USOORE44419E
(19) United States
a2y Reissued Patent (10) Patent Number: US RE44,419 E
Goodwin 45) Date of Reissued Patent: Aug. 6,2013
(54) SYSTEM AND METHOD FOR ELECTRONIC 6,343,271 Bl 1/2002 Peterson et al.
REMITTANCE NOTICE ANALYSIS 6,393,404 B2 52002 Waters et al

2002/0019754 Al 2/2002 Peterson et al.

: : 2002/0035488 A 3/2002 Aqula et al.
(75) Inventor: Bently C. Goodwin, Memphis, TN (US) 2002/0049618 Al 42000 MecClure et al.
_ _ 2002/0062235 Al 5/2002 Wahlbin et al.
(73) Assignee: Remitdata, Inc., Memphis, TN (US) 2002/0128883 A 9/2002 Harris
(21)  Appl. No.: 13/481,263 OLHER PUBLICATIONS
_ In the U.S. Patent and Trademark Office, Office Action in re: U.S.
(22)  Filed: May 25, 2012 Appl. No. 10/783,324, dated May 12, 2009, 19 pages.
Related U.S. Patent Documents In the U.S. Patent and Trademark Office, Notice of Allowance 1n re:
_ U.S. Appl. No. 10/783,324, dated Feb. 5, 2010, 11 pages.
Reissue of:
(64) Patent No.: 7,725,335 * cited by examiner
Issued: May 25, 2010
A_PPI- No.: 10/783,324 Primary Examiner — John Pauls
Filed: keb. 20, 2004 (74) Attorney, Agent, or Firm — Patton Boggs LLP
U.S. Applications:
(60) Provisional application No. 60/449,030, filed on Feb. (57) ABSTRACT
20, 2003. A system and method for analyzing electronic remittance
(51) Int.Cl notices (ERNs) 1s provided. The system includes a database
(;,1 08 0 4 000 (2006.01) component and a processor component for determining
Y US. Cl ' benchmark, for both denial rates and/or days sales outstand-
(52) USP C ' ~05/4 ing, weighted average values for a particular provider and
S e :.”.””. .......................................... Weighted average aggregate Values based OI] a plurality Of
(58)  Field of Classification Search providers ERN claim adjudication information. The ERN
USPC s SIS 705/4 information may originate from one or more third-party pay-
See application file for complete search history. ers for claims for medical products or procedures. The
56 Ref Cited weighting of these values may mimic or approximate a par-
(56) eferences Clite ticular healthcare provider’s mix of medical products and/or
services to provide much more meaningiul information. This
U.S. PALENT ?OCUMENTS benchmark values may be compared to various other ERN
253 (5)233313 i i lg iggg larter et ai* *********************** 705/2 metrics of ERN claim adjudication information to compare to
e tarter el al. aggregate healthcare provider information. Equalizer values
5,915,241 A 6/1999 Giannini
5970463 A 10/1999 Cave et al. may also be calculated, analyzed and compared.
6,208,973 B1* 3/2001 Boyeretal. ............ccc....... 705/2
6,341,265 Bl 1/2002 Provost et al. 60 Claims, 12 Drawing Sheets
10
THIRD PARTY PAYER /
32 34
16 o,
ELECTRONIC REMITTANGE | | |
SUBMIT ELECTRONIC NOTICE ANALYSIS SYSTEM I
CLAIM REMITTANCE - UPDATE DATABASE WITH | |
PATIENT 'NDTICE (ERN) NE&I 1E“ :ESEHOI\S%CE % i 2 |
14 SERVICES HEALTHCARE | R JTAT:EOE AND I3
10 PROVIDER AGENT INITIATES ANALYSIS OF PROVIDER E : {:;—';
PATIENT 20~ | compuTER | TRANSHIDS BN OF | INFORMATION iR
| REMITTANCE NQTICE |
12/ 18~ AG ENﬂ 30 DATABASE
T4 L. —
N R SR S 1
1 40 42 44
Ny v v/
I D30 DENIALS OTHER I
' \_REPORT REPORT REPORTS\ |
I AVERAGE -AVERAGE I
TRANSMIT ANALYSIS/ | WEIGHTED WEIGHTED |
COMPARISON INFORMATION i
TOPROVIDER  TF5 77777777 T T




