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Gustin again stresses attention to detail when it
comes to cash flow and billing, emphasizing how you
can defend current audited claims but also learn from
them to help avoid future issues. “Cash flow is being
disrupted because O&P processes lack attention to
detail and consistency,” he says. “One way to improve
a facility’s processes includes starting to learn from
the recoupment letter, which states why a RAC is
recouping a specific claim,” he says. Then read the
relevant local coverage determinations (LCDs) and
policy articles and put processes in place to comply
with all stated requirements. “This will not stop the
audits, but it will at least give you defensible evidence
to show that you complied and invalidate the claim
recoupment,” Gustin says.

Lines of credit are ongoing, active
loans that can be drawn on when
necessary for cash flow purposes.
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In addition to being vigilant in billing and working with payers, it is also important to establish a line of credit (LOC) with
a local bank, O&P professionals agree, to have access to funds
during cash flow delays. “Usually, LOCs require a zero balance
for a specific time period each year to show that it is being used
more as a stopgap measure than as a term loan for the purchase
of an asset,” says Schmitke. He adds that it’s best to apply for an
LOC when the business is “stable and strong,” and not when it
has immediate cash flow issues.
Jeff Brandt, CPO, CEO and founder of Ability, which he
opened in 2004, says his company began using a new bank in
May that understands healthcare finance. Ability can borrow
up to six months on accounts receivables with its bank, which
is typically unheard of in the O&P industry, he says.
Many O&P businesses are also obtaining loans from the U.S.
Small Business Administration (SBA) for working capital as
well as taking out home equity loans to help them get by until
cash flow increases, O&P experts say.
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While the current climate of RAC audits and diminishing Medicare and other third-party reimbursements may be an unfortunate reality for today’s O&P business owners, our experts agree
that there are steps you can take to help prepare your company to
manage the cash flow crisis through careful planning, attention
to documentation, and exploring short-term funding sources,
among others.
Schmitke says, “The increased documentation requirements
by CMS, and frankly all payers, are forcing facilities to modify
their internal processes, evaluate their software systems, monitor the effectiveness of each staff role, and manage their cash
more conservatively. These are challenging initiatives, but each
of these efforts will likely lead to operating a better business.”
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