of patient 
information. 

It is unfortunate that it often takes a disaster to remind 
us how vulnerable the healthcare industry can be. Many 
thanks to those who put their lives at risk and spent countless 
hours helping those in need during this difficult time after 
Superstorm Sandy. With a refocused effort on disaster mode 
planning and the promise that HIEs bring to help support 
healthcare organizations critical functions in the future, we are 
optimistic and thankful to all the people working tirelessly for 
a better future. 

This article was originally published on the Legal Health 
Information Exchange, www.legalhie.com   
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by Jeni Williams

Moving from CFO to COO
Making the move to COO or to a new leadership position 
for health systems—chief administrative officer—is a 
career step that is becoming increasingly attractive to 
many healthcare CFOs.

The shift toward value-based business models and the 
emergence of new ways for measuring success in health care 
have put tremendous pressure on hospital and health system 
leaders. For many finance professionals, this increased pressure 
is prompting greater interest in new leadership opportunities. 
Some are looking outside of the CFO role and challenging 
themselves to apply their unique skill sets as healthcare COOs 
or in an emerging leadership role for health care–that of chief 
administrative officer (CAO).

“More and more, CFOs are seeing these roles as oppor-
tunities to apply the understanding they’ve gained related to 
strategic planning and thinking, performance improvement, 
and development into action-oriented leadership for their or-
ganizations,” says Todd Nelson, technical director for HFMA.

COOs ensure that the day-to-day business operations of a  
hospital or health system run smoothly. These leaders work closely 
with the CEO and may oversee ancillary departments, facili-
ties management and construction, development of new service 
lines, and more. They are actively involved in strategic planning 
for their organizations. In a multifacility health system, CAOs 
often are the top leader at a single facility. They may also oversee 
departments or services across the health system, such as supply 
chain services, support services, and facilities maintenance.

CFOs bring many important skills to these positions, in-
cluding the following.

Strategic planning/thinking. The CFO understands–and 
more important, participates in and leads–broad-based long- 
and short-range planning that matches the organization’s vision 
and mission.

Collaborative development. The CFO is charged with devel-
oping, recruiting, and leading a team of diverse individuals or 
departments in accomplishing strategic objectives.

Public speaking and organizational development. Working 
with potential stakeholders (e.g., donors, board, employers, 
and the public), the CFO is a key spokesperson for the or-
ganization, advocating for its mission and vision to meet its 
obligations and attain the resources it requires.

Performance and operational improvement. The CFO must un-

derstand the operational, clinical, and financial aspects of perfor-
mance improvement and then balance the organization’s human, 
financial, and operational capital needs to ensure success.

What does it take for a healthcare finance professional to 
lead his or her organization as COO or CAO? Here, three who 
made the transition share their stories.

Answering the Call
“The analytical skills I gained as a CFO–being able to trace 

activities through to the numbers and to see the line of sight in 
financial reports that shows how operations get translated into 
financial results–are probably among the strongest competen-
cies I’ve brought to the COO role,” says Peter DeAngelis, Jr., 
FHFMA, CPA, executive vice president and COO for Catholic 
Health East, Newtown Square, Penn.

DeAngelis took on his current role in May 2010. Previ-
ously, he had served as a hospital and health system CFO since 
1990–first in a small-child and adolescent psychiatric hospital, 
then at a community hospital, then for an academic health 
system–before taking on the position of CFO for Catholic 
Health East, a large, faith-based system, in 2003.

“I’d felt for a number of years that I was being called person-
ally and professionally to something beyond the CFO role,” 
says DeAngelis. “But I didn’t know exactly how I might get 
there or when I would have the opportunity to make the move.”

Then in 2010, the CEO for Catholic Health East an-
nounced his plans to retire. “When I joined Catholic Health 
East, one of the aspirations I shared with the CEO was that 
I would be interested in a position beyond the role of CFO 
in the future,” DeAngelis says. “Seven years later, our finance 
team had accomplished much of what we had originally set 
out to achieve and had been asked to accomplish, and our 
team had cultivated a deeper level of talent. From a timing 
perspective, it was a good opportunity to consider a change in 
my role at the health system. Most important, our new CEO 
thought I was ready for the opportunity to contribute my 
skills in new ways as COO as part of the newly constructed 
senior team, and asked me to consider the role. The timing 
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felt right for me to accept this new opportunity to serve my 
organization’s mission.”

As COO, DeAngelis provides leadership, direction, and 
support to the health system’s regional entities and coordinates 
resources across the health system, which comprises facilities 
in 11 eastern states from Maine to Florida. He also is actively 
involved in strategies related to enhancing patient care man-
agement, satisfaction, and overall value.