US RE44,419 E

Sheet 1 of 12

Aug. 6, 2013

U.S. Patent

r ' NOLLVINHOJNI NOSIHVAINOD
| 3LHIIEM- [ (AILHDIEAM [ /SISATYNY LIWSNYYL
“ J9VHIAY-\ \ JOVHIAV \ |
_
1 \S140d3Y 140434 14043y 1\ .
|} H3HLO STVINAC 0sqg || | [ OIA
| _
. 7 |
"u 7474 Ot .“
IR FUNRU RN -t -—-
_ ISVavLva |- 0¢ ¢k
| | IDI10N JONVLLINIY
_ | = DINOY19313 |
S!1e NOILYWHOANI | 40 NOISSIWSNVHL _ (NI LY
=D ONV NOLLYLNdINOJ JYYDHLTYIH $39IAY3S
= | S 3DILON IONYLLIWIY i
O _ m OINOH194314 M3N (N43) ID1L0ON 1 INdI1Vd
| HLIM 3Svav1lva 31vddn * JINVLLINIY _.__\./____\Mm_._.dw
| W41SAS SISATVYNY 43110N JNOYH1O3T13
|| 3ONVLLINZY QINOH103T3 | ,
vl o1
ASAS
y HIAVd ALYVd QHIHL
Ol

I_____ o ....._I H3QIAOHd OL _




U.S. Patent Aug. 6, 2013 Sheet 2 of 12 US RE44,419 E
\
NATIONAL AVERAGE
ob 02

2 TEM | DENIAL RATE | WA RATE DSO WA DSO
24 1231 20% 1 6% 50 4.0 8%
1232 21% 0.6% 51 15 3%

1233 12% 0.6% 39 2.0 5%

0.4% | 40 . 3%
1235 4.0% | 83| g 3 10%

1236 1.7% 50 36| 6%

1237 1.2% | 55 28 5%
1239 0.3%T 43 09

1240 0.3% a7 11 3%

1241 2.7% | 3 9.6 30%
o] AVG 22% 18.6% 5

FilG. 2



U.S. Patent Aug. 6, 2013 Sheet 3 of 12 US RE44,419 E
70
\ /2 g0
| CUSTOM
PROVIDER A RENCHMARK
78
76 DENIAL | PERCENT | DENIAL
1231] 53
1232 49 -
3 2
2% 1%
% 2.0% 4.2
0% 0.0% 0.0
18% 1.8% 6.5

CUSTOM
74 FPROVIDER B BENCHMARK
ITEM

DENIAL

DENIAL PERCENT
0a%| 1
1232 18% | O 4% 0.9 2% 0.4% | 1.0
12% |  02% | 39 0.8 2% | 02%| 08
1234 8%| 04%| 32 1.6 5% | 07%| 2.0
12351 28% |  08%| 62 1.9 3%| 12%| 25
1236 26%| 65 5.2 8% | 22%| 4 8
1237 0.6% | 50 1.5 _ 0.7%
1238 22%| 36
1239 1.2% | 36
1240  13%| 1.3% 37 1%
1241 10%| 1.0% 33 0.9%

24.3% 48 |8

FIG. 3

2 100% | 27.6% [::97:




