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United States
General Accounting Office
Washington, D.C. 20548

Human Resources Division
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July 16, 1980

The Honorable Lloyd Bentsen
Chairman, Committe¢ on Finance
United States Senate

The tHonorable John D. Rockefeller, IV

Chairman, Subcommittee on Medicare and
Loag Term Care

Committee on Finance

United States Senate

The Honorable Dan Rostenkowski
Chairman, Committee on Ways and Mcans
House of Representatives

The Honorable Pete Stark
Chairman, Subcommittee on Health
Committee on Ways and Means
HHouse of Representatives

As agreed with your offices, this study provides information on the
changes in claim volume and outcomes at the carrier lavel following
recent changes in the Medicare Part B zppeals process.! This report also
provides information regarding the requirement that a claimant appeal
an adverse decision to the carrier before being permitted to appeal to a
federal administrative law judge (ALJ} when the disputed amount is
more than $560. Further, it assesses the potential change in the aLJ
caseload if the disputed amount threshold was lowered.

This report also fulfills our mandate under the Omnibus Budget Recon-
ciliation Act of 1987 (P.L. 100-203, section 4082 (d)). The act directed us
to study the cost effectiveness of the Health Care Financing Administra-
tion’s (HCFA's) requirement that Part B cases go through a hearing at the
carrier ievel before they are appealed to an aLJ.?

'The initial determenations about coverage for particular services and the amount of payment for
Part B claims are made by carmiers. such as Blue Cross,Blue Shield or other commercial insuran«e
comparues, which are generally performing this function under contract to the Health Cure Financing
Admunmistratiesr.

A separate report provided statistical information on the ALJ hearngs process, including the
number and status of ALT cases filed. the vutcome of cases by type of heanng, and the time required
to complete the heanny process: See Statistics on the Pent B Admimstrative Law Judge Hearings
Process 1GAQ HRD-90-18. Nov 28 TO8A).
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Background

Title XVIII of the Social Security Act authorizes the Medicare Part B
program to provide supplemental medical insurance coverage for most
individuals age 65 and older. HCFA, within the Department of Health and
Human Services, administers the Medicare program. In fiscal year 1989,
Part B covered approximately 32.4 million enrollees and paid benefits of
about $38.7 billion.

The Medicare program provides specific appeal rights for Part B claim-
ants. These are the individual beneficiary or a medical provider such as
a physician, laboratory, or supplier of medical equipment or services. At
the inception of the program, Part B claims were not accorded the same
appeal rights as Part A claims (the hospital insurance portion) because
they were expected to be for substantially smaller amounts than Part A
claims. In addition, Part B claims are far more numerous than Part A
claims =nd this posed the possibility of a substantial workload if judi-
cial review was accorded to all of them.

Recent legisiative and administrative changes were made in the appeals
process because claimants expressed concerns about the fairness and
adequacy of the Part B appeals process. For example, claimants were
concerned that the hearing officers at the carrier level were not objec-
tive because their continued employment may depend on the carriers’
being satisfied with the decisions they render. To attempt to resolve
claimants’ concerns about the Part B process, the Congress changed the
process to make it more like Part A by adding appeal options beyond the
carrier. Review of Part B claims by an ALJ is now available if the dis-
puted amount is $500 or more and judicial review is available if the dis-
puted amount is $1,000 or more.? A claimant can combine denied claims
to meet these limitations.

The 1987 legislative change and the need for program economies
prompted HCFA to revise the way carriers processed appeals.

Part B Appeais Process
Before 1987

Before 1987, the appeals process worked as follows. First, the claim
underwent a “‘carrier review,"” which is a review of written case docu-
mentation by a claims processor other than the one that made the "ini-
tial cluim determination.” If the carrier review decision agreed with the
initial determination and the amount in dispute was at least $100, the

'The Omnibus Budget Reconetliation Act of 1986 (P L. 99-509, section 9341 1. amending the Soctal
Secunity Act. The change was effective January 1, 1987
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case could be appealed to the next level, a hearing officer, also at the
carrier.

At the hearing officer level, claimants could select one of three types of
“carrier fair hearings™: on-the-record,* telephone, or in-person. On-the-
record hearings involved evaluations of the written case documentation
that did not provide claimants an opportunity io give oral testimony. If
claimants chose on-the-record hearings, they could not subsequently
request a telephone or in-person hearing. There were no appeal options
beyond the carrier level. (See figure 1.1 for an illustration of the hearing
process in effect until January 1, 1987.)

Part B Appeals Process
as of 1987

The legislative change authorizing appeals to an ALJ became effective
January 1, 1987. HCFA required that cases go through a carrier fair
hearing before being appealed co the ALJ, but HCFA did not change the
way appeals were processed within carriers.

In 1988, however, HCFA changed the appeals process within carriers. It
required, with some exceptions, that cases go through an on-the-record
hearing before being appealed. As before, claimants initially choosing an
on-the-record hearing couid not subsequently request a telephone or in-
person hearing. If disputed amounts were still over $500 after the
hearing, claimants could then appeal to an ALl

Claimants initially requesting a telephone or in-person hzaring, how-
ever, now had to go through the on-the-record hearing. After that
hearing, for disputed amounts of at least $500, these claimants could
either go to the requested telephone or in-person hearing or appeal

. directly to the aLJ. The on-the-record hearing requirement was phased in

by cariiers from April to June 1988. Figure 1.2 shows the appeals pro-
cess after the legislative and administrative changes.

HCFA officials state that the mandatory on-the-record hearing was intro-
duced to expedite cases and to reduce costs by directing cases away
from the more lengthy and expensive telephone and in-person hearings.
Representatives for the Nationa! Senior Citizens Law Center testified
before the House Judiciary Committee,” however, that the on-the-record

YHCFA abw refers to these as “on-the-record decisions.”

5Oversight heanrg on the adjudicatory procedure of the Department of Health and Human Servmés.
Subcommuttes on Administrative Law and Governmental Relations. House Judiciary Committee, June
27. 1989.
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Jbjective and
Methodology

2

hearing step often is a source of confusion about appeal rights and con-
tributas to the overall delay in the review of Part B claims. They also
testified regarding concerns about the effect of on-the-record hearings
on the rights of claimants not represented by legal counsel. For example,
they believed that claimants might erronevusly perceive that the on-the-
record hearing is the end of the appeals process. The representatives
expressed further concern about the possibility of bias in an in-person
hearing because the person assigned to review an on-the-record hearing
decision may in some way be influenced by knowing that another
hearing officer (supposedly at the same level of authority and compe-
tency) has already denied the claim.

The objective of our review was to gatner information on the changes, if
any, in claim volume and outcomes following the addition of the AL
appeal options and the introduction of mandatory on-the-record hear-
ings to the Medicare Part B appeals process. Specifically, we sought to
determine (1) the changes in outcome of cases reviewed by claims
processors and hearings officers; (2) the changes after the introduction
of mandatory on-the-record hearings in the volume and outcome, by
claimant group, of cases reviewed by hearings officers; (3) the expected
effect on claim volume and outcomes of lowering the ALJ threshold from
$500 to $100, which is the current ALJ threshold for Part A cases; and
{(4) the congressional intent in establishing the monetary threshold for
claimants appealing to an ALJ.

To determine the changes in case outcomes, we obtained quarterly data
from HCFA for the period October 1984 to March 1989 for cases at dif-
ferent stages in the appeals process. To determine the changes, by
claimant.group, after the introduction of mandatory on-the-record hear-
ings in the volume and outcomes of cases reviewed by hearings officers,
we obtained individual case data for the period January 1987 to March
1989 from 47 of the 51 Medicare carriers. We categorized claimants into
three groups—beneficiaries, physicians, and nonphysicians—and ana-
lyzed data obtained from the carriers for cases decided before and after
the introduction of mandatory on-the-record hearings. The ‘‘before”
analysis includes cases reviewed from the introduction of the aLJ
hearing option on January 1, 1987, to the time sach carrier introduced
the mandatory on-the-recurd hearings (during the period April to June
1988). The "after’’ analysis includes cases reviewed by each carrier
from the time each carrier introduced the mandatory on-the-record
hearings to March 1989, the most current data available at the time we
collected data from the carriers. (See appendix II for our case-sampling
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Results in Brief

methodology and appendix I1I for the survey form sent to the carriers.)
We did not assess the extent to which other factors, such as case com-
plexity, case merit, or carrier policy might have affected case volume or
outcomes.

Using the data obtained from the carriers, we estimated the potential
effect on each claimant group of lowering the ALJ threshold to $100. To
do this, we assumed that the pattern of decisions and appeals at a $100
threshold would be the same as it was for the actual cases we reviewed
that were subject to the $500 limitation. See appendix IV for a descrip-
tion of this analysis and its r>sults.

We also interviewed HCFA program operation managers and sevaral car-
riers about recent changes in the Part B appeals process. In addition, we
reviewed statutes, regulations, legislative history, and court decisions to
determine the congressional intent in establishing the $500 aLs
threshold.

We performed our work between July 1988 anc December 1989. We did
not verify HCFA or carrier-provided data. With that exception, we per-
formed our work in accordance with generally accepted government
auditing standards.

The results of our review are provided in detail in appendix I. In sum-
mary, the percentage of cases receiving a telephene or in-person hearing
at the carner decreased after the introduction of the mandatory on-the-
record hearings, while the percentage of cases appealed to ALls
increased. The percentage of hearing-officer decisions that resulted in
payments to claimants also decreased after the on-the-record hearing
was made mandatory. More specifically:

1. There was little change in the percentage of decisions for or against
claimants in initial carrier determinations or carrier reviews by claims
processors. (See figs. .3 and 1.4.) However, the percentage of carrier
hearing-officer decisions against claimants increased after the introduc-
tion of mandatory on-the-record hearings. (See fig. 1.5.)

2. Data obtained from Medicare carriers for the period January 1987
through March 1989 show that the largest percentage of cases reviewed
before and after the introduction of the mandatory on-the-record hear-
ings invoived physicians. (See fig. 1.6.) After HCFA introduced mandatory
on-the-record hearings:
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Conclusions

- The percentage of cases that had such hearings increased from 71 to 100

percent, as expected. Among the claimant groups, cases involving non-
physicians had the greatest increase. All claimant groups experienced a
decrease in on-the-record hearing decisions resulting in payment to
claimants. However, after on-the-record hearings were made mandatory,
decisions involving physicians resulted in payments more frequentiy
than did those for the other claimant groups. (See figs. 1.7 ana 1.8.)

« The percentage of cases that had a telephore or in-person hearing

decreased from 29 to 6 percent, with the nonphysician claimant group
experiencing the greatest decrease (from 38 to 6 percent). The per-
centage of telephone or in-person hearing decisions resulting in pay-
ments to claimants also decreased from 61 to 38 percent. Again, the
nonphysician group experienced the greatest decrease (from 70 to 40
percent). (See figs. 1.9 and 1.10.)

» The percentage of cases appealéd to ALJS increased from 11 to 13 per-

cent. Cases involving beneficiaries experienced the g eatest increase
(from 11 to 16 percent). (See fig. [.11.)

3. Lowering the ALI threshold to $100 could be expected to increase the
rumber of Part B cases appealed to ALJS to about 21 percent. (See fig.
1.12)

4. The congressional intent in establishing a $500 threshold for ALl
appeals is unclear. Court opinions initially differed on whether the Con-
gress intended such claims to bypass carrier fair hearings. However, a
recent federal district court appeal decision concluded that HCFA's
instructions requiring claimants with disputed amounts of at least $500
to go througn a carrier fair hearing before proceeding to the ALJ were
valid.

The revisions to the Part B appeals process have been in effect for a
short {ime and more time is needed to determine if the changes we
observed will persist. The revisions appear, however, to be fulfilling
their intended purpose of reducing the number of telephone and in-
person hearings at the carrier level and providing an opportunity for
claimants to appeal beyond the carrier level. If the aLJ threshold was
lowered to $100 to correspond with that currently used in the Part A
appeals process, the number of cases appealed to ALJs could be expected
to increase substantially.

The percentage of carrier hearing decisions resulting in payments to
claimants decreased after the introduction of mandatory on-the-record
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hearings. Because we did not have case-specific data, we cannot elimi-
nate the possibility that other factors, such as case complexity, case
merit, or a change in carrier policy, may have influenced the changes we
are observing.

As agreed with your offices, we did not obtain written agency comments
on this report. However, we discussed its contents with HCFaA officials
and incorporated their comments where appropriate.

We are sending copies of this report to the Secretery of Health and
Human Services, the Administrator of HCFA, and other interested parties,
and we will make copies available to others on request.

Please call me on (202) 275-1655 if you or your staffs have any ques-
tions about this report. Other major contributors to this report are listed
in appendix V.

Director, Intergovernmental
and Management Issues
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Appendix 1 .

Part B Changes Appear to Be Fulfilling
Their Purpose

Medicare Part B claims are submitted to carriers for payment for health

How the Appeals care services provided under the program. The initial determination on

Proce::s Changed coverage and amount of payment is made by a carrier claims processor.
If a Medicare Part B claimant—an individual beneficiary or a medical
provider such as a physician, laboratory, or supplier of medical equip-
ment or services—is dissatisfied with the initial determination, the
Medicare program provides specific appeal rights. At the carrier level,
claims processors and hearing nfficers have key roles in the appeals pro-
cess. As shown in figure .1, before January 1987, claimants had no
options for appeal beyond the carrier level.

Because claimants expressed concerns about the fairness of the process
described above and its limited opportunities for appeal two significant
legislative and administrative changes were made.

First. effective January 1, 1687, the Congress provided options for
claimants to appeal to an ALJ and, ultimately, to the federal courts.!
Although these options made it possible for cases to be appealed beyond
the carrier, the Congress limited access to these levels of review by
establishing disputed amount thresholds—$600 for appeal to an ALJ,
and $1,000 for appeat to the federal courts. With this change, HCFA
required all cases to go through a carriet fair hearing before being
appealed.

Second, in 1988, HCFA required that essentially all cases involving $100
or more go through an on-the-record hearing before they became eligible
for a telephone or in-person hearing.? Implementation of these require-
ments was phased in by carriers during the period April to June 1988.
Figure 1.2 shows the appeals process after the changes were made.

!'The Omnibus Budget Reconciliation Act of 1986 (P.L. 93-508, section 9341), amending the Social
Secunty Act.

2Exceptions allowed by.HCFA for carners not conducting on-the-record hearings are when (1) the on-
the-record hearing will significantly deiay the in-person hearing requested, (2) the facts of the case
can only be developed through oral tesumony, and (3) a differ=nt heuring official is -t available to
conduct 1n-person hearings.
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Figure I.1: Medicare Part B Appeais
Process Bafore Januaiy 7, 1987

Medware
Part8 claim
¥
Inttial carrnier
determination Claim pard
Claim denied
Carrier review 4.J
—-——J_ laim pavd
Claim denied
Dispute $100 Tspute less than $100
or mare no further appeal
A
On-the-record,
telephane, or in-
21500 hearnm
peria 9 Claim pad
Claim denied
Case closed

Notes

1 A ‘carrer review 15 @ review of written case documentation Dy a ctamms orocessor other than the one
that made ine imtal getermination

2 Claimants could selecl one of three types of heaning officer reviews. all of which were referred to as
“carner far hearings * The chowces were 'on-the-record,” “in-person,” of “telephone.” The on-the-
record heanngs were evaluations of the witten case documentation. which did not prowde claimants
with an opportunity to make an oral presentaton or give testimony (HCFA also refers to these as “on-
the-record decisions ') Further. it claimants selected the on-1he-trecord hea.ing, they could not subse-
quently reguest an in-person or telephone heanng

3 Thraughout the process. claims may be dismissed by carriers for procedural reasons, such as missed
fihng deadhnes. or be withdrawn by the claimants.

4 A claimant may combine demed claims to meet monetary threshokis

5 Ateach level of review the determnation made at the prior level of review may be attsmed in whole
In the carrer s favor (claim dened) or reversed In whole of in part in the claimant’s favor (claim paid).

6 Drsputed amount’ refers to the difference between the amount billed and the amount allowed less
unmet deductinle and coinsurance As the case goes through the process the disputed amount may be
reduced if decisions result in parval payments of the disputed amount

7 HCFA procedures allow for the reapening of cases under limited circumstances and for the accept-”
ance of appeals filed late where * good cause™ is shown

Page 13 GAOQ/HRD-90-57 Part B Changes 1o Medicare Appeals Process



Appendix I

Part B Changes Appear to Be Fulfilling

Thelr Prrpose

jgure 1.2: Medicare Part B Appeals Process After Addition of ALJ and Mandatory On-the-Record Hearings

lar.datory on-the-
record hearings
introduced from
Apnit 1 through
June 30, 1988

L) heanng option
rntroduced on
January 1, 1987

*

Medicare
Part B clam
-
Initial carrier
determinaton Ciam p.ld
Clam genied
Carner review
— Claim paw¢ 1
Claim aenied
»
Dispute $100 Dspute less than $100 -
or more no further appeal
1
Mandatory
on-the-record
hearnng Claim paed
blaum demed
Dispute $500 Dispute 15 less
ar more than $500
b
Telephoneor in-
person heaning Claim paid
—1 I Claim denied
Cptional No further appeal
telephone orin-
person hearing Claim pawd
—J Claim denied
<
Administrative
Law Judge Claim paid
Claim demed
SSA Counal
Claim paid

Claim denied

Dispute $1.000
or more

v

Dispute less than $1,000 -~
no further appeal

Federai Court

Claim demed

Claim paid
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Part B Changes Appear to Be Fulfiliing
Their Purpose

e
Combined Effect of

Changes on Case
Jutcomes at the
Carrier Level

Notes

1 A carner raview 1§ a review of wniten case documentahion by a cla:ms processor other than he one
‘vho made the ivtial delermination

2 Al cases appealed after the carrer review, with some exceplions are required 10 o Infough the on-
the-record carrier far heanng Clamants wnhally requestng the on-the-recorc heanng cannot sutse-
quently request a telephone or IN-persdn heanng.

3 Throughout the process. claims may be dismissed by carmners lor procedural reasons, such as missed
thing deadines. or be wiihdrawn Dy the claimants.

4 A clamant may combine dened Claims 10 meet monetasry thresholds

5 At each level of review, the delgrminalion made at the prior level of review may ba affirmed in whoie
in the carner s favor (Claim denied) or reversed n whole or in part in the clamant’s favor (clam pad)

6 “"Disputed amount” refers to the ¢iference petween the amount billed and the amount allowad less
unmet deductiDie and coinsusance As the case goes through the process the dispuled amount may be
recduced If decisions result in partiai payments of the disputed amount

7 Any claim appealed to a Social Secunty Adnwnistration (SSA) ALJ can be further appealed to the S54
Appeais Council

8 HCFA procedures allow for the recpening ot cases under hmiled crcumstances and for the accept-
ance of appeals hicd late where “"good cause’ 15 shown

To detect changes in case outcomes that could be attributed to the intro-
duction of mandatory on-the-record hearings and the addition of an ALJ
appeals option to the Medicare Part B appeals process we analyzed HCFA
data on cases reviewed and case outcomes for the period October 1984
through March 1989, aggregated by guarter for all claimants. We
focused our analysis on three key steps at the carrier level: the initial
claims determination, the carrier review of the initial determination, and
the hearing officer review. There was littie change in the percentage of
claims denied in the initial determination by claims processors after
introduction of the ALJ appeais option and the mandatory on-the-record
hearings.? (See fig. 1.3 and table I.1.)

ISranstical tests to determine if a significant difference in case cutcomes existed after the introduc-
‘tion of the ALJ appeals option and mandatory on-the-record cartier fair hearings were found to be
inappropnate for the HCFA data because of the few data points available after the changes were
made.
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Part B Changes Appear to Be Fulfilling
Their Purpose

Figure I.3: Claims Denied in Initial Determinations by Claims Processors, for All Claimants (Dct. 1984-Mar 1989)

50  Percent of Claims Filed per Quarter

10

0 .
1985 1986 1987 1988 1909
Fiscal Year

f ALJ hearing option introduced on January 1, 1987
[:] Mandatory “on-the-record” carrier fair hearings were phased-in by carriers during the period April 1 - June 30, 1588

Page 18 GAO/HRD-90-57 Part B Changes to Medicare Appesls Process




Appendix [
Part B Changes Appear 1o Be Fulfilling
Their Purpose

Table I.1: Ciaims Denied in Initial
Determinations by Claims Processors,
for All Claimants (Oct. 1984-Mar 1989)

Number of claims
Denied in
Fiscal year/qusrter Procsssed whole or in part Parcant
1685
1st 60,958,980 10.620.677 17.4
2na 66,759,955 10,429,709 156
Jrd 68,562,820 10,316,489 150
ath 70,935,968 11,122,829 15.7
1986
15t 70.766.370 12,487,655 17E€
2nd 69.624,439 11,792,653 16.9
3rd 76,337 481 12,508,596 164
ath 82120878 13.925.276 170
1987
1st 77.273.969 14,224,381 18.4
2nd 84 850,180 15,744 599 186
3rd 87,724,456 15,140,995 17.5
4th 88,413,489 14,979,330 16.9
1988
- 1st 88,445,520 16,187,746 18.3
2nd 94,248,452 16,072,492 171
3rd 97,799,881 15,887,506 16.2
4th 96,422,182 16,591,504 17.2
1989
1st 94 607,707 17.133.378 18.1
2nd 101.917.076 18,381,551 18.0

At the carrier review level, after the legislative and administrative
changes were made, the percentage of cases dismissed or withdrawn
increased, particularly after the introduction of mandatory on-the-
record reviews. However, the data give no indication of a significant
change in the percentage of carrier reviews that affirmed or reversed
the initial determination.* (See fig. 1.4 and table 1.2.)

iStatjstical tests to determine if a sigruficant difference in case outcomes existed after the introduc-
tion of the ALJ appeals option and on-the-record reviews were found to be inappropriate for the
HCFA data because of the few data points avz.lable after the changes were made.
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Part B Changes Appear to Be Fulfliling

Their Purpose

Figure 1.4: Outcome of Cases Reviewed by Claims Processcrs, for ANl Claimants (Oct. 1984-Mar. 1989)

100  Percent of Reviewsd Cases per Quarter

b LT -
“ bl L 1 Y T T L Lo

1938 1908
Fscal Year

asemme  Reversed in whole ©r in part (in claimant's favor)
meaa Affithed (Nt in clamant's favor)
smsmma  Dismissed o withdrawn

[ ALJ hearing option introduced on January 1, 1987

1988 199

Mar Jatoty “on-the-record” carrier fair hearings were phased-in by carriers during the period April 1 - June 30, 1988

Note' These are administrative reviews of the clamants paperwork made by a carner ciams processor
other than the one whe made the nrhal claims payment of coverage determinations

Page 18

GAO/HRDH057 Part B Changes to Medicare Appesls Process



Appendix 1
Part B Changes Appear to Be Fulfilling
Their Purpose

25
Tabie I.2;: Outcome of Cases Reviewed by Claims Processors, for All Claimants (Oct. 1384-Mar. 1988)

At the hearing-officer level, the percentage of cases affirmed by carrier
hearing officers increased after the introduction of mandatory on-the-
record hezrings. (See fig. 1.5 and table 1.3.)»

Review decisions
Reversad in whole
Number of Atfirmed of in part Dismisgsed/withdrawn
Fiscal year/quarter reviews No. Percent No. Percent No. Percent
1985

Tst 808.590 329.637 208 476,644 59.0 2309 03

2na ¢.5333 364,738 386 577.109 610 3485 0.4

3rd 979.316 357.491 365 618,140 63.1 3.685 0.4

ath 1.002.787 363.718 363 633.925 832 5144 05

1986

1st 1.035.263 380,569 368 643,115 62.1 11,589 1.1

2nd 1.182.726 436,750 369 738396 624 7.580 06
ard 1118511 451818 404 658 674 58.8 9.019 08 -
4th 1.230.776 502,773 409 722347 58.7 5.656 05 @
1987 5
st 1,158 441 466,414 403 636,655 593 5372 05 !
2nd 1.324 846 550,127 ans 767,808 58.0 5911 Q05 §
3rd 1,455,169 569,124 391 878.555 604 7.490 05 -
ath 7,538,966 636,058 a3 388,286 578 14,622 10 !
1988 ;
st 1,237.490 490 852 397 726.457 587 20,181 16 !
2nd 1.351.742 571618 423 746,209 552 33825 25 i
rd 1519662 632,225 a7 845357 556 42,080 28 *
4t 1596937 702.986 440 841076 527 52,875 33 5
989 ?
1st 1.314,340 555714 423 702.759 535 55,867 43 &
2nd 1.34..360 550,426 TR 706.401 527 83,533 ¥ %
|
f
{

SStatistical tests to determine 1f a significant difference existed in the percentage of cases affirmed
after the introduction of the Al.) appeals option and on-the-record reviews were found to be inappro-
priate because of the few data points available afler tie introduction of these changes.

|
|
i
]
{
{
E
-
{
!
!
i
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Figure 1.5; Outcome of Cases Reviewed by Hearing Officers, for All Claimants (Oct. 1984-Mar. 1989)

100  Percant of Reviewed Cases per Quarier

wawentt Nty yne

o . :
1985 1896 1987 1948 1909
Fisca) Year

e Reversed in whole of in part (in claimant's favor)
snua Affirned (not in claimant's favor)
smasss  Dismissed or withdrawn

I ALl hearing option introduced on January 1, 1987
Mandaltory “on-the-record” carrie: fair hearings were phased-in by carriers during the period Aprt 1 - June 30, 1988
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. ]
ible 1.3: Outcomn of Cases Reviewed by Hearing Officers, for All Claimants (Oct 1984-Mar. 1989)

Review Decisions
Reversed in whole
Number of Aftimied or in part Dismissed wh

scal year/quarter reviews No. Percent No. Percent No. Percent
85

181 ) 7354 2.046 278 3477 73 1.831 249

2ra 7 650 2.054 268 369 484 1927 252

3rd 8.231 2.107 256 3,690 48 2,434 296

amn 7.271 1933 %6 3.467 a7 1,871 257
86

ist 7.194 1.129 240 3399 472 2,066 287

2nd 8 287 2.161 261 3.695 46 2431 293
- e 9.175 2.219 242 4132 456 2774 302

4th 10.606 2,555 241 5.405 510 2,646 249
37

1st 9,590 1976 206 4,608 481 3,006 a3

2nd 10.288 2,536 247 4,500 46 3,162 07

3ra 13.598 3976 292 5679 418 3943 290

4th h 14,890 3,762 253 7.312 49.1 3816 2586
38

1¢ 13679 3,644 %66 6,344 464 3691 270

2nd 17277 4597 26.6 7979 452 4701 272

3rd 17 952 5,850 328 7.385 411 4677 26.1

ath 18.724 7.239 387 7223 386 4,262 228
i9

1st 14819 5,236 35.3 6.285 424 3,29 223

2nd 15873 5,525 348 6.274 35 4074 257

) . ' Data obtained from 47 Medicare carriers indicate that the majority of
napges in Cases . cases reviewed by carrier hearing officers before and after the introduc-
sviewed by Hearmg tion of mandatory on-the-record hearings involved physician claims.

: 4 However, the percentage of physician and beneficiary claims reviewed
fficers Afber the decreased after the introduction of the mandatory hearings, while the
itroduction of percentage of claims involving nonphysicians showed the only increase
andatory On-the- (from 10.4 to 16.2 percent). (See fig. 1.6. and table 1.4.)

acord Hearings
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jure 1.6: Hearing Officer Raviaws, by
aimant Group (Jan. 1987-Mar 1989}

Percent of Reviewsd Cases

j‘f f*j fj

Claimant Group

E:] Before Mandawry OTR Hearings
- Atter Mandatory OTR Hearngs

Note. Reviews by carner heanng otlicers inctude “on-the-record,” ™

far nearings
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Tabie 1.4: Hearing Officer Reviews, by
>laimant Group (Jan 1887-Mar 1989)

Cases reviewed
Before Alter
Claimant group Number Percent Number Percant
Beneficianes 10.000 400 7.600 36.2
Physicians 12,400 496 10,000 476
Nonphysicians 2,600 104 3,400 16.2
All claimants 25,000 100.0 21,000 100.0

Note These data retlect the number of cases. rounded 10 the nearest hundred. that were reviewed by
hoanng othcers at the carnars participating in our study The “before” analysis ncCludes cases revewed
fre 1 the introduction of the ALJ appeals optiun on January 1, 1987, to the tme each carner introduced
the .nandatory on-the-recrd heanngs (sometime dunng the period Apnl lo June 1988) The "after”
analy 813 Includes cases reviewed Dy each came from the tme each carner introctuced the mandatory
on-the-record hearings to March 1988, the mast cusrent data avalable at the hme we sollected data
from the carners

Before the introduction of the mandatory on-the-record hearings, 70.8
percent of all cases had an vn-the-record hearing a: the carrier level
compared with 100 percent when these hearings were made mandatory.
While a greater percentage of cases for all claimant groups had an on-
the-record hearing after they were made mandatory, cases involving
nonphysicians had the greatest .ncrease. (See fig. 1.7 and table 1.5.)
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igure .7: On-the-Record Hearings, by
laimant Group (Jan. 1987-Mar 1989)

Percent of All Cases
100

» [ ]
;o
& 5

&

Claimant Group

{:] Betore Mandatory OTR Hearings
- After Mandatory OTR Hearings

Note An on-the-recard carrier fawr hearing is an evatuatior of wrtten case documeniation by a carmer
heanng officer

abie I.5: On-the-Record Hearings, by
lsimant Group (Jan. 1987-Mar 1989)

Befors After
On-the- Ori-the-
Total record Total record
Claimant group cases hearings Percent cases hearines Percent
Beneficiaries 10.000 6.500 650 7,600 7.600 1000
Physicians 12,400 9,600 774 10,000 10,000 100.0
Nonphysicians 2.600 1.600 615 3.400 3.400 100.0
All claimants 25,000 17,700 70.8 21,000 21,000 190.0

The percentage of on-the-record hearings that resulted in payments to
claimants was greater for all three claimant groups before these hear-
ings were made mandatory. Physicians had the highest percentage of
favorable decisions (70.8 percent). After the introduction of mandatory
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on-the-record hearings, physicians still had the highest percentage of
favorable deriiions (47.0 percent) while all claimants had a favorable
rate of 41.9 p:ercent. (See fig. [.8 and table 1.6.)

Figure 1.8: On-the-Record Hearing
Decisions Favoring Claimants, by
Claimant Group (Jan. 1987-Mar 1989)

.

100 Percent of Reviewed Cases

VAV

D Batore Mandaiory OTR Hearings
- Aher Mandairy CTR Hearings

Note An ' on-the-record ' cammer law hearing rs an evaluation of wnitten case documentation by a carner
heanng otficer

Tabie 1.6: On-the-Record Hearing
Decisions Favoring Claimants, by
Claimant Group (Jan 1987-Mar 1989)

.

Before After
Claimant Cases Favorable Cases Favorabie
group reviewed decisions Percent reviewed decisions Percent
Beneficiares §.500 3.400 52.3 7,600 2.600 342
Physicians 4.600 6.800 708 10,000 4,700 470
Nonphysicians 1,600 1.100 688 3.400 1.500 44 1
All claimants 17,700 11,300 63.8 21,000 8,800 41.9

Note For this analys:s. a faverable decision s Cefined as one that reverses. in ahole or in nart, the
camer 5 prior deciswn and resuils in a4 pa,;ment ic *he rlamant
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The percentage of cases that had a telephone or in-person hearing
ranged from 22.6 percent for physicians to 38.5 percent for nonphysi-
cians before on-the-record hearings were made mandatory. By compar-
ison, after these hearings were made mandatory, the percentage of cases
having a telephone or in-person hearing was significantly lower for all
three claimant groups—3.2 percent for physicians. 5.9 percent for non-
physicians, and 9.6 percent for beneficiaries. (See fig. [.9 and table 1.7.)

;hm 1.9: Telephone and In-Person
Hearings, by Claimant Group
{Jan. 1987-Mar. 1999)

50 Percant of AR Cases

10

VAR A

Claimant Group

[ Betore Mandamey OTR Hearings
B e vencaiory OTR Hearings

Note Telephone and “in-person’” carner far heanngs are conducied by 2 camer heanng officer and
provide clamants with an oppGriumity to grve oral testimony.
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Table 1.7: Telephone and In-Parson

Mearings, by Claimant Group
(Jan. 1987-Mar. 1933)

Bators _After
Claimant Total and in-pereson Total undTh-pouon

group cases hearings Percent cases hearings Percent
Beneficianes 10,000 3,400 340 7.600 730 98
Physicians 12,400 2,800 226 10,000 320 32
Nonphysicians 2.600 1,000 85 3.400 200 59
Al claimants 25,000 7,200 288 21,000 1,250 8.0

The percentage of telephone and in-person hearing decisions resulting in
payments to claimants decreased from 61.1 to 37.6 percent after on-the-
record hearings were made mandatory. The greatest change involved
cases filed by nonphysicians. Favorable decisions for this group
decreased from 70 to 40 percent. (See fig. 1.10 and table 1.8.)
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gure 1.10: Telephone and in-Person
raring Decisions Favoring Claimants,
¢ Claimant Group {Jan. 1987 Mar 1969}

100 Percent of Reviewed Casen

;7 7/

Claimant Group

[ eetore Mandanry OTR Hearings
- Aher Mandatory OTR Hearings

Note “Telephone  and “In-person’ carrier fan heanngs are conducted by a cammer heanng ofhcer and
provide claimants with an opportunidy to give oral teshmony

bie 1.8: Telephone and In-Person
aring Decisions Favoring Claimants,
Claimant Group (Jan. 1987-Mar. 1989)

Before After
Cases Favorable Cases Favorabls
Claimant group reviewed decisions Percent reviewed decisions Percent
Beneticiaries 3.400 1,600 471 730 200 274
Physicians 2,800 2,100 75.0 20 190 59.4
Nonphysicians 1,000 700 700 200 80 40.0
Al claimants 7,200 4,400 81.1 1,250 470 ars

Note For this analysis a favorable decision is defined as one that reverses, in whole or in part. the
carner s prior decision and resuits n a payment 1o the claimant

A higher percentage of cases was appealed to ALJs by all three claimant
groups after on-the-record hearings were made mandatory, with
optional telephone and in-person hearings at the carrier. The greatest
change was in beneficiary cases; about 16 percent were appealed to an
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ALJ after on-the-record hearings were made mandatory, compared with
11 percent before. For all claimants, the percentage of cases appealed to
ALJS increased from 10.8 to 12.9 percent. (See fig. I.11 and table 1.9.)

Figure I.11: Appeais to an ALJ, by
Claimant Qroup (Jan. 1987-Mar. 1988)

80 Percent of All Cases

AADa

/7

Claimant G

:] Before Mandatory OTR Hearings
- Aher Mandatory OTR Hearings

Table 1.9: Number of Appeals to ALJ, by
Claimant Group (Jan 1987-Mar 1989)

Before After
Towai  Appeal Total Appeal
Claimaat group cases toan ALJ Percent cases toanALJ Percent
Beneficiares 10,000 1.100 1.0 7.600 1,200 15.8
Physicians 12,400 1,500 12.1 10,000 1,300 13.0
Nonphysicians 2.600 100 38 3.400 200 59
All ciaimants 25,000 2,700 10.8 21,000 2,700 12.9
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The expected percentage of cases appealed Lo ALJs would be much
greater if the Part B a1 threshold was lowered from $600 to $100 (the
threshold used for access to ALJS under Part A). At the $500 threshold,
we estimate that 11.5 percent of cases would be appealed to ALls, while
at the $100 threshold, about 21.1 percent of cases would be appealed.
(See fig. [.12 and table I.10. Also see figs. IV.1-IV.6.)

Figure 1.12: Expected Appeasis to an ALJ
at Different Thresholds, by Claimant
Group

50 Percent of A Expectisd Cases

El;l:l

;7

Clasimant Group

[ ss00 Thewancia
I 5100 Trvesnoic

Note Currently. to appeal to ihe ALJ under Medicare Part 8, the disputed amount must be $500 or
more In contrast. to appeal lo the ALJ under Medicare Part A (hospital-related services), the disputed
amount must be $100 or more
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Table 1.10: Expected Appeals to an ALJ
at Ditferent Thresholds, by Claimant
Group

At $500 threshold At $100 threshotd
Total y ALJ Total g ALJ
Claimant group cases appeals Percent cases appesis Percent
Benehcianes 10.000 1.579 158 10.000 3.1 312
Physicians 10,000 1.269 127 10.000 1.840 184
Nonphysicians 10.000 604 60 10.000 1.368 13.7
All claimants 30,000 3,452 1.5 30,000 8,331 2.1

Note For this analysis, we assumed that the pattern of decisions and appeals for 10,000 cases for each
claimant group at a $100 threshold would be the same a3 it was for the actual cases we reviewed that
were subect o the $500 threshoid

Congressional Intent
Regarding Use of
Carrier Fair Hearings
for Claims Appealed to
ALJs

Although the Congress originally intended to eliminate carrier fair hear-
ings for ciains involving disputed amounts of more than $500, and
allow them to proceed directly to an ALJ, subsequent events make it dif-
ficult to determine whether that continues to be the congressional
intent.

The Cmnibus Budget Reconciliation Act of 1986 amended the Social
Security Act to give Part B claimants the right to AL hearings for dis-
putes where the amount in controversy exceeded $5600. After the
amendment was enacted, HCFA issued instructions requiring claimants
with amounts in controversy of more than $500 to have a carrier fair
hearing before proceeding to the ALJ* A federal district court found that
the Congress hzd intended the 1986 amendment to foreclose the use of
carrier fair hearings for these claims.’

In 1987, the Congress amended that part of the statute which prescribes
that carriers must provide a fair hearing for Part B claims between $100
and $500. This was a technical amendment, making no substantive
change in the law. However, it was made at a time when the Congress
knew of HCFA's interpretation of the carrier fair-hearing requirement
and was aware of the litigation. Subsequently, the district court, which
had heard the original suit, concluded on rehearing that the 1987
amerdment, in effect, ratified the position of HcFa and that the instrue-
tions were valid.® The decision was based on the fact that the Congress,
knowing of the dispute, had refrained from changing the law. The U S.

"Medicare Manual Instructions, para. 1201 58.

Tisaacs v. Bowen, 683 F. Supp. 930. 934(5.D. N.Y. 1988).

fMedicare Manual Instructions, at 935.
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Court of Appeals for the Second Circuit, hearing an appeal of the dis-
trict court decision in 1989, upheld this district court decision.?

The Court of Appeals found that the Congress had an opportunity to
eliminate the carrier fair-hearing requirement in 1987, when it amended
selected aspects of the provision, but did not clearly do so. The court
believed that the 1987 act gave an “affirmative, legislative indication™
of the Congress’ willingness to leave the fair-hearing requirement in
place, at least until we completed our study. The court found “a visible
expression of congressional approval of the agency’s position.”

The legislative history and the language of the law provide support for
the conclusion that the courts ultimately reached—that the Department
of Health and Human Services, and thereby HCFA, may require claimants
to have a carrier fair hearing before going to an ALJ—but they do not
permit a definitive conclusion about congressional intent. However, event
if legislative intent to preclude carrier fair hearings for claims over $500
was clear in 1986, as the courts thought, the Congress’ action in 1987
and the Court of Appeals’ opinion in 1989 make it difficult to corclude
that this remains the legislative intent.

lsaacs v. Bowen, 865 F. 2d 468 (2d Cir. 1989).
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Case Sampling Methodology

To determine the changes after the introduction of mandatory on-the-
record hearings in case volume and outcomes at the carrier level for
each claimant group, we obtained individual case data from 47 of the 51
Medicare carriers for the period January 1987 to March 1989.' During
this period, the ALJ appeals option was in place and the on-the-record
hearings were made mandatory.

We asked carriers to separate cases considered when on-the-record hear-
ings were mandatory from those considered before the carrier imple-
mented HCFA's on-the-record hearing requirement. The carriers entered
case data on two forms that we pretested at carriers in New York, Mas-
sachusetts, and Maryland. (See appendix 1l for the data collection

forms used to obtain individual case data.)

Of the 47 participating carriers, 6 indicated that they were unable to
provide data on all cases for the 2-year period because a large number of
cases were involved, they did not have an automated filing and retrieval
system, or both. However, these six carriers provided data for a sample
of cases randomly selected in accordance with our instructions.

We constructed a final data set consisting of the universe of cases for 41
carriers and a sample of cases for 6. In total, data were collected on
about 18,000 individual cases. We weighted the sampled cases from the
6 carriers using the weights shown in table IL.1.

Table i1.1: Weights for Sampled Cases in
Six Carriers

Sampied case weights
Carrier 1987 1988
A 100.0 870
8 48.9 489
C 30.3 §9.0
D ‘ 242
E 417 436
F 491 491

2Data for 1987 were not avaiable

The estimates of case outcomes obtained through this analysis are sub-
Jject to error because of the sampled cases. At the 95-percent confidence

'We did not obtain data from three carmers representing Prudental of America beause they discon-
tinued participating in the Medicare Part B program in late 1988. We aiso did not obtain data from
one Aetra carrier because of its limited Part B appeals activity.

Page 33 GAO/HRD-30-57 Part B Changes to Medicare Appeais Process




Apprndix 11
Case Sampling Methodology

izvel, the error range does not exceed plus or minus 4 percent ir any of
our estimates.
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Survey Form Sent to Medicare Part B Carriers

SURVRY OF MEDICARE
PART b HEARING OFPICE CASES
WITH A DATE OF SERVICE ON OR AFTER
JANUARY ’

!NTRODUCTION

This survey is being conducted by the U.S. General Accounting
Offica (GAO) for the U.S., Congress, The results will be used to
help determine the effects of changes in the Medicare Part B
hearing appeal process. Your help is needed in order to
complete this project successfully. You may wish to consult with
the person(s) who track and administer your case load statistics
when addressing these data requests.

Before you begin, please check for accuracy purposes, your NAME,
TITLE, and ADDRESS on the attached letter introducing our survey
and make any cottections in the space provided below:

NAME :
TITLE H
ADDRESS
CITY :

Also, if applicable, please list any other pertinent Carrier
officials extensively involved in managing Medicare Part B fair
hearing (CFH) appeals:

NAME H

TITLE

Please provide a telephone number(s) where you and, if
applicable, the other involved manager can be reached, if we have
any questions about your responses.

PHONE

'3

PHONE

PLEASE RETURN THIS SHEET WITH THE SURVEY FORMS. THANK YOU
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B Carriers
INSTRUCTIONS
Enclosed are two data collection forms i.e., schedules -- each

requesting Medicare Part B claimant and Carrier falr hearing
information.

The first form: Form A, relates only to those Medicare Part B
~ases with a ‘date of service' (incurred by the claimant) cn or
after January 61, 1987; but, not be¥ond the procesaing date used
by Carriers in implementing the Health Care Financing
Administration's (HCFA) Part B Interim Guidelines - Hearings and
Appeals. The aforementioned guidelines suggested an effective
date of no later than May @1, 1988, and instituted a general
requirement (with minor exceptions) for conducting a mandatory
on-the-record hearing, whether or not an in-person or telephone
hearing is requested. In the spzce provided below, please
indicate Carrier implementing date for instituting HCFA's
interim guidelines: (month) (day) (year).

The second form: Form B, pertains to only these Medicare Part B
2econe ol o

cases with 5 'date of service' on or after January @1, 1987, and

those cansidered by the Carriers under HCFA's implementing

interim guidelines which require mandatory on-the-record

reviews, whether or not an in-person or telephons hearing is

requested.

For the specific information requested under each column in the
two schedules, refer to detailed instructions provided below.
Once you have completed the survey forms/schedules, place thew in
the pre-addressed envelope and mail them as soon as possible, but
no later than March 27, 1989. Also, if you have any questions or
problems with the survey, call Joe Faley or Claude Hayeck coliect

at (202) 523-8666.
PLEASE RETURN THIS SHEET WITH THE SURVEY FORMS

THANK YOU FOR YOUR COOPERATION!
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SPECIFIC INPORMATION

Refer to designated column title headings. Please note that
information below identified by an asterisk (*} only applies to
Form B for recording mandatory on-the-record reviews,

Case Reference Number:

Identify by either an {n-house control number (preferable
identifier) or a number in descending order for those cases
listed. Also, depending upon the Carrier, the term “case" is
sometimes used interchangeably with the term "claia”, use either
for your listing purposes, but for whatever definitional reference
number terminology used, please identify as such and be consistent
in its usage

Type of Claimant:

Identify .y a check mark the type of claimant requesting a
hearing, i.e., beneficiary and provider with the latter further
classified as either physician or non-physician (including durable
equipment suppliers, laboratories, etc.)

Number of Claims In Each Case:

1dentify the number of claims combined by the claimant to reach
the required $100 dollar threshold. Also, refer to "COL #1"
discussion on case versus claim terminolougy.

Ooriginal Dollar Asount In Controversy:

Identify the original dollar amount in dispute at the time of the
hearing request.

Mandatory On-The-Record Review Decision:

Identify the on~the-record-review decision as "totally

favorable™ only if the amount in controversy is totally upheld or
decided in the whole amcount for the claimant. Likewise, identify
any total reversal as "totally unfavorable." For all other
claimant rulings involving partial amounts upheld in the favor of
the claimant, identify as a "partial® decision. Also, when you
pre-determined that a formal hearing was necessary, identify
these cases as "exempted” from an on-the record review.

Dollar Amount In Controversy After The Mandatory On-The Record
Review:

Identify the remaining dollar amount in controversy after the on-
the-record decision
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Claimant Continued With Fc.mal CFH Appeal?:

Identify by a yes or no answer

Type of CFH:
Identify what type of formal hearing the claimant reguested. In
the situations where mandatory on—the-record raviews were already
held, the telephone and in-person formal settings are the only
options available to the claimant.

CFH Decision:

Identify the Carrier fair hearing decision as "totally
favorable® if the remaining dollar amount in controversy la
totally upheld in the favor of the claimant, otherwise, identify
any total reversal as "totally unfavorable® and any partial
decision as "partial."

Date of CFH Decision
Identify by day, month, and year.

Dollar Amocunt In Controversy After CFH Decigion:

Identify the remaining dollar amount in controversy after the
Carrier fair hearing decision,

Appealed To ALJ?:

Identify by a check mark whether, to your knowledge, claimant
requested a hearing by an Administrative Law Judge (ALJ}.
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FORM A Page toft |
Type of A |
Claimant Type of CFH CFH Decision Doitar pa'-:u ‘
{Check Oniy One) | . Onginal {Check One) {Check One) o Amount ALI? 3
Provider at Daollar ::. n (Chack One) |
Casa # Claims Amount - CFH Controversy
z c c n in . P . 3 M;:
:_; % § Case Controversy EE E E ;g ™ ;2 D:,.,,,, \
s Lo | & L s € | 82 - i
i) & ik sé| & | § |38 2|3 ils] |
|
FORM B Pagetorz |
|
Type of Continued
Claimaint Mandatory On-The-Revord Dollsr With CFH }
(Check Onty One) Review Decision with CF} i
Number Original {Check Only One) Amount in ppo:) |
Provider of Dollar Controversy {Chech One) '
Case # Clsims Amount - After
Y c c in n » zé 2 o Mtlnd;lofv i
3 2 H Case Controversy »8 = ‘2 2 "-D::i-sl:?m i
v H .3 z5 5 2 E i
§ Z |52 32| 5 | 55| = = 0
@ [ 2a " e =3 w £ 2 1
i
i
i
i
|
|
|
FCRM B (Continued) Page 2 of 2
|
Type of 2 P :
CFH CFH Decision Doitar g
(Check One) {Check One) Amount in Date of (CIl(:c:LOJ?
Case # - Controversy CFH ne) :
g £ P a3 After CFH Decision |
5 € b= g Decision |
£ £ z9 ] z3 |
S| 432z |3: . |
« | £ | 8&| & |85 £ | 2 !
!
|
3
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Estimates of the Potential Effect of Lowering
the Threshold for Access to an ALJ

Using the data obtained from the carriers, we applied actual conditional
probabilities to a hypothetical set of 10,000 cases for each claimant
group to assess the potential effect of lowering the ALr threshold to
$100." That means that at each of the 47 Medicare carriers participating
in our study. w e looked at the actual cases and what happened to them
at each point in the appeals process. We then assumed for this analysis
that 10001 cuses coming into the appeals process in the future for cach

cliumant group will act in the same way as the actual cases we reviewed;
that is. under the same appeais process rules, future cases will have the
same patterns of “win,” “continue.” and “lose” as did the actual cases
we reviewed, In these analyses,

AT

“win™ denotes a decision that results in a payment to a claimant,
“continue” denotes a case in which the claim is totally or partially
upheld in the carrier’s favor and the disputed amount is equal o o7
greater than the monetary threshold for appeal to an AL, and

“lose” denotes a case in which the claim is totally or partially upheld in
the carrier’s favor but the dollar amount remaining in controversy is
less than the monetary threshold for appeal to an ALl

The results of the conditional probability analyses are shown below for
cach claimant group for a $500 threshold (figs. IV.1-IV.3)and a 5100
threshold (figs. [V 4-1V.6).

"Conditional probabilities represent the bkelibowod that an individuat claimant possesses o partcular
trait or set of truts related to different decisions in the carmer heanng process. For example. a dis-
crete probability wouldd show the hkelihood of betng a pnysician (tyvpe of claamant ) who selected a
telephime carner farr heanng (tvpe of heanng). st the decision. and deaided 1o appeal that decision
to-an AL The probability in this example 1 conditional besause it inchides or s conditional on all
earler probabilites. That 5. the probabilibes of bemng 4 physician. having a telephone. heanng, losing
the hearing. and decding to appeal are multiphed together to obtan the final conditional probabidity
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Appendix [V

Estimates of the Potential Eftect of Lowering
the Threshold for Access to wn ALS

Figure IV.1: Expected Qutcomes for Beneficiaries at a $500 ALJ Threshoid

Expected Quitcomes per 10,000 Clasmants

Type of Claimant

denetcary 10.000

On-the-Record
Hearing Decision

wWin 300

Continye 4,500

Lase 5.200

Optional Carrier Type of Carrier Carrier Fair Appealedto ALJ
fair Hearing Fair Hearing Hearng Decision
win 9
Telephane 293 Yes 8]
———>
Lose 284
Yes 585 No 273
win 6
In-Person 292 ves 83
e ————p
Lose 286
No 203
Yes 1.485
e
No 3918
No 2.430
wWin 4
Telephone 62
Lose 58
‘es 164
Win 69
NO 4836
In-Person 302
Lose 233
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Appendix IV
Entimates of the Potential Effect of Lowering

the Threshaokd for Access to an ALJ

Figure IV.2: Expected Outcomes for Physicians at a $500 ALJ Threshoid

Expected Qutcomes per 10.000 Claimants

Type of Claimant Qn-the-Record Qeuonal Carrier Type of Carrier Cacrier Fas Appeaied to ALJ
Hearing Decisian Fair Hearing Fair Hearing Hearing Decision
Wmn 3
Telephone 68 — You 10
Luse 60
ves 180 No S0
Win 3G0 win ’
in-Parson 112 . Yes 59
Continye 6,000 Lose 105
No 46
Yes 1.200
No 5.820
Physician 10.000
No 4.620

whin 13
Telepnone 08
Lose 95
Yes 148
Lase 3.700
win 3
No 3552
tn-Person aQ
Lose 15
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Appendix IV -
Estmates of the Potentiz! Effect of Lowering
the Threshold for Access to an ALJ

Figure IV.3: Expected Qutcomes for Nonphysicians at a $500 ALJ Threshoid
Expected Qutcomes per 10,000 Clarmants

Type of Claimamt On-the-Record Optional Carrier Type of Caerier Carrier Fair Appeaied to ALS
Hearing Dacision Fair Hearing Fair Hearing Haaring Decision
Win 20
Telephone 119 Yes 14
Love 90
Yes 204 | No 16
win 300 Win 1"
In-Person 94 Yes 46
Continue 3,400 Lose 83 —
No 17
Yes 544
Nonoh,s.‘!'cao,%oa No 3,196 —
No 2,652
Win 15
Telephone 96
Lose a1
Yes 339
Lose 5.700
No 5,301 bl ’
- tn-Person 303
tose 300
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Appendix [V

Estimates of the Potential Effect of Lowering
the Threshold for Access 10 an Ald

Figun: [V.4: Expected Outcomes for Benaficiaries at a $100 ALJ Threshaid
Expected Outcomes per 10.000 Claimants
Type of Claimant On-the-Record Optional Carrier Type of Carrier Carrier Fair Appeaied to ALJ
Hearing Decision Fair Hearing Fair Hearing Hearing Oecasion
win 124
Telephone 579 Yes 22
———)
( Lose 562
Yes 1157 Mo 540
wWin 300 Whn 12
In-Person 578 Yes 164
———)
Continue 8,500 Lose 566
No 402
S
Yes 2.937
————b
No 1,743
Beneticiacy 16,000
No 4,806
Win 1
Telephone 10
Lose 9
Yes 56
Lose 800
Win "
NO 744
in-Person 46
Lose 35
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Appendix IV
Estimates of the Potentlal Effect of Lowering
the Threshold for Access to an ALJ

]
Figure IV.5: Expacted Qutcomaes for Physicians at a $100 ALJ Threshold

Expected Qutcomes per 10,00G Clarmants

Type of Claimant On-the-Record Optional Cavrier Ty_pc of (arricr Canigv Fair . Appesiad to AL
Hearing Decision Fair Hearing Fair Hearing Hearing Decision
Win 12
Telephone 39 — ves 15
Lose 37
Yes 263 No 12
win 300 win 10
In-Person 162 Yes 35
Continue 8,700 i Lose 152
No §7
Yes 1.740
No 8.439 '
Physician 10,000 No 5.699
bt

wWin 3
Telephone 29
| Lose 26
Yes 40
Lose 1,000
wWin 1
No 360
In-Persan 1
Lose 10
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Appendix IV -

-Estimates of the Potential Effect of Lowering

the Threshold for Access to an ALJ

Figure V.6: Expected Qutcomes for Nonphysicians at a $100 ALJ Threshoid

Expected Outcomes per 10,000 Claimants

On-the-Record

Type of Claimant
Heating Decision

Win 930

Continye 7.700

Nonphysician
y 10,000

Lose 1,400

Qptional Carrer Type of Carrier Carrier Fair Appealed to ALY
Fair Hearing Fais Hearing Hearing Decision
win a5
Telephone 249 Yes 1]
(e e
Lose 204
Yes 462 No 171
win 26
p———
In-Person 213 Yes 103
Lose 137
No 84
Yes 1,232
No 7,238
No 6.006
Win 4
Telephone 23
Lose 20
Yes 58
Win 1
No 1,302
_— . - In.-Persan 74
Lose 73
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United States
General Accounting Office
Washington, D.C. 20548

Human Resources Division
B-234417
July 16, 19490

The Honorable Lioyd Bentsen
Chairman. Committee on Finance
United States Senate

The Honoravle John D. Rockefeller, IV

Chairman, Subcommittee on Medicare and
Lons Term Care

Committee on Finance

United States Senate

The Honorable Dan Rostenkowski
Chairman, Cominittee on Ways and Mzans
House of Representatives

The Honorable Pete Stark
Chairman, Subcommittee on Health
Committee on Ways and Means
fH{onse of Representatives

As agreed with your offices, this study provides information on the
changes in claim volume and outcomes at the carrier level following
recent changes in the Medicare Part B zppeals process.! This report also
provides information regarding the requirement that a claimant appeal
an adverse decision to the carrier before being permitted to appeal to a
federal administrative law judge (ALJI} when the disputed amount is
more than $560. Further, it assesses the potential change in the ALl
caseload if the disputed amount threshold was lowered.

This report also fulfills our mandate under the Omnibus Budget Recon-
ciliation Act of 1987 (P.L. 100-203, section 4082 (d)). The act directed us
to stucy the cost effectiveness of the Health Care Financing Administra-
tion's (HCFA's) requirement that Part B cases go through a hearing at the
carrier .evel before they are appealed to an ALJ.2

"The imnal determenations atviut coverage for particular services and the amount of payment for
Part B clazms are made by carriers, such as Blue Cross: Blue Shield or other commercial insurance
comparies, which are generally perfonning rhis function undei contract to the Health Care Financing
Admunistratier

A separate report provided statistical information on the ALJ hearings process, including the
number and status of ALD cases filed. the outeome of cases by type of heanng, and the time requured
to complete the heanng priwess. See Statistics on the Part B Adminsstrative Law Judge Hearings
Provess 16GAQ HRD-O0-18. Nov 2R, 1980)
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Background

Title XVIII of the Social Security Act authorizes the Medicare Part B
program to provide supplemental medical insurance coverage for most
individuals age 65 and older. HCFA, within the Department of Health and
Human Services, administers the Medicare program. In fiscal year 1989,
Part B covered approximately 32.4 million enrollees and paid benefits of
about $38.7 billion.

The Medicare program provides specific appeal rights for Part B claim-
ants, These are the individual beneficiary or a medical provider such as
a physician, laboratory, or supplier of medical equipment or services. At
the inception of the program, Part B claims were not accorded the same
appeal rights as Part A claims (the hospital insurance portion) because
they were expected to be for substantially smaller amounts than Part A
claims. In addition, Part B claims are far more numerous than Part A
claims =nd this posed the possibility of a substantial workload if judi-
cial review was accorded to all of them.

Recent legislative and administrative changes were made in the appeals
process because claimants expressed concerns about the fairness and
adequacy of the Part B appeals process. For example, claimants were
concerned that the hearing officers at the carrier level were not objec-
tive because their continued employment may depend on the carriers’
being satisfied with the decisions they render. To attempt to resolve
claimants’ concerns about the Part B process, the Congress changed the
process to make it more like Part A by adding appeal options beyond the
carrier. Review of Part B claims by an ALJ is now available if the dis-
puted amount is $500 or more and judicial review is available if the dis-
puted amount is $1,000 or more.? A claimant can combine denied claims
to meet these limitations.

The 1987 legislative change and the need for program economies
prompted HCFA to revise the way carriers processed appeals.

Part B Appeals Process
Before 1987

Before 1987, the appeals process worked as follows. First, the claim
underwent 2 “carrier review,” which is a review of written case docu-
mentation by a claims processor other than the one that made the “ini-
tial claim determination.” If the carrier review decision agreed with the
initial determination and the amount in dispute was at least $100, the

*The Ommbus Budget Reconcihation Act of 1986 (1' L. 99-509, section 8341). amending the Soctal
Securnty Act. The change was effective January 1, 1987
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case couid be appealed to the next level, a hearing ufficer, also at the
carrier.,

At the hearing officer level, claimants could select one of three types of
“carrier fair hearings’: on-the-record,* telephone, or in-person. On-the-
record hearings involved evaluations of the written case documentation
that did not provide claimants an opportunity io give oral testimony. If
claimants chose on-the-record hearings, they could not subsequently
request a telephone or in-person hearing. There wcre no appeal options
beyond the carrier level. (See figure I.1 for an illustration of the hearing
process in effect until January 1, 1987.)

Part B Appeals Process
as of 1987

The legislative change authorizing appeals to an aLl became effective
January 1, 1987. HCFA required that cases go through a carrier fair
hearing befrre being appealed co the ALJ, but HCFA did not change the
way apprals were processed within carriers.

In 1988, however, HCFa changed the appeals process within carriers. It
required, with some exceptions, that cases go through an on-the-record
hearing before being appealed. As before, claimants initially choosing an
on-the-record hearing could not subsequently request a telephone or in-
person hearing. If disputed amounts were still over $5600 after the
hearing, claimants could then appeal to an ALl

Claimants initially requesting a telephone or in-person hearing, how-
ever, now had to go through the on-the-record hearing. After that
hearing, for disputed amounts of at least $500, these claimants could
either go to the requested telephone or in-person hearing or appeal

. directly to the aLJ. The on-the-record hearing requirement was phased in

by cariters from April to June 1988. Figure 1.2 shows the appeals pro-
cess after the legislative and administrative changes.

HCFa officials state that the mandatory on-the-record hearing was intro-
duced to expedite cases and to reduce cosgs by directing cases away
from the more lengthy and expensive telephone and in-person hearings.
Representatives for the Nationa! Senior Citizens Law Center testified
before the House Judiciary Committee, however, that the on-the-record

YHCFA also refers to these as “oni-the-record deasions.™
*Oversight heanng va the adyudicatory procedure of the Department of Health and Human Services,

Subcommutter on Adrunistratise Law and Governmental Relations. House Judiciary Commiitee, June
27, 1988
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Jbjective and
Methodology

E]

hearing step often is a source of confusion about appeal rights and con-
tributes to the overall delay in the review of Part B claims. They also
testified regarding concerns about the effect of on-the-record hearings
on the rights of claimants not represented by legal counsel. For example,
they believed that claimants might erronevusly perceive that the on-the-
record hearing is the end of the appeals process. The representatives
expressed further concern about the possibility of bias in an in-person
hearing because the person assigned to review an on-the-record hearing
decision may in some way be influenced by knowing that another
hearing officer (supposedly at the same level of authority and compe-
tency) has already denied the claim.

The objective of our review was to gatier information on the changes, if
any, in claim volume and outcomes following the addition of the ALJ
appeal options and the introduction of mandatory on-the-record hear-
ings to the Medicare Part B appeals process. Specifically, we sought to
determine (1) the changes in outcome of cases reviewed by claims
processors and hearings officers; (2) the changes after the introduction
of mandatory on-the-record hearings in the volume and outcome, by
ciaimant group, of cases reviewed by hearings officers; (3) the expected
effect on claim volume and outcomes of lowering the ALJ threshold from
$500 to $100, which is the current AL} threshoid for Part A cases; and
(4) the congressional intent in establishing the monetary threshold for
claimants appealing to an ALlJ.

To determine the changes in case outcomes, we obtained quarterly data
from HCFa for the period October 1984 to March 1989 for cases at dif-
ferent stages in the appeals process. To determine the changes, by
claimant.group, after the introduction of mandatory on-the-record hear-
ings in the volume and outcomes of cases reviewed by hearings officers,
we ¢btained individual case data for the period January 1987 vo March
1989 from 47 of the 51 Medicare carriers. We categorized claimants into
three groups——beneficiaries, physicians, and nonphysicians—and ana-
lyzed data obtained from the carriers for cases decided before and after
the introduction of mandatory on-the-record hearings. The ‘‘before™
analysis inchudes cases reviewed from the introduction of the AW
hearing option on January 1, 1987, to the time each carrier introduced
the mandatory cn-the-record hearings (during the period April to June
1988). The “after” analysis includes cases reviewed by each carrier
from the time each carrier introduced the mandatory on-the-record
hearings to March 1989, the most current data available at the time we
collected data from the carriers. (See appendix II for our case-sampling
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Results in Brief

methodology and appendix III for the survey form sent to the carriers,)
We did not assess the extent to which other factors, such as case com-
plexity, case merit, or carrier policy might have affected case volume or
outcomes.

Using the data obtained from the carriers, we estimated the potential
effect on each claimant group of lowering the ALJ threshoid to $100. To
do this, we assumed that the pattern of decisions and appeals at a $100
threshold would be the same as it was for the actual cases we reviewed
that were subject to the $500 limitation. See appendix IV for a descrip-
tion of this analysis and its r-sults.

We also interviewed HCFA program operation maragers and several car-
riers about recent changes in the Part B appeals process. In addition, we
reviewed statutes. regulations, legislative history, and court decisions to
determine the congressional intent in establishing the $500 ALJ
threshold.

We performed our work between July 1988 and December 1989. We did
not verify HCFA or carrier-provided data. With that exception, we per-
formed our work in accordance with generally accepted government
auditing standards.

The results of our review are provided in detail in appendix 1. In sum-
mary, the percentage of cases receiving a telephone or in-person hearing
at the carrier decreased after the introduction of the mandatory on-the-
record hearings, while the percentage of cases appealed to ALJs
increased. The percentage of hearing-officer decisions that resulted in
payments to claimants also decreased after the on-the-record hearing
was made mandatory. More specifically:

1. There was little change in the percentage of decisions for or against
claimants in initial carrier determinations or carrier reviews by claims
processors. (See figs. 1.3 and 1.4.) However, the percentage of carrier
hearing-officer decisions against claimants increased after the introduc-
tion of mandatory on-the-record hearings. (See fig. [.5.)

2. Data obtained from Medicare carriers for the period January 1987
through March 1989 show that the largest percentage of cases reviewed
before and after the introduction of the mandatory on-the-record hear-
ings invoived physicians. (See fig. 1.6.) After HCFA introduced mandatory
on-the-record hearings:
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Conclusions

The percentage of cases that had such hearings increased from 71 to 100
percent, as expected. Among the claimant groups, cases involving non-
physicians had the greatest increase. All claimant groups experienced a
decrease in on-the-record hearing decisions resulting in payment to
claimants. However, after on-the-record hearings were made mandatory,
decisions involving physicians resulted in payments more frequentiy
than did those for the other claimant groups. (See figs. [.7 anG 1.8.)

The percentage of cases that had a telephore or in-person hearing
decreased from 29 to 6 percent, with the nonphysician claimant group
experiencing the greatest decrease (from 38 to 6 percent). The per-
centage of telephone or in-person hearing decisions resulting in pay-
ments to claimants also decreased from 61 to 38 percent. Again, the
nonphysician group experienced the greatest decrease (from 70 to 40
percent). (See figs. 1.9 and [.10.)

The percentage of cases appealed to ALJs increased from 11 to 13 per-
cent. Cases involving beneficiaries experienced the gieatest increase
(from 11 to 16 percent). (See fig. [.11.)

3. Lowering the ALJ threshold to $100 could be expected to increase the
number of Part B cases appealed to ALIS to about 21 percent. {See fig.

[.12.)

4. The congressional intent in establishing a $500 threshold for AL:
appeals i3 unclear. Court opinions initially differed on whether the Con-
gress intended such claims to bypass carrier fair hearings. However, a
recent federal district court appeal decision concluded that HCFA's
instructions requiring claimants with disputed amounts of at least $500
to go througn a carrier fair hearing before proceeding to the ALJ were

valid.

The revisions to the Part B appeals process have been in effect for a
short time and more time is needed to determine if the changes we
ooserved will persist. The revisions appear, however, to be fulfilling
their intended purpose of reducing the number of telephone ard in-
person hearings at the carrier level and providing an opportunity for
claimants to appeal beyond the carrier level. If the ALJ threshold was
lowered to $100 to correspond with that currently used in the Part A
appeals process, the number of cases appealed to ALJs could be expected
to increase substantially.

The percentage of carrier hearing decisions resulting in payments to
claimants decreased after the introduction of mandatory on-the-record
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hearings. Because we did not have case-specific data, we cannot elimi-
nate the possibility that other factors, such as case complexity, case
merit, or a change in carrier policy, may have influenced the changes we
are observing.

As agreed with your offices, we did not obtain written agency comments
on this report. However, we discussed its contents with HCFA officials
and incorporated their comments where appropriate.

We are sending copies of this report to the Secretery of Health and
Human Services, the Administrator of HCFA, and other interested parties,
and we will make copies available to others on request.

Please call me on (202) 275-1655 if you or yous staffs have any ques-
tions about this repcrt. Other major contributors to this report are listed
in appendix V.

Linda G. Morra

Director, Intergovernmental
and Management Issues
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Appendix [

Part B Changes Appear to Be Fulfilling
Their Purpose

Medicare Part B claims are submitted to carriers for payment for health
b How the Appeals care services provided under the program. The initial determination on
Proce«s Changed coverage and amount of payment is made by a carrier claims processor.
If a Medicare Part B claimant—an individual beneficiary or a medical
provider such as a physician, laboratory, or supplier of medical equip-
ment or services—is dissatisfied with the initial determrination, the
Medicare program provides specific appeal rights. At the carrier level,
claims processors and hearing officers have key roles in the appeals pro-
cess. As shown in figure 1.1, before January 1987, claimants had no
options for appeal beyond the carrier level.

! Because claimants expressed concerns about the fairness of the process
i described above and its limited opportunities for appeal two significant
legislative and administrative changes were made.

First, effective January 1, 1687, the Congress provided options for
claimants to appeal to an ALJ and, ultimately, to the federal courts.!
Although these options made it possible for cases to be appealed beyond
the carrier, the Congress limited access to these levels of review by
establishing disputed amount thresholds—$500 for appeal to an ALl,
and $1,000 for appeal to the federal courts. With this change, HCFA
required all cases to go through a carrier fair hearing before being
appealed.

Second, in 1988. HCFA required that essentially all cases involving $100
or more go through an on-the-record hearing before they became eligible
for a telephone or in-person hearing.? Implementation of these require-
ments was phased in by carriers during the period April to June 1988,
Figure 1.2 shows the appeals process after the changes were made.

!The Omnibus Budget Reconciliation Act of 1986 (P.L. 99-509, section 9341), amending the Social
Secunty Act

2Exceptions allowed by.HCFA for carners not conducting on-the-record hearings are when (1) the on-
the-record hearing will significantly delay the in-person hearing requested, (2) the facts of the case
can only be developed through oral tesumony, and (3} a differ=nt hecring official is nt available to
conduct in-person hearings.
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Purt B Changes Appesr to Be Fulfilting

Their Purpose

Figure |.1: Medicare Part B Appeais
Process Before Januatry 7, 1987

Medicare
Part B clavm

+

'mitiai carrier 2
determination Claim pawd

Claim denved

Carrier review i
Clam pard
Claim dermed

Dispute $100 Dispute less than $100 -
or mare no further appeal

On-the-record,

telephone, or In-

erson hearnn

P 3 Claim pad

Claim denmed

-
| Case closed I

Notes

t A carrier review 15 3 review of written case documentation by a claims processor other than the one
that made ine wutial determinahon

2 Claimants coutd select one of three types of heanng officer reviews all of which were referred to as
“carner faw heanngs * The croes were “'on-the-record,” “in-person. " ar “lelephone ~ The on-the-
record heanngs were evaluations of the wntten case documentation, which did not prowde claimants
with an opportunity to make an oral presentation or give testimony (HCFA alse refers to these as "'on-
the record decisions ) Further, ¢ clkaiments selected the on-the-record hea.ing, they could not subse-
quently request an 1n-person or teiephone heanng

3 Throughout the process, ciaims may be dismissed by carners for procedural reasons, such as missed
tiing deadines, or be withdrawn by the claimants.

4 A claimant may combine dered claims to meet rmonetary thresholds

5 At each level of review the determiniation made al the prior leve! of review may be attirmed in whole
in the carner s favor (claim dered) of reversed 1N whaie of in part in the clamant s faver (claim paid).

§ Disputed amounl’’ refers to the difference between the amount billed and the amount allowed less
unmet deductiole and cainsurance As the case goes through the process the disputed amount may be
reduced if decisrans result in parhal payments of the disputed amount

7 HCFA procedures allow for the reopening of cases under imited circumstances and for the accept.”
ance of appeals filed 1ate where " good cause ' 1s shawn
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Appendix 1
Part B Changes Appear tc Be Fulfliling
Their Prerpose

gure 1.2: Medicara Part B Appeals Process After Addition of ALJ and Mandatory On-the-Record Hearings
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Appendix i
Part B Changes Appear to Be Fulfllling
Their Purpose

Combined Effect of
Changes on Case
Jutcomes at the
_arrier Level

Notes

1 A carrner raview 15 a review of written case documentation Dy a ¢laims processor other than the one
vho made the imtial determination

2 Allcases appealed alter the carner review, with some exceplions are requited o go through the on-
the-record carnier fair heanng Clawnants intiaily requesting the on-the-record heanng cannat subse-
quently request a teiephone or in-person heanng

3 Throughout the process. claims may be dismissed by carrers for procedural reasons, such as missed
filing geadlines or be withdrawn by the claimants

4 A clamant may combine demed claims to meet monetary threshoids

5 Ateach level of review, the geterminaion made at the prior level of review may be atfirmed in whole
n the carmer s tavor (Claim denied) of reversed in whole of in part in the clamant's favar (claim paid}

6 “Disputed amount” refers to the ditference between the amount tilled and the amount allowed less
unmet deductiple and consurance As the case goes through the process the disputed amount may be
reduced it decisions result in partial payments of the disputed amount

7 Any claim appealed to a Social Secunty Administration {SSA) ALJ can be further appealed to the SS4
Appeals Council

8 HCFA pracedures allow for the reopening of cases under imited circumstances and for the accept-
ance of appeals filed late where "'good cause™ is shown

To detact changes in case outcomes that could be attributed to the intro-
duction of mandatory on-the-record hearings and the addition of an aLJ
appeals option to the Medicare Part B appeals process we analyzed HCFa
data on cases reviewed and case outcomes for the period October 1984
through March 1989, aggregated by guarter for all claimants. We
focused our analysis on three key steps at the carrier level: the initial
claims determination, the carrier review of the initial determination, and
the hearing officer review. There was littie change in the percentage of
claims denied in the initial determination by claims processors after
introduction of the ALJ appeais option and the mandatory on-the-record
hearings.? (See fig. 1.3 and table I.1.)

_3Staustical tests Lo determine if a significant difference in case outcomes existed after the introduc-
tion of the ALJ appeals option and mandatory on-the-record carrier fair hearings were found to be
nappropriate for the HCFA data because of the few data poirits available after the changes were
made
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Figure 1.3: Claims Denied in Initial Determinations by Claims Processors, for All Claimants (Oct 1984-Mar 1989)

50  Percent of Claims Flled per Quarter
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] ALJ hearing option introduced on January 1, 1987
E:] Mandatory "on-the-recerd” carrier fair hearings were phased-in by carriers during the period April 1 - June 30, 1988
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Table I.1: Ciaims Denied in tnitial
Determinations by Claims Processors,
tor All Claimants (Oct 1984-Mar 1989)

Number of claims
Denied In
Fiscal year/quarter Processed whole or in part Parcent
1985
1st 60,958,580 10,620,677 17.4
2nd 66,759,955 10,429,709 15.6
3rd 68,562,820 10,316,489 15.0
4th 70,935,968 11,122,829 15.7
1986
1st 70,766,370 12,487 655 17€
2nd 69,624,439 11,792,653 16.9
3rd 76.337.481 12,508,596 1 ﬁ
ath 82120878 13,925,276 170
1987
1st 77,273,969 14,224 381 18.4
2na 84,850,180 15,744,599 18.6
3rd 87,724 456 15,140,895 175
41h 88,413,489 14,979,330 16.8
1988
- 1s 88.,445920 16,187.746 183
2nd 94,248 452 16,072,492 171
3rd 97,799,881 15,887,506 16.2
4th 96,422,182 16,591,504 17.2
1989
1st 94 607,707 17,133,378 18.1
2nd 101917076 18,381,551 18.C

At the carrier review level, after the legislative and administrative
changes were made, the percentage of cases dismissed or withdrawn
increased, particularly after the introduction of mandatory on-the-
record reviews. However, the data give no indication of a significant
change in the percentage of carrier reviews that affirmed or reversed
the initial determination.* (See fig. 1.4 and table .2.)

iStarstical tests to determine if a significant difference in case outcomes existed after the introduc-
tion of the ALJ appeals option and on-the-record reviews were found to be inappropriate for the
HCFA data because of the few data points avzalable after the changes were made.
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Figure 1.4: Quicome of Cases Reviewed by Claims Processors, for All Claimants (Oct. 1884-Mar. 1989)

100 Percent of Reviewsd Cases per Quarter

,---------------ﬁ-.-.-__,---.._----—

T ------‘---.-...---------—--'-’

20
0 - .
1838 1906 1987 1988 1969
Fiscal Year

——— Reversed in whole or in pant (in clamant's favor)
maww Affirmed (notin claimant’s tavor)
mommm Dismissed o. withdrawn

l ALJ hearing option introduced on January 1, 1987
Mar Jatory “on-the-record”™ carrier fair hearings were phased-in by camiers during the period April 1 - June 30, 1588

Note These are administrative reviews of the clamants paperwork made by a carrier claims precessor
other than the one whe made the snvhal claims payment or coverage determinations.
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Table 1.2: Cutcome of Cases Reviewed by Claims Processors, for All Claimants (Oct. 1984-Mar. 1989)

Review decisions
Reversed in whole
Number of Affirmed or in part Dismissed/withdrawn
Fiscal year/quarter reviews No. Percent Ho. Percemt No. Percent
1985
1st 808.590 329,637 408 476,644 59.0 2,309 03
2nd €.5.333 364,739 386 577.109 610 3,485 04
3rd 979.316 357 491 365 618,140 63.1 3685 04
4th 1.002.787 363,718 363 633.925 63.2 5144 Q5
1986
st 1,035,263 380,558 38 643.115 62.1 11,583 11
2nd 1.182,726 436,750 369 738,396 62.4 7.580 c6
3rd 1.119.511 451818 404 658,674 588 9019 08
4th 1.230.776 502,773 409 722347 587 5.656 05
1987
Tst 1.158 441 466,414 403 686 655 53.3 5372 05
2nd 1.324 846 550,127 415 767.808 58.0 5911 05
3rd 1,455,168 569,124 381 878555 604 7,490 05
4th 1.538 966 636,058 413 388,286 578 14,622 1.0
1988
1st 1,237,490 490852 397 726,457 587 20181 16
2nd 1,351,742 571618 423 745,209 652 33.825 25
3rd 1 519,662 632.225 417 845,357 556 42,080 28
ath 1,596.937 702.986 440 841,076 527 52875 33
1989
' 1st 1,314,340 555714 423 702,759 535 55.867 43
2nd 1,.34,.360 550,426 411 706.401 52.7 83,533 6.z

At the hearing-officer levei, the percentage of cases affirmed by carrier
hearing officers increased after the introduction of mandatory on-the-
record hezrings. (See fig. L5 and table 1.3.p

SStatistical tests to determuine 3f a signuficant difference existed in the percentage of cases affirmed
after the introduction of the ALJ appeals option and on-the-record reviews were found to be inappro-
priate because of the few data points available after tie introduction of these changes.
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Fligure 1.5: Outcome of Cases Reviewed by Hearing Officers, for All Claimants (Cct. 1984-Mar. 1989)

100  Percent ol Reviswed Cases per Quarier
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———  Reversed in whole o7 in part {in claimant'c favor)
wwmw Affirmed (not in claimant's favor)
wmmmmm  Dismissed of withdrawn

| ALJ hearing option introduced on January 1, 1987
Mandatery “on-the-recorg” carrie” fair hearings were phased-in by carriers during the period April 1 - June 30, 1588
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ible 1.3: Outcomn of Cases Reviewed by Hearing Officers, for All Claimants (Oct 1984-Mar 1989)

Review Decisions
Reversed in whole
Number of Aftirmed of in part _Dismissed/withdrawn
scal year/quarter reviews No. Percent No. Percent No. Percent
e L
- st 7.354 2046 278 3477 413 1.831 249
D 7 650 2054 268 369 484 1.927 252
T g T T T T T e 2.107 256 3.690 448 2434 296
T am Ty 133 2686 3,467 477 1,871 257
s
T 704 1.729 240 339 47 2 2,066 28.7
TTTTTTond T T aee7 2,161 26 1 369 46 2.431 293
T3a 9175 2219 a2 YY) 456 2774 302
T 10,606 2555 241 5405 510 2,646 249
g ... )OB0e @99 .
1st 9,590 1976 206 4,608 481 3,006 313
2nd © 10,288 2536 247 4590 446 3,162 307
3rd 13,598 3976 292 5,679 418 3,943 290
- atn T T T 14890 3762 53 7312 491 3816 256
e
T e T 13679 3,644 266 6.344 464 3.691 270
T 2nd 17,277 4597 26.6 7.979 462 4,701 272
T Tad 17,952 5,830 328 7 385 IR 4677 26.1
ath 18.724 7.239 8.7 7223 386 4262 228
19
1st 14819 5,236 353 6,285 424 3,298 223
2nd 15873 5525 348 6.274 395 4074 25.7

hanges in Cases
sviewed by Hearing
fficers After the
itroduction of
andatory On-the-
acord Hearings

Data obtained from 47 Medicare carriers indicate that the majority of
cases reviewed by carrier hearing officers before and after the introduc-
tion of mandatory on-the-record hearings involved physician claims.
However, the percentage of physician and beneficiary claims reviewed
decreased after the introduction of the mandatory hearings, while the
percentage of claims involving nonphysicians showed the only increase
(from 10.4 to 16.2 percent). (See fig. 1.6. and table 1.4.)
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jure 1.6: Hearing Officer Reviaws, by
almant Group {Jan. 1987-Mar. 1989)

Percent of Reviswed Cases
50

40

0

Claimant Group

:] Before Mandatory OTR Hearings
{ After Mandatory OTR Hearings

Note Rewviews Dy carrier heanng officers include “on-the-racord,” “"taiephone,” and “In-peraon’” carrier
fair hearings
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lable .4: Hearing Officer Raviews, by
Slaimant Group (Jan 1987-Mar. 1989)

Cases reviewed

Befora After
Claimant group Number Parcent Number Percent
Beneficiaries 10.000 400 7,600 36.2
Physicians 12.400 496 10,000 476
Nonphysicians T 2,600 104 3,400 16.2
All claimants 25,000 100.0 21,000 100.0

Mote These data reflect the numher of cases. rounded to the nearest hundred, that were reviewed by
noaring officers al the carness participating in our study The “'before” analysis includes cases reviewed
fr¢ 7 the introduchion of the ALJ appeals aptiun on January 1, 1987, 16 the time each carner introcuced
the nandatory on-the-record hearings {sometime during the period Apl to June 1988) The “after”
analysi includes cases reviewed Dy each carmer from the ime each camer introducad the mandatory
on-the-record heanngs 1o March 1989, the most current data avatlable at the ime we Zollected data
from the carriers

Before the introduction of the mandatory on-the-record hearings, 70.8
percent of all cases had an on-the-record hearing at the carrier level
compared with 100 percent when these hearings were made mandatory.
While a greater percentage of cases for all claimant groups had an on-
the-record hearing after they were made mandatory, cases involving
nonphysicians had the greatest .ncrease. (See fig. 1.7 and table 1.5.)
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igure |.7: On-the-Record Hearings, by
laimant Group (Jan 1987-Mar 1989)
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Note An on-therecord carner fair hearing 1s an evaluation of wriiten case documentation by a carner

neanng oft.cer

able I.5;: On-the-Record Hearings, by
laimant Group (Jan 1987-Mar 1989)

Before After
On-the- Ori-the-
Total record Total record
Claimant group cases hearings cases hearincs Percent
Beneficianes 10,000 6.500 7,600 7,600 1000
Physicians 12,400 9.600 10006 10,000 100.0
Nonphysicians _ 2800 1600 3,400 3,400 1000
All claimants 25,000 17,700 21,000 21,000 1%0.0

The percentage of on-the-record hearings that resulted in payments to
claimants was greater for all three claimant groups before these hear-
ings were made mandatory. Physicians had the highest percentage of
favorable decisions (70.8 percent). After the introduction of mandatory
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on-the-record hearings, physicians still had the highest percentage of
favorable deisions (47.0 percent) while all claimants had a favorable
rate of 41.9 p-ercent. (See fig. 1.8 and table 1.6.)

Figure 1.8: On-the-Record Hearing
Decisions Favoring Claimants, by
Clsimant Group (Jan. 1987-Mar 1983
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- Atter Mandatory CTR Hearings

Note An on-the-ecord ' carref far heanng 1$ an evaiuation of wntten case documentation by a carrer
hearing officer

Table 1.8: On-the-Record Hearing
Decisions Favoring Ciaimants, by
Claimant Group {Jan 1987-Mar. 1989)

-

Before After
Claimant Cases Favorabie Cases Favorable
group reviewed decisions Percent reviewed decisions Percent
Beneficianes 6.500 3,400 523 7.600 2,600 342
Physicians 9.600 6.800 08 10,000 4,700 47 0
Nonghysicians 1,600 1,100 €88 3,400 1.500 441
All claimants 17,700 11,300 63.8 21,000 8,800 41.9

Note For this analys's a favcradble decsion 1s dehined as one that reverses. in #hole or in nart, the
carrier s 9Nor decisivn and resuits n 4 0z rment io *he claimant
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The percentage of cases that had a telephone or in-person hearing
ranged from 22.6 percent for physicians to 38.5 percent for nenphysi-
cians before on-the-record hearings were made mandatory. By compar-
isun, after these hearings were made mandatory, the percentage of cases
having a telephone or in-person hearing was significantly lower for all
three claimant groups—3.2 percent for physicians, 5.9 percent for non-
physicians, and 9.6 percent for beneficiaries. (See fig. 1.9 and table 1.7.)

Figure 1.9: Telephone and In-Person
Heerings, by Claimant Group
{Jan. 1987 Mar. 1999)

30 Percent of Al Cases

40

f ;f 7 ff

Claimant Group ' .

[ Before Mandasry OTR Hearings
BB 7t vandaiory OTR Hearings

Note Telephone " and “In-person carner far heanngs are conducted by a camer heaning officer and
provide claimants with an opporiuruty 1o grve oral testimony.
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ﬁu 1.7: Telephone and In-Parson

Heari
{Jan. 1

s, by Claimant Group
7-Mar. 1933)

Before Atter_
Claimant Total and?\'-.p‘:hr:on: Total deh-pomn
group cases hearings Percent cases hearings Percent -
Beneficianes 10.000 3,400 340 7.600 730 96
Physicians 12400 2800 226 10,000 320 32
Nonphysicrans 2,500 1,000 385 3,400 200 59
Al claimants 25,000 7,200 28.8 21,000 1,280 8.0

The percentage of telephone and in-person hearing decisions resulting in
payments to claimants decreased from 61.1 to 37.6 percent after on-the-
record hearings were made mandatory. The greatest change involved
cases filed by nonphysicians. Favorable decisions for this group
decreased from 70 to 40 percent. (See fig. 1.10 and table 1.8.)
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gure 1.10: Telcphém and in-Person
saring Decisions Favoring Claimants,
¢ Claimant Group {Jan. 1987-Mar 1983)

100 Percent of Reviewed Casen

A4

Claimant Group

/7

D Betore Mandawry OTR Hearings
B 2t vancaory OTR Hoarings

Note. “Telephone ™ and “In-person’ carrier far heanngs are conducted by a carmer hearing officer and
provide clarmanis with an gpportunity to give oral testimany

ble 1.8: Telephone and In-Person
1aring Decisions Favering Claimants,
Claimant Group (Jan 1987-Mar 1989)

Before After
Cases Favorable Cases Favorabls
Claimant group reviewed decisions Percent reviewsd decisions Percent
Beneficianes 3,400 1,600 471 730 200 274
Physicians 2,800 2,100 75.0 320 190 59.4
Nonphysicians 1,000 700 70.0 200 80 40.0
All clsimants 7,200 4,400 61.1 1,250 470 ars

Note For this analysis a faverable dec:sion 1s defined as one that reverses, in whotle or in part, the
carner s prior decision and results in a payment to the claimant

A higher percentage of cases was appealed to ALJs by all three claimant
groups after on-the-record hearings were made mandatory, with
optional telephone and in-person hearings at the carrier. The greatest
change was in beneficiary cases; about 16 percent were appealed to an
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ALl after on-the-record hearings were made mandatory, compared with
11 percent before. For all claimants, the percentage of cases appealed to
ALls increased from 10.8 to 12.9 percent. (See fig. .11 and table L.9.)

Figure 1.11: Appeals to an ALJ, by
Claimant Group (Jan. 1987-Mar. 1989)

50  Percent of Al Cases
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B 4o Mendaney OTR Hearings )
Table 1.9: Number of Appeals to ALJ, by r
Claimant Group {Jan. 1987-Mar. 1989) Before After
Totat  Appeal Total Appesl
Ciaimaat group cases toanAlLJ Percent cases toanALJ Percent
Beneficianes 10,000 1,100 "o 7.600 1,200 158 F
Physicians 12,400 1,500 121 10.000 1.300 13.0
Nonphysicians 2.600 100 38 3,400 200 59
All ctaimants 25,000 2,700 10.8 21,000 2,703 12.9
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The expected percentage of cases appealed Lo ALJs would be much
greater if the Part B a1 threshold was lowered from $500 to $100 (the
threshold used for access to AlJs under Part A). At the $500 threshold,
we estimate that 11.5 percent of cases would be appealed to ALJs, while
at the $100 threshold, about 21.1 percent of cases would be appealed.
(See fig. 1.12 and tabie 1.10. Also see figs. IV.1-IV.6.)

Figure 1.12: Expected Appeals to an ALJ
at Different Thresholds, by Claimant
Group

50 Percent of Ail Expected Cases

VAT A §

Note Currently, lo appeal to the ALJ under Medicare Part B the disputed amount must be $500 or
more In contract. to appeal to the ALJ under Medicare Part A (hospital-related services), the disputed
amount mast be $100 or more
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Table 1.10: Expected Appeals to an ALJ
at Ditferent Thresholds, by Claimant
Group

Congressional Intent
Regarding Use of
Carrier Fair Hearings
for Claims Appealed to
ALJs

At 3500 threshold At $100 threshold

Expected Expected

Totai ALJ Total ALJ
Claimant group cases appeais Percent cases sppesls Poreof.!_t
Beneticianes 10,000 1.579 158 10.000 3.123 312
Physicians 10,000 1.269 127 10,000 1,840 184
Nonphysicians 10.000 604 60 10,000 1.368 13.7
All claimants 30,000 3,452 1.5 30,000 6,331 211

Note For this analysis, we assumed that the pattern of decisions and appeals for 10,000 cases for each
clamant group at a $100 ihreshold would be the same as it was for tha actual cases we reviewed that
were subject to the $500 threshoid

Although the Congress originally intended to eliminate carrier fair hear-
ings for ciaims involving disputed amounts of more than $600, and
allow them to proceed directly to an ALJ, subsequent events make it dif-
ficult to determine whether that continues to be the congressional
intent.

The Cmnibus Budget Reconciliation Act of 1986 amended the Social
Security Act to give Part B claimants the right to ALJ hearings for dis-
putes where the amount in controversy exceeded $600. After the
amendment was enacted, HCFA issued instructions requiring claimants
with amounts in controversy of more than $500 to have a carrier fair
hearing before proceeding to the ALIL" A federal district court found that
the Congress had intended the 1986 amendment to foreclose the use of
carrier fair hearings for these claims.’

In 1987, the Congress amended that part of the statute which prescribes
that carriers must provide a fair hearing for Part B claims between $100
and $500. This was a technical amendment, making no substantive
change in the law. However, it was made at a time when the Congress
knew of HCFA's interpretation of the carrier fair-hearing requirement
and was aware of the litigation. Subsequently, the district court, which
had heard the original suit, concluded on rehearing that the 1987
amenrdment, in effect, ratified the position of HCFA and that the instruc-
tions were valid.” The decision was based on the fact that the Congress,
knowing of the dispute, had refrained from changing the law. The U.S.

“Medicare Manual Instructions, para. 1201 58,

Tlsaacs v. Bowen, 683 F. Supp. 930). 834 (8D N'Y 1988).

BMedicare Manual Instructions. at 935.
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Court of Appeals for the Second Circuit, hearing an appeal of the dis-
trict court decision in 1989, upheld this district court decision.?

The Court of Appeals found that the Congress had an opportunity to
eliminate the carrier fair-hearing requirement in 1987, when it amended
selected aspects of the provision, but did not clearly do so. The court
believed that the 1987 act gave an “affirmative, legislative indication™
of the Congress’ willingness to leave the fair-hearing requirement in
place, at least until we completed our study. The court found *a visible
expression of congressional approval of the agency’s position.”

The legislative history and the ianguage of the law provide support for
the conclusion that the courts ultimately reached-—that the Department
of Health and Human Services, and thereby HCFA, may require claimants
to have a carrier fair hearing before going to an AL}—but they do not
permit a definitive conclusion about congressional intent. However, even
if legislative intent to preclude carrier fair hearings for claims over $500
was clear in 1986, as the courts thought, the Congress' action in 1987
and the Court of Appeals’ opinion in 1989 make it difficult to conclude
that this remains the legislative intent.

flsaacs v. Bowen, 865 F. 2d 468 (2d Cir. 1989).
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Case Sampling Methodology

To determine the changes after the introduction of mandatory on-the-
record hearings in case volume and outcomes at the carrier levei for
each claimant group, we obtained individual case data from 47 of the 51
Medicare carriers for the period January 1987 to March 1989.) During
this period, the AL appeals option was in place and the on-the-record
hearings were made mandatory.

We asked carriers to separate cases considered when on-the-record hear-
ings were mandatory from those considered before the carrier imple-
mented HCFA's on-the-record hearing requirement. The carriers entered
case data on two forms that we pretested at carriers in New York, Mas-
sachusetts, and Maryland. (See appendix 1l for the data collection

forms used to obtain individual case data.)

Of the 47 participating carriers, 6 indicated that they were unable to
provide data on all cases for the 2-year period because a large nuruber of
cases were involved, they did not have an automated filing and retrieval
system, or both, However, these six carriers provided data for a sample
of cases randomly selected in accordance with our instructions.

We constructed a final data set consisting of the universe of cases for 41
carriers and a sample of cases for 6. In total, data were collected on
about 18,000 individual cases. We weighted the sampled cases from the
6 carriers using the weights shown in table II.1.

Table I1.1; Weights for Sampled Cases in
Six Carriers

- < -~ - |
Sampled case weights

Carrier - 1987 1988
A 1000 870
B - 389 489
c 303 59.0
D T 242
E o B a7 436
F 49 491

2Data for 1987 were not avaliable

The estimates of case outcomes obtained through this analysis are sub-
ject to error because of the sampled cases. At the 95-percent confidence

iWe did not obtain data from three carmers representing Prudential of Amenca be-ause they discon-
tinued participating in the Medicare Part B program in late 1988. We aiso did not obtain data from
one Aetna carrier because of its limited Part B appeals activity.
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Case Sampling Methodology

izvel, the error range does not exceed plus or minus 4 percent ir any of
uur estimases.
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Survey Form Sent to Medicare Part B Carriers

SURVEY OF MEDICARE
PART b HEARING OFPICE CASES
WITH A DATE OF SERVICE ON OR AFTER
JANDARY 91, 1987

YNTRODUCTION

This survey is being conducted by the U.S. General Accounting
Gfficea (GAO) for the U.S. Congress. The results will be used to
help determine the effects of changes in the Medicare Part B
hearing appeal process. Your help is needed in order to
complete this project successfully. You may wish to consult with
the person(s) who track and administer your case load statistics
when addressing these data requests.

!

Before you begin, please check for accuracy purpos2s, your NAME,
TITLE, and ADDRESS on the attached letter introducing our survey
and make any corrections in the space provided below:

NAMFE :

TITLE :

ADDRESS :

CITY : :

Also, if applicable, please list any other pertinent Carrier
officials extensively involved in managing Medicare Part B fair
hearing (CFH) appeals:

NAME

TITLE

lease provide a telephone number{s} where you and, if
applicable, the other involved manager can be reached, if we have
any questions about your responses.

PHONE :

PHONE

PLEASE RETURN THIS SHEET WITH THE SURVEY FORMS., THANK YOU
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Appendix II1
Survey Form Sent to Medicare Part

B Carriers
INSTRUCTIONS
Enclosed are two data collection forms i.e., schedules -- each

requesting Medicare Part B claimant and Carrier fair hearing
information.

The first form: Form A, relates only to those Medicare Part B
—— . .
~ases with a 'date of service' {incurred by the claimant) cn or
after January @1, 1987; but, not beyond the processing date used
by Carriers in implementing the Heaftﬁ Care Financing
Administration's (HCFA) Part B Interim Guidelines - Hearings and
Appeals., The zforementioned guidelines suggested an effective
date of no later than May 81, 1988, and instituted a general
requirement {(with minor exceptions) for conducting a mandatory
on-the-record hearing, whether or not an in-person or telephone
hearing is requested, In the space provided below, please
indicate Carrier implementing date for instituting HCFA's
interim guidelines: (month) {day) (year).

The second form: Form B, pertains to only these Medicare Part B
cases with s 'date of service' on or after January 81, 1987, and
those considered by the Carriers under HCFA's implementing
interim guideliunes which require mandatory on-the-record
reviews, whether or not an in-person or telephone hearing is

requested.

For the specific information requested under each column in the
two schedules, refer to detailed instructions provided belo',
Once you have completed the survey forms/schedules, place then in
the pre-addressed envelope and mail them as soon as possible, but
no later than March 27, 1989%9. Also, if vou have any questions or
problems with the survey, call Joe Faley or Claude Hayeck collect
at (202) 523-8666.

PLEASE RETURN THIS SHEET WITH THE SURVEY PORMS

THANK YOU FOR YOUR COOPBRRATION!
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Appendix [II
Survey Form Sent to Medicare Part
B Carriers

SPECIFIC INPORMATION

Refer to designated column title headings, Please note that
information below identified by an asterisk (*) only applies to
Form B for recording mandatory on-the-record reviews.

Case Reference Number:

Identify by either an in-house control number (preferable
identifier) or a number in descending order for those cases
listed, Also, depending upon the Carrier, tha term "case® is
sometimes used interchangeably with the term "claim®, use either
for your listing purposes, but for whatever definitional reference
number terminoclogy used, please identify as such and be consistent
in its usage

Type of Claimant:

Identify .y a check mark the type of claimant requesting a
hearing, i.e., beneficiary and provider with the latter further
classified as either physician or non-physician (including durable
egquipment suppliers, laboratories, etc.)

Number of Claims In Each Case:

Identify the number of claims combined by the claimant to reach
the required $108 dollar threshold. Also, refer to "COL 1"
discussion on case versus claim terminolougy.

Original Dollar Amount In Controversy:

Identify the original dollar amount in dispute at the time of the
hearing request.

Mandatory On-The-Record Review Decision:

Identify the on-the-record-review decision as “"totally

favorable” only if the amount in controversy is totally upheld or
decided in the whole amount for the claimant. Likewise, identify
any total reversal as "totally unfavorable," For all other
claimant rulings involving partial amounts upheld in the favor of
the claimant, identify as a "partial" decision, Also, when you
pre-determined that a formal hearing was necessary, identify
these cases as "exempted" from an on~the record review.

Dollar Amount In Controversy After The Mandatory On-The Record
Review:

Identify the remaining dollar amount in controversy after the on-
the-record decision
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Appendix 111
Survey Form Sent to Medicare Part
B Carriers

Claimant Continued With Fo.mal CFH Appeal?:

Identify by a yes or no answer

Type of CFH:

Identify what type of formal hearing the claimant reguested. 1In
the situations where mandatory on-the-record raviews were already
held, the telephone and in-person formal settinys are the only
options available to the claimant.

CFH Decision:

Identify the Carrier fair hearing decision as “totally
favorable™ if the remaining dellar amount in controversy is
totally upheld in the favor of the claimant, otherwise, identify
any total reversal as "totally unfavorable" and any partial
decision as "partial."

Date of CFH Decision
Identify by day, month, and year.

Dollar Amount In Controversy After CFH Decision:

Identify the remaining dollar amcunt in controversy after the
Carrier fair hearing decision,

Appealed To ALJ?:

Identify by a check mark whether, to your knowledge, claimant
requested a hearing by an Administrative Law Judge (ALJ).
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Appendix 11

Sun ey Form Sent 1o Medicare Part

B Camery
FORM A Page t of |
Type of . ‘ Appesied
Claimant Type of CFH CFt Decision Doliar 1o
(Check Cnly One) Number Onginat (Check One) (Chack Ona) 0 Amount ALJ?
Provider ot Dollar ;;‘ n {Chack One)
Casa # Claims Amount . CFH Controversy
E = c in in H < - ri Decision After
u 2 E Case Controversy P a 2 3 £ CFH
< g g 2 i L 1z2l 5| 28 Dect
v - & -3 = ] = ecision
- 21 &2 28| = $ 153 5|3z " o
a g | 2% S *® E |22 ) & | E5 ] 2
FORM B Page 1 of 2
Iype of Continued
Claimsint Mandatory On-The-Revord Dollar With CFH
(Check Onty One) Review Decision A th Appeal 7
Humber Original {Check Only One) maount In ppeal?
Provider of Dollar Controversy {Check One)
Case # Claims Amount - After
E c c in in ° 3 - Mandatory
o 2 = Case Controversy 3 _ £ £ On-The-Record
< .g’ 2 >8 = 23 £ Decision
Q - -
$ - z3 5 1 22 s " o
© a zZa v a 2> w * z
FCRM B (Continued) Page 2 of 2
Type ot
CFH CFH Decision Dollar ?"o"ﬁi'.fi’
(Check One) (Check One) Amount in Date of Check On
Case # ° Controversy CFH {Check One)
b c v z After CFH Decision
° < 2 < Decision
& £ EX A >3
y & 53¢ £ =8
=2 - > 1 - “
C £ 2 [ 235 # 2
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Appendix IV

Estimates of the Potential Effect of Lowering
the Threshold for Access to an ALJ

I'smg the data obtained from the carriers. we applied actual conditional
probabilities to a hypothetical set of 10,000) cases tor each claimant
group to assess the potential effect of lowering the AL threshold to
100 That means that at each of the 47 Medicare carriers participating
i our study, woe looked at the actual cases and what happened to them
at cach point in the appeals process. We then assumed for this analysis
that 10.000 cases coming into the appeals process in the futore for cach
clanmant group will act in the same way as the actual cases we reviewed;
that is. under the same appeals process rules, future cases will have the
same patterns of “win,” Ucontinue.” and “lose” as did the actual cases
we reviewed. In these analyses,

“win' denotes a decision that reselts in a pavment to a claimant,
“eontinue” denotes a case in which the ciam is totally or partially
upheld in the carrier’s favor and the disputed amount is equal to o2
greater than the monetary threshold for appeal to an ALl and

“lose” denotes a case in which the claim is totally or partially upheld in
the carrier’s favor but the dollar amount remaining in controversy is
less than the monetary threshold for appeal to an ALy,

The results of the conditional probability analyses are shown below for
cuch claimant group for a $500 threshold (figs. IV.1-IV.3Yand a $100
threshold (figs. IV.3-1V.6).

‘Conditional probubilities represent the likelihood that an individual ciumant possesses a particular
trait or set of trants relited to different decisions w the carmer hearing process. For example. @ dis-
crete probability would show the likelihood of being a phy sician ctvpe of claamant b who selected g
telephone carner fair heanng (type of heanng b bost the decision. and deaided to appeal that decision
toan ALJ The probambty i this example s conditional because 1t inclides or s condittonal on all
egriier probabiities. That s, the probabilities of being a phy siclan. having a telephone heaning, fosing
the hearing. and deciding te appeal are mdephed together to obtam the final conditional probability
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Appendix IV

Estimates of the Potential Effeci of Lowering
the Threshold for Access 10 an AL

. ________________________________________________________________|
Figure IV.1: Expected Outcomes for Beneficiaries at a2 $500 ALJ Threshold

€xpected Outcomes per 10.000 Clasmants

Type of Claimant

deneticiary 10000

On-the-Record Optional Carrier Type of Carrier Carrier Faiv Appeaied to ALJ
Hearing Decision fair Hearing Far Hearing Hearing Decition
win 9
Telephgone 293 Yes 11
Lose 284
Yes 585 No 273
wWin 300 Win 6
In-Person 292 T ves 83
Continue 4,500 Lose 286
No 203
Yes 1,485
No 3915
No 2430
Whn 4
Telephone 62
Lose 58
res 164
Lose 5.200 I
No 4836 b i
in-Persan 302
tose 233
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Appendix 1Y
Eatimates of the Poiential Effect of Lowering

the Threshaoid for Access toan ALJ

Figure IV.2: Expected Outcomes for Physicians at a $500 ALJ Threshold

Expected Qutcomes per 10.000 Claimants

Type of Claimant On-the-Record Optional Carrier Type of Carnier Cartier Fair Appealed to ALJ
Hearng Deasion fair Hearing Fair Hearing Hearing Decision
Win 8
Telephone 68 Yes 19
(e
Luse &d
ey 130 No 50
- S,
wWin 3160 Win ?
P
in-Person 112 Yes 59
ey
Continue 6,000 Lose 105
No {3
Yes 1.200
No 5.820
Physician 10,000
No 4620
IR ——
VWin 13
Teigongne 108
[ Lase 95
Yes 148
Lose 3.700 [
—_ Yyin 3
No 35952
tn.Parsgn 20

Ltose 35
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Appendix IV
Estimates of the Potentiel Effect of Lowering

ehio Thoaob ald Pom Aanuca 02 an A1 [
UAE LIUTBLUIG 1UI ATUTERe W) ik fsiar

e

Figure IV.3: Expected Outcomes for Nonphysicians at a $500 ALJ Threshold
Expected Outcomes per 10,000 Claimants

Type of Claimant

Kanphysican
¥#$8.000

On-the-Record
Hearing Decision

Win 0

Continye 3,400

Lose 5,700

Qptional Carrier Type of Carner Carrier Fair Appeaied to AL
Fair Hearing Fair Hearing Hearing Decision
win 20
Telephone 110 Yes 14
—————bp
Lose 90
Yes 204 | No 76
Win 11
In-Person 94 Yes a6
e
Lose 83
No 37
Yes 544
No 3,196
No 2,652
wWin 15
Telephone 96
Lose at
Yes 399
win 3
No 5.301
In.Person 303
tose 300
—
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Appendix 1V
Estimates of the Potential Effect of Lowering
the Threshold for Access 1o an AL)

Figur IV.4: Expected Qutcomes for Beneficiaries at a $100 ALJ Threshald

Expected Outcomes per 10,000 Claimants

Type of Claimant On-the-Record Optional Carrier Type of Carrier Carrier Fair Appealed to AU
Hearing Decision Fair Hearing Fair Hearing Hearing Cecision
Win 17
Telephone 579 Yes 22
P — )
Lose 362
Yes 1157 No 540
wWin 300 wWin 12
e
in-Person 578 Yes 164
————————3
Continue 8,900 Lose 566
No 402
Yes 2,937
)
No 7743
Beneficiary 10,000
No 4,806
-
Win 1
Telaphone 10
Lose 9
Yes 56
Lose 800
Win it
No 744
— In-Persan 46
Lose 35
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Appendix I'V
Estimates of the Potential Effect of Lowering
the Threahold for Access toan ALJ

Figure IV.5: Expected Outcomes for Physiclans at a $100 ALJ Threshold

Expected Qutcomes per 10,000 Claimants

Type of Claimant

Physicoan 10,000

On-the-Record
Hearing Decision

Win 300

Centinue 8,700

Lose 1,000

QOptional Carrier Type of Carrier Carrier Fauw Appesisd ta AL}
Fair Hearing Fair Hearing Hearing Decision
win 12
Telephone 99 Yes 1S
P, Y
Lose 87
Yes 261 No 12
win )
i in-Person 162 Yes 85
— )
Lose 152
No 67
Yes 1,740
—p
No 8.439
No 6,699
win 3
Telephane 29
Lose 26
Yes 40
win 1
No 360
‘n-Person 1
Lose 10
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Appendix [V
Estimates of the Potential Effect of Lowering

the Threshoid for Access to an ALJ

Figure IV.6: Expected Outcomes for Nonphysicians at a $100 ALJ Threshols

Expected Qutcomes per 10000 Claimants

Type of Claimant On-the-Record QOptional Carrier Type of Carrier Carrier Fair Appealed to ALJ
Hearing Decision fair Hearing Fair Hearing Hearing Decision
win 45
Telephong 229 Yes 32
—p
Lose 204
Yeas 462 No 171
win 900 wWin 26
In-Person 213 ves 103
Continue 7,700 Lose 187
NO 84
Yes 1,232
Nonphysician No 7.238
10,000
No 6.006
Win 4
P
Tetephone 24
Lose 20
—_
Yeas 38
Lose 1,400
wWin 1
Mo 1,302 —e
n-Person 74
Lose 73
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Appendix V

Major Contributors to This Report

Human Resources susan D Kladiva, Assistant Director, (202 426-5246
by Juseph I Faley, Evaluator-in-Charge

DIVISIOH, William A. Eckert, Social Scienee Analyst

Washington’ L.C. kKevin 3. Dooley, Design and Data Analyst

Claude B. Haveck, Evaluator

Office of the General Jonathan . Barker, Attorney-Advisor
Counsel,

Washington, D.C.

118241) Page 47 GAO/HRD-90-57 Part B Changes to Medicare Appeals Process







Ordering-Information . -

The first five copies of each GAO report are free. Additiona) copies
are $2 each. Orders should be went 1o the following address, accon
panied by a check or money order made out to the Superintendent
of Documents, when necessary Orders for 100 or more copivs to be
mailed to a single address are discounted 25 percent.

U.S. General Accounting Office
P.0. Box 6015
Gaithersburg, MD 20877

‘Orders may also be placed by calting (202} 2756241



United States . ‘ . ) M -
General Accounting Office : p‘i:?;:éa;:x?;i d
Washington, D.C. 20548 . ” cATY o w
. GAQ y
Official Business ' ?('rmlt No. G100
Penalty for Private Use $300 '
;g 4
oY
~ \ .
-~ -
. - .
P - \
- -
- ; -
/\ ) .

")