He’s found that the role of COO can vary by hospital or 
health system. “In some organizations, the role of COO has a 
highly operational focus, and in other organizations, it’s highly 
strategic,” DeAngelis says. “It really depends on the organi-
zation and the CEO’s determination of what that role is de-
signed to fulfill. For me, it’s the right combination of involve-
ment with strategy, patient care management, and operations.

DeAngelis notes that there is no absolute job description for 
the COO role. “I was talking to one COO who had researched 
articles on what it takes to be a CFO, and there were many, but 
when he tried to find articles on becoming a COO, there were 
very few,” he says. “Some healthcare organizations do without 
this role because of the way in which their teams are constructed.”

Because of the broad range of responsibilities that his role 
as COO covers, as well as the relatively short time he has spent 
in his new role (two years), DeAngelis finds that he is always 
learning. The experience he gained as a CFO has helped him 
make the transition.

“Understanding where the opportunities and challenges lie 
is more difficult without that financial line of sight,” he says. 
“The skills I developed around change management, process 
improvement, and team building as a CFO are without ques-
tion even more important to the role of COO.”

Embracing the Opportunity for Growth
The opportunity to increase her knowledge of the business 

of health care strongly appealed to Stella Visaggio, FHFMA, 
CPA, when her hospital’s COO–who was being promoted to 
CEO–offered her the position of COO.

“I thought, ‘Wow, this is a great way to constantly be 
learning,’” says Visaggio, who assumed the role of COO for 
Hackettstown Regional Medical Center, Hackettstown, N.J., 
in July 2011. “I also knew that not many people had been for-
tunate enough to be given this opportunity. I had been in the 
CFO position for 13 years, so I had substantial experience on 
the financial side of health care and in healthcare administra-
tion. I love to learn new things and new roles, so this was an 
excellent opportunity for me.”

As COO, Visaggio works with a variety of departments, 
from ancillary and clinical departments to maintenance, en-
vironmental services, and dietary. The role requires a change 
in perspective from that of a CFO. “As a CFO, you’re more 
reactive versus proactive,” she says. “Much of what you do in-
volves responding to the data. The financial burden of what’s 

happening at the hospital is really on your shoulders. When 
you’re involved in leadership at the executive level, you’re in-
volved in strategic planning and are more proactive in looking 
at processes, working with managers, mentoring managers, 
and identifying opportunities for improvement.

Visaggio also says being COO makes her much more visible 
in her organization. “I work one-on-one with managers, and I 
have many more managers and directors who report to me,” 
she says. “I’m constantly learning from them about the clini-
cal aspects of health care and the regulatory issues we need to 
comply with, and they’re learning from me about how to look 
at things strategically and from a business plan standpoint.”

One thing that surprised her about being a COO? The 
amount of patience required. “Process improvement takes time,” 
Visaggio says. “I also wish that I had a stronger background in 
the human resources aspects of management, given that I have 
the second-largest number of employees and managers and di-
rectors reporting to me in our organization. And I wish I had 
a little more knowledge of the clinical side of health care–say, 
knowledge of anatomy or physiology. I understand that I can 
rely on my directors and managers to have that knowledge, but 
it would be good to have a basic education in clinical care to 
appreciate the clinical aspects of health care even more.

“There are so many opportunities where you can facilitate 
improvements that make a difference for your organization 
and the communities you serve,” Visaggio says. “That’s part 
of what I love most about being a COO: the opportunities to 
make a difference.”

Making a Difference
For Ron Bunnell, executive vice president and CAO for 

Phoenix-based Banner Health, the opportunity to draw upon 
his CFO experience as CAO for Banner Health–a position 
that requires “big-picture thinking and strategic execution”–
was the perfect way to help guide his organization through the 
challenges that lie ahead for the industry.

“It’s really about being able to make a difference in peo-
ple’s lives and having an impact on an organization that is ap-
proaching health care in an innovative way,” Bunnell says. “I 
very much enjoy not just being part of finance, but also devel-
oping the strategic initiatives that will enable us to be success-
ful in the long term.”

As CAO, Bunnell oversees all support services functions for 
Banner Health as well as nonclinical operations. These areas 
include finance, materials management, strategy and planning, 
development and construction, human resources, IT, market- 
ing, and public relations. Bunnell also has responsibility for 
Banner Medical Group, Banner Health’s health network, the 
health system’s surgery centers and home care functions, and 
the laboratory company for the health system.

“The primary difference between my role as CAO and the 
 continued on page 40
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responsibilities I held as CFO is the strategic focus required–
looking at ways that our support services can help drive im-
provements in clinical quality and operations,” says Bunnell, 
who has held the position of CAO since March 2006.

The role of CAO at Banner Health was created as a result of 
efforts to focus organizational improvement activities in three 
key areas: operations, quality, and support services. The health 
system comprises 23 hospitals, with support services depart-
ments in every hospital reporting to Bunnell. “Having all support 
services departments report to me ensures that we have common 
approaches to finance, resource management, and planning at 
each of our hospitals,” he says. “This type of structure allows our 
facility CEOs to concentrate more fully on initiatives surround-
ing clinical quality and efficiency of operations.”

Bunnell observes that no one could have prepared him for 
the amount of stress associated with being CAO. “I can remem-
ber being at a board meeting not long after I assumed the role of 
CAO where I had responsibility for reporting on the efforts of 
four separate committees,” he says. “There was so much stress 
in getting ready for that meeting–it was a tremendous amount 
of work. One of the lessons I’ve learned is to delegate and to 
surround myself with great people who are good at the work 
they do, and to give them the opportunity to learn and grow.”

Positioning for the COO or CAO Role
What does it take to become a healthcare COO or CAO? 

Here, industry leaders and experts in leadership offer a num-
ber of strategies to consider.

Develop a vision about the business. An inquisitiveness regard-
ing health system operations as a whole–not just the finance pro-
cesses–is critical to becoming a COO. “If you’re a CFO who 
aspires to the COO role, you have to become a mini-COO along 
the way, by studying processes, not just financial results and ana-
lytics, and by giving the strongest weight to the people side of the 
equation,” DeAngelis says. “Pay attention to leadership through 
living the organization’s core values, and be attentive to the ways 
leadership influences the success of an organization. Be open to 
the intangibles and believe in the possibilities that only collabo-
rating with people can help accomplish; break out of silos. In 
doing so, when you’re given the opportunity to become COO, 
you’ll already be thinking along the lines of a COO.”

Examine how well you manage your emotions and whether 
your interpersonal skills engage and energize others. In the words 
of Carson Dye, senior vice president, Witt/Kiefer, and the au-
thor of Leadership in Healthcare: Essential Values and Skills: 
“Develop a relationship with someone who can offer feedback 
on your interpersonal skills: How are your listening skills? 
How effective are you in developing teams, giving feedback, 
and energizing people? When you come to work, what is it 
about you that engages other people—that empowers them 

and gets them excited? Effective leaders should have the ability 
to create an environment that make people feel motivated.”

Find ways to accelerate innovation in your organization. The 
best advice Visaggio was given before taking on the role of COO 
was simply to listen carefully to the directors and employees she 
oversees, so that she may learn from them. She also is conscien-
tious about putting together a management team with the attri-
butes that will help the hospital grow. “When I look at managers 
who have been here for a while and who may be good in their 
roles, I ask, ‘Are they OK with change? Are they comfortable 
with the direction in which health care is going?’” she says. “It’s 
also important to mentor directors as much as possible and as 
often as possible, to help them understand how to monitor effi-
ciencies and process improvements, how to better manage their 
employees, and how to support business growth.”

If you are the CFO, groom a successor for your position. To be 
an effective CAO, Bunnell knew he’d have to release respon-
sibility for Banner Health’s finance functions to the successor 
CFO, so that he could focus more fully on broader issues for 
the organization. “It was challenging at first, especially because 
when I assumed the role of CAO, I initially was both the CAO 
and the CFO,” Bunnell says. “Within a couple of years, we 
had a new CFO who had grown into the role and assumed 
all of the responsibilities that came with the position. That 
allowed me to put my energies toward the strategic initiatives 
Banner Health is undertaking.”

Find ways to combat the stress of leadership. “Although my 
work is a big part of who I am and is integrated into other ar-
eas of my life, it’s not the only part,” DeAngelis says. “It’s im-
portant to have balance between your work life and personal 
life. I put in no less than 60 hours of work a week in some way, 
shape, or form, which is common among healthcare leaders. I 
relieve the stress of my responsibilities through exercise. I play 
basketball; I try to stay active physically. I find if I don’t work 
out for a week or two, the stress level builds pretty quickly. Just 
as important is the balance of family life with work life. It’s im-
portant to schedule some downtime and be true to that time.” 
Bunnell relieves stress by mountain biking and spending time 
with his five grandsons.

Take a fresh look at issues that are continuing challenges for 
your organization. “We need to continually look at everything 
we’re doing with new eyes, sometimes like we haven’t seen it 
or don’t recognize it,” says HFMA President and CEO Joseph 
J. Fifer, FHFMA, CPA.

About the Author
Jeni Williams is associate managing editor, HFMA’s Westchester, 
Ill., office.

Reprinted with permission from the August 2012 hfm maga-
zine.
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by John J. Dalton, FHFMA

36th Annual Institute Draws 
Over 500 Registrants

The opportunity to garner up to 17 CPEs and to hear 
America’s Mayor, Rudy Giuliani, as Keynote Speaker drew 548 
registrants to the 36th Annual Institute at Atlantic City’s 
Borgata Hotel. Cosponsored by the Metropolitan Philadel-
phia and New Jersey Chapters, the Institute had its first ever 
Wednesday morning start, featuring Department of Human 
Services (DHS) Commissioner Jennifer Velez and Division of 
Medical Assistance and Health Services (DMAHS) Director 
Valerie Harr discussing New Jersey’s recently approved Medi- 
caid Comprehensive Waiver.  

Wednesday evening’s Tricky Tray Fundraiser produced 
$9,100 for the Make-A-Wish Foundation as dozens of lucky 
attendees held winning tickets for a wide variety of prizes in-
cluding iPads, sports tickets, restaurant dinners, and golf four-
somes.  Thursday Evening’s President’s Reception was held at 
the Borgata Pool and drew positive comments from attendees 
who had found the prior venue (Signature Room) noisy and 
cramped. In addition to the general sessions, seven one hour 
breakout sessions offered 26 different courses on specialized 
topics including managed care contracting, financial manage-
ment, healthcare reform and revenue cycle management. The 
Vendor Fair provided attendees with opportunities to evaluate 
a broad range of products and services from 46 exhibitors.  

Wednesday morning, Chapter President John Brault wel-
comed attendees, reviewed the agenda, and thanked Institute 
co-chairs Dan Willis, Erica Waller and Mike Ruiz de Somocur-
cio and their hard working Institute Committee for produc-
ing an outstanding program. He also showed attendees how to 
download the ANI app to their smart phones.  This innova-
tive addition not only guided attendees to education sessions 
and vendor booths, but also included handouts for the break-

out sessions.  Brault then intro-
duced former Chapter President 
John Dalton, who again served 
as Master of Ceremonies. Dalton 
thanked the sponsors and exhibi-
tors for their financial support, without which a program of this 
quality, breadth and depth would not be possible.  He then wel-
comed DHS Commissioner Velez and DMAHS Director Harr 
to the Institute, thanking them for braving the morning’s coastal 
fog to enlighten Chapter members about the recently approved 
Medicaid comprehensive waiver.

New Jersey’s Medicaid Comprehensive Waiver
Of New Jersey’s 8.8 million residents, 1.28 million (14.6%) 

are enrolled in Medicaid and FamilyCare while 1.27 million 
(14.5%) remain uninsured. Among Medicaid enrollees, NJ 
FamilyCare accounts for 71% of recipients, but only 30% of 
expenditures. Aged, blind and disabled (ABD) accounts for 
21% of recipients, but 65% of expenditures. The two remain-
ing categories, general assistance and children’s services, ac-
count for 8% of recipients and 5% of expenditures. The pri-
mary thrust of the Comprehensive Waiver is to enable DHS 
to serve the ABD population in a more cost-effective manner.  
Nursing facilities consume 29% of ABD expenditures; inpa-
tient hospital care accounts for 6% of expenditures.

On October 2, the state received federal approval under Sec-
tion 1115(a) of the Social Security Act for its plan to revamp 
New Jersey’s Medicaid program.  The waiver is effective through 
June 30, 2017. The plan features a significant shift of Medicaid 
enrollees to managed care; including new populations such as 
long term care residents. New Jersey’s overall goal is to provide 

John J. Dalton
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quality long-term services and supports to individuals of all ages 
in the most integrated setting appropriate to their needs. New 
Jersey will build a system that is cost effective and sustainable 
for the future. Of particular interest to hospitals, the plan would 
replace an existing $166 million Medicaid funding pool (the 
Hospital Relief Subsidy Fund) with the new Delivery System 
Reform Incentive Program. This DSRIP funding pool would 
distribute hospital funds based on achievements in care delivery 
and population health improvement.  NJHA, the Council of 
Teaching Hospitals and the Hospital Alliance are part of a state 
steering committee to help shape this new funding pool. 

There is much work to do between now and the end of 
the year, which is the deadline for the state to submit its plan-
ning and funding mechanics and protocols to the Centers for 
Medicare and Medicaid Services (CMS) for review. Those pro-
tocols will serve as the foundation for individual hospital plan 
submissions related to eight pre-established disease categories 
(behavioral health, HIV/AIDS, chemical addiction/substance 
abuse, cardiac care, asthma, diabetes, obesity or pneumonia).

Subsequent to that state submission and approval by CMS, 
hospitals will be asked to submit their individual DSRIP plans 
to the state and CMS for review and approval. The deadline 
for individual hospital plan submission is May 1, 2013. Hos-
pitals will receive their current Hospital Relief Subsidy for 
the remainder of FY 2013. Beginning in FY 2014, hospitals 
that submit a DSRIP plan will receive DSRIP funding that is 
capped at current HRSF levels. Starting in FYs 2015 through 
2017, the funding allocation will convert to a yet-to-be deter-
mined distribution methodology.

For much more detailed information about the Medicaid 
Comprehensive Waiver visit: 
http://www.state.nj.us/humanservices/dmahs/home/waiver.html

Leadership Matters
Current HFMA National 

Chair Ralph Lawson opened 
Thursday’s general session dis-
cussing why “Leadership Mat-
ters.”  Lawson is Executive Vice 
President and Chief Financial 
Officer at Baptist Health South 
Florida in Coral Gables.  In de-
veloping the theme for his year 
as Chair, Lawson was inspired 

by people who found their way under conditions even more 
challenging than ours. Centuries ago, after blazing a trail or 
finding a fruitful hunting or fishing area, the Inuits and other 
peoples of the Arctic wanted to guide others whose survival, 
like their own, depended on traveling safely through cold, un-
forgiving, featureless terrain where it was easy to get lost. So 
they built massive stone structures called inukshuks, which are 

depicted in the theme, to show oth-
ers the way. These massive sculptures 
took a great deal of energy, effort, 
and cooperation to build. Lawson 
asked attendees to think about the 
fundamental concepts of leadership 
embodied in this symbol: “You’re on 
the right trail...This is the way...I care 
enough about others to take the time to 
mark the path.”

I need Ralph’s PowerPoint to add 
a couple of paragraphs on innovation.

In concluding, Lawson stated: “Today, healthcare finance 
leaders have a responsibility to guide others who are searching for 
solutions to the healthcare cost challenge. You have the knowledge, 
passion, and creativity that it takes.  Who better to lead this effort?  
After all, you are in the thick of it, and you understand the issue.  
I realize the challenge can be daunting.  So it’s vital that we share 
the solutions that work–as the Inuits did–and HFMA provides 
the perfect forum for that.  I am honored to serve as HFMA Chair 
at this pivotal time, and I am looking forward to sharing strate-
gies and solutions for success throughout the year ahead.”

The Need for Resolute Leadership in Health Care
America’s Mayor, Rudy Giuliani, whose leadership of New 

York City following the worst attack in America’s history, Sep-
tember 11, 2001, brought the city from chaos to recovery, fol-
lowed Lawson. Widely lauded for his steady hand during chal-
lenging times, he was named “Person of the Year” by TIME 
magazine, and knighted by the Queen of England. Not to be 
outdone, French President Jacques Chirac dubbed him “Rudy 
the Rock.” Former first lady Nancy Reagan presented him 
with the Ronald Reagan Presidential Freedom Award.

Born in Brooklyn in 1944, Mayor Giuliani is a dyed-in-
the-wool New Yorker, a graduate of Manhattan College and 
NYU Law School.  As United States Attorney for the Southern 
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District of New York, he spearheaded successful efforts against 
organized crime, white-collar criminals, drug dealers and cor-
rupt elected officials that resulted in 4,152 convictions with 
only 25 reversals.

Giuliani noted that when he took office in 1993, one of every 
seven New Yorkers was on welfare, crime rates were soaring 
and the city was considered ungovernable. Under his leader-
ship, crime was cut by 56% and the welfare rolls cut by nearly 
60% by the largest and most successful welfare-to-work initia-
tive in the country. The city’s law enforcement strategy has 
become a model for other cities around the world.

Mayor Giuliani is particularly proud of his efforts to im-
prove the New York City’s Health and Hospitals Corporation 
(HHC), the largest municipal healthcare system in the United 
States serving 1.3 million patients annually. It is the safety 
net for more than 475,000 uninsured city residents. With 
annual revenues of $6.7 billion, HHC operates 11 hospitals, 
four nursing homes, six diagnostic and treatment centers, and 
more than 70 community-based primary care sites. When he 
took office, health care spending per capita was 25% higher 
than the rest of the country.  HHC’s culture was one of pro-
viding jobs and job protection. By moving HHC back to its 
core purpose and concentrating on patient care, he was able 
to reduce the workforce by 12,000 yet still increase perfor-
mance. HHC was the 2008 recipient of the National Quality 
Forum Award for Innovation in Patient Safety and Quality.  

Its “HHC in Focus” web site is replete with data on its patient 
safety and infection prevention efforts.

Referring to Obamacare, Giuliani said, “I think it’s a disas-
ter. If Romney gets elected, it will be repealed except for preexisting 
conditions.” Giuliani was especially critical of “the 18 unelected 
commissars who will determine how health care services are ra-
tioned.”  He prefers an approach that would take employers 
out of the health benefits business altogether, instead giving 
employees $10,000 per individual and $20,000 per family in 
tax free income to be used for purchasing health insurance.  
Unused funds in the employee’s Health Savings Account 
(HSA) would continue to accumulate and grow tax free, 
much like a 401(k) or 403(b) plan. There would be built-in 
incentives for wellness, much like the safe driver discounts in 
auto insurance. With respect to medical malpractice, Giuliani 
was clear: “We 
must do tort 
reform. There 
have to be lim-
its on awards.”

During a  
lively question 
and answer ses-
sion, Giuliani 
conceded that 
employers like 
Mc Do n a l d ’s 
and Target 
would not be 
able to fund employees at the $10K/20K level. Although he op-
poses the individual mandate, he acknowledged that the chal-
lenge of having young adults purchase health insurance is quite 
different from auto insurance, where the right to drive a car 
carries with it the responsibility to acquire insurance coverage. 
Since young drivers tend to be more accident prone, the need 
for them to be part of a risk pool is clearer. Stating “I never 
went to a doctor until I was 55,” he acknowledged that it is a 
lot tougher selling a young adult on the voluntarily purchasing 
health insurance as part of a risk pool knowing that peak usage 
of benefits was most likely to occur later in life.

Accountable Care: Battleground or Utopia?
In the Institute’s most thought provoking and content laden 

presentation, successful serial entrepreneur Mike Long described 
his continuing journey to “bend the cost curve” in healthcare. 
Long has led teams that built Continuum, a multi-billion dol-
lar leader in insurance software; Healtheon/WebMD, the larg-
est consumer health information and transaction clearinghouse; 
and now Essence Group Holding Corporation and Lumeris. 
Essence operates healthcare’s most effective virtual integrated 
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healthcare delivery system (v-IDN) for accountable care, while 
Lumeris delivers technologies, methodologies and learnings to 
hospitals, payers and physicians committed to delivering high-
quality, low cost, high-satisfaction accountable care services.  

Stating that “Technology is an enabler, not a solution,” Long 
suggested that attendees develop a better understanding of the 
roles of disruptive innovation and behavioral economics in 
health care delivery. With health care expenditures rising from 

$1.2 trillion in 1999 to $2.6 trillion today, cost growth at this 
rate cannot be tolerated. Essence/Lumeris’ purpose is to slow 
cost growth while simultaneously improving clinical outcomes 
and patient satisfaction.

Referencing September’s landmark Institute of Medicine 
report identifying $750 billion in annual waste annually, Long 
noted that waste amounts to $200 per month for each Ameri-
can. With 10% of the population consuming 60% of health-
care spending, more robust systems for managing delivery are 
needed, including the appropriate use of physician extenders.  

Organizational Leadership in a Time of Reform
Moderated by Past National Chair Greg Adams, a panel 

of provider and payor CEOs furnished their perspectives on 
the challenges and opportunities facing organizational lead-
ers as healthcare reform is implemented. Provider CEOs 
(Doug Duchak, Englewood; Amy Mansue, Children’s Spe-
cialized; Barry Rabner, Princeton) and payor CEOs (Michael 
McGuire, United Healthcare of New Jersey; Joseph Berardo, 
MagnaCare; Judith Roman, AmeriHealth NJ) echoed HF-
MA’s theme that “Leadership Matters” as they discussed the 
opportunities for and barriers to more collaborative relation-
ships. All agreed that financial alignment with physicians is 
essential to success in providing coordinated high-quality care 
as value replaces volume as the key metric driving revenue.

Looking further ahead to the need to better manage the 
health of an assigned patient population, provider CEOs were 
unanimous in their belief that hospitals are not in a position 
to take on the risk of accepting capitated rates for so doing.  
New Jersey’s hospitals and health systems have neither the core 
competency, the robust balance sheets, nor the data manage-
ment systems to assume the risks that are second nature to 
insurance carriers. 

 A Fabulous Friday Finish
Four-time Emmy award winning broadcaster Steve Adu-

bato led off Friday morning challenging attendees to make the 
connections needed to lead change in challenging times. In 
his third appearance at these institutes, Dr. Adubato involved 
audience members in identifying any of the key attributes 
needed to succeed in an era of uncertainty and rapid change.  
Named by New Jersey Monthly magazine as one of the top 
five most powerful media figures in the state, Adubato writes a 
weekly column focusing on communication and leadership in 
the Sunday Star-Ledger.  

Assembly Minority Leader Lou Greenwald provided com-
pelling insights into his fight for New Jersey’s middle class 
families.  Greenwald comes from a long history of public ser-
vice. In 1977, his mother was elected the first female mayor 
of Cherry Hill and went on to serve as Camden County’s first 
female Freeholder, rising to become New Jersey’s first woman 
Freeholder Director. A staunch public health advocate, he au-
thored provisions to educate 
the public about the dangers 
of meningitis and fought to 
preserve charity care funding 
for New Jersey’s hospitals. 
Greenwald was a critical ad-
vocate in bringing a branch 
of the Cancer Institute of 
New Jersey to South Jersey, 
ensuring South Jersey cancer 
patients would not have to 
cross the Delaware just to get 
the treatment they needed.  
He has also been recognized 
as a leading advocate for the developmentally disabled, pre-
serving funding and pushing for better care for one of New 
Jersey’s most vulnerable populations.

During an extensive question and answer period, he dem-
onstrated a keen grasp of the issues facing New Jersey’s health-
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care providers and his openness to discussing alternatives and 
options.

The Institute concluded with a tutorial from three experts 
in public advocacy: Scott Bishop, Senior Vice President, State 
Legislative Services, the Hospital & Health system Associa-
tion of Pennsylvania; Cara Henley, Manager, Insurance & 
Managed Care Healthcare Association of New York State; and 
Frank Blee, Director, Senior Services, Atlanticare. Underscor-
ing the need to be very focused in meeting with legislators, all 
three emphasized the importance of clarity and conciseness in 
such meetings.  Three key takeaways:

Meet legislators in their district offices and be open to com-
promise;

It is far easier to change regulations than to pass laws; and
What’s the ask? Clearly define it in advance.
Once again, the Annual Institute provided exceptional net-

working opportunities, a jam-packed educational program, 
and a basis for optimism as providers face the challenges ahead.  

About the Author
John J. Dalton, FHFMA, is Senior Advisor at Besler Con-
sulting in Princeton, NJ. A former Chapter President and 
National Board member, Mr. Dalton was HFMA’s 2001 
Morgan Award winner for lifetime achievement in health-
care financial management. From 1974-77 he served as 
Project Manager for design and implementation of New 
Jersey’s first hospital rate setting and cost reporting system 
(SHARE) and the conceptual design of the all-payor DRG 
system that became the model for Medicare’s Inpatient Pro-
spective Payment System. In 1985, he served on an Ameri-
can team assessing health care delivery in the Kingdom of 
Saudi Arabia. As part of an HFMA delegation to Russia in 
2009, he spoke on “U.S. Health Quality Indicators” at the 
National Research Institute of Public Health of the Russian 
Academy of Medical Sciences in Moscow. Now retired, he 
remains involved in healthcare as Treasurer of the St. Jo-
seph’s Healthcare System and as Honorary Trustee at Chil-
dren’s Specialized Hospital.

STOP! 

Don’t Increase CDM Charges Across-the-Board.

Register for a free on-demand demonstration at  
panaceahealthsolutions.com.

•	 Increase net revenue	beyond	
that	achieved	under	traditional	
across-the-board	increases	
while	ensuring	prices	remain	
rational	and	defensible.

•	 Facilitate re-alignment or  
re-establishment	of	CDM	prices	
based	on	unit	cost,	customized	
market	data,	fee	schedules,	
APC	rates	and	unique	contract	
terms.

•	Run unlimited what-if scenarios	
and	reports	in	seconds.

•	 Perform charge setting	during	
the	annual	budget	process	and	
for	interim	look-back	scenarios	
to	ensure	initial	expectations	
are	met.

•	Benefit from expert financial 
consulting	support	at	no	
additional	cost.

•	 Access a 5,000 hospital 
database	to	derive	custom	
ancillary	and	room	and	board	
department	charge	and	cost	
benchmarks.

Hospitals	nationwide	instead	choose	cloud-based		
Hospital	Zero-Base	Pricing®	to:

continued from page 45
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ParenteBeard.com  |  732.388.5210  |  856.330.8100© ParenteBeard LLC

Healthcare is a complex industry – a balancing act 
of meeting patient demands while managing costs. 
When you work with ParenteBeard, that balancing 
act becomes a little easier. By understanding all 
of your short and long term goals we can identify 
success factors that will both meet your needs and 
set you apart from the competition.

That’s confidence 
through clarity.

They had the right mix of industry 
knowledge and client service to 
keep us ahead of the curve and get 
the focus back on our patients.

See what we can do for you.
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Advertiser Focus
Please consider supporting our sponsoring companies

Since 1986, BESLER Consulting has been assisting 
healthcare providers in enhancing revenue, gaining 
operational efficiencies and achieving compliance. 
BESLER Consulting clients benefit from a team of 
highly experienced, dedicated professionals. They bring 
to each engagement in-depth knowledge in a wide range of financial, operational 
and compliance issues. Telephone 1.877.4BESLER • Web site Beslerconsulting.com

Established in 1973, McBee Associates, Inc., one 
 of the nation’s largest, independent health care con- 
 sulting practices, provides managerial and financial 
 consulting services to health care organizations. The 
 firm’s consultants maintain an extensive array of 
financial and managerial expertise, enabling them to resolve any financial chal-
lenge that faces a health care provider today. Visit: www.mcbeeassociates.com

For over twenty-five years, CBIZ KA Consulting Services has 
provided customized financial solutions to healthcare providers. 
Our staff blends industry knowledge and practical experience to 
provide services in the fields of reimbursement optimization, 
Medicare and Medicaid recovery, managed care, decision support, 
benchmarking and clinical resource management. For informa-
tion, visit www.kaconsults.com.

ParenteBeard is the Mid Atlantic’s leading 
regional certified public accounting and con-
sulting firm with over 1,200 employees serv-
ing middle market and small business clients 

across the region. The 170 partner firm has 24 offices located in Pennsylvania, 
New Jersey, New York, Maryland, Delaware and Texas. The firm is ranked among 
the Top 20 firms in the USA and is an independent member of Baker Tilly Inter-
national. For more information, please visit ParenteBeard at www.parentebeard.
com.

Founded in 1974, WS+B is one of the largest region- 
al accounting and consulting firms in the mid-
Atlantic area with office locations in New Jersey, 
New York, Pennsylvania and Maryland. With over 
375 employees, the firm ranks among the top 35 

CPA firms nationwide. WS+B services hundreds of health care providers in the 
areas of accounting & auditing, consulting, tax, corporate governance and risk 
management. Contact Scott Mariani at smariani@withum.com or 973.898.9494.  
www.withum.com

Ranked among the 200 largest law firms in the 
country, Fox Rothschild is a full-service firm that 
provides a complete range of legal services to 
public and private business entities, charitable, 
medical and educational institutions and indi-
viduals. The firm has three locations in New Jersey and offices across the country 
in New York, Pennsylvania, Delaware, Washington, DC, Florida, California, Nevada 
and Colorado. www.foxrothschild.com  

Panacea Healthcare Solutions, Inc. has pro-
vided coding, compliance, reimbursement and 
revenue solutions infused with intelligence 

and delivered through our consulting, software, publications and webcasts to 
more than 4,000 U.S. providers in the past year. Each one is rooted in Panacea’s 
extensive frontline experience in healthcare finance, coding and compliance.
 
For more information, visit www.PanaceaHealthSolutions.com or Contact Mike 
Kennedy at 1-866-926-5933 x702.

new jersey chapter

Liberty is a preferred hospital revenue cycle 
firm specializing in converting accounts re-
ceivable into cash and scrubbing accounts 
until they reach a zero balance. Established 
in 1989, Liberty has served over 100 clients in the New Jersey/New York Metro-
politan area. Our key staff have held various leadership positions in hospital patient 
accounting and revenue cycle functions and is recognized as a high quality, high 
service firm with a reputation for flawless account work. Call us at 973.872.1497 
or visit us at www.libertybilling.com.

NJ SmartStart Buildings is the commercial and indus-
trial component of the NJ Clean Energy Program, offer-
ing technical assistance, design support and financial 
incentives for energy-efficient equipment in new con-
struction and retrofits in New Jersey.

Visit NJ SmartStart Buildings online at www.njsmartstartbuildings.com or call us 
toll free at 866-433-4479 for more information.



Fox Rothschild's Health Law Practice reflects an intimate knowledge of

the special needs, circumstances and sensitivities of providers in the

constantly changing world of health care. Because of our significant

experience and comprehensive, proactive approach to issues, 

health care providers — including institutional, group and individual

practices of all types and sizes — turn to us to successfully meet 

the challenges of their competitive, highly regulated environment.

After all, we're not your ordinary health care attorneys.
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