US RE44,419 E

Sheet 4 of 12

Aug. 6, 2013

vy OIA

vy ‘914 OL

_

%6 CC

%9 8Y

%0'6¢

1G

GO+

y1EC3

£EC €3

| 882°6%

OLI

YHOTHM (L3S MOT) IW3H AONLS | 000X

I ABODALVD JVINNE0S TVHd1INS
SHLLY HIV N034-534Hd 034IM0d

¢y 1vd
£.¢0d

Wl Ll

VIV /M dAINd NOISNAN! TVH3ILINT | <0064

[617d
6190

Qdd WJ00L-¥Z 105 TvH41INIdvd
d N 10S HNI 10431Ng 1V

OITNVHAAH 1417 IN3JI1Vd | 0£903

U.S. Patent

929'6$ AL AHOD3LYD IVINAHOA TvH3ING | ¥SLyd
65.'7$ 616'GS 0 N 105 HNI NOHE INNIdOHLYYdI | vp9.r
Sy0's$ [ 90€'9$ ~ 3/3NODINIS SISTHLSOHd 1Sv3Hs | 0£081
66'9$ | 986'/3 901'E1$ 3104d WD00L < 10S VYILNIEvd | 66118
%9'G %Y bE G6 9/z | 900'8$ (2LELLS 150'07S SdI¥1S INIDVIH/3SOONTH A001d ﬂ
%062 | %S08 v 01z |5e588 | vBO'LIS | #Ge'BLS Q3X14/1SNPaY ONIAT104 YIHTYM | SE103
%6 08 %8 82 G 951 | vor'es 660218 | 2.1'8LS (X4 AUNOILYLS HIYHO JA0NINOQ | £9103
%E 82 %92 8ECELS | 220'0rS | HIVHO13IHM GHVYONYLS a
%G5S | %92 9g6'LLS | BEL'EES 0 43d JWNd ddNS 0334 vH3INI | SE0ve
%8 72 [ %0°v2 GBZ'71$ 266°26$ | AHO93LYD IVINWHOS TVY3LINT | 0GLrE
%8 € %0EY e5L'} _ P38'9L$ 88Y'2.$ 20 SN0ISYY 318VLHO0d | 1€403
%2 b2 (01| %BZE (O | 815 |zlo'ees V80'LL$ LLYIN /M H10313-IW3S 038 dSOH | 09203
%9'0Z %G L (EpLL | 828°6L13 057’ L6ES 2 L ~~ HOLVHINIONOD NIDAXO | 06€13
h%ﬁ STVINIA | SWIV1D a3nig NOILdI40$3a SOdOH
0 961 JHNAID0Hd AG
Vel ¢él 0¢L  8LL  S3alvgIvINGG 911 ¢l 4%



US RE44,419 E

Sheet Sof 12

Aug. 6, 2013

U.S. Patent

4y DIH

€L
G56'S0ES

82l

LL7'86€S

990°91$ 6LG°6919%

9zl

£16'vGE | 092'966'81$ | £98°119'62$ | 222'862° 16 | <~26}

O}

s

766 ¢60° 1$

V101 ONVHY TVNOILVN

V101 ANVYHI HAWOLSNI

Sd3HLO

G052 100W WOH 8Y1H0d dWNd NOILONS | 00903
G9Y'ES 310d A
0G1'G$ 20 QINOIT AYYNOILLYLS
Lip'1$ 00%'S$ OLLV1S dNd SN4NI TYHILNTHYd
G5 L' 19 bb'ls | 685TLS YINNNYO HINNI AWOLSOIFHOVYL | €29V
129L1s [ €513 0£9'Z$ X08 43d S13ONV1 | 652hY
68114 /8" 1$ 96828 | DINOILYHISININQY TvH3LN3HVd | peey8
vZZ'1$ [ 08S'LS 206'7$ %02 SOIdI110S TvHIINIEYd | 98149
[SLE'1S 10813 9/6°¢$ HLLVIN /M LH HYA 038 WLIISOH | 65203
v05'1$ L16'LS J91'GS 1150d/5538d MO 8HOT3FHM Qvd | 26103
285' 1 15613 /18'L$ JNOH HOLINOW 3S03NT9 00078 | 20903
024 13 627’23 659'L 13 NOISS3HdNO0D HLIM Y3ZVTNE3N | 02503
970 '2$ | €29°C8 dIVd "INJIWHIVLLY 133HM HIHTYM | G103
€22'28 8v8'Z$ ~ YH8 ANOLO3LSYW | 00087
ey 914 NOYA



US RE44,419 E

Sheet 6 of 12

Aug. 6, 2013

U.S. Patent

b6l
D¢ ODIA as ‘914 0L e
69 G9Z'G$ HHOTHM (1v3S MO'1) INH ONLS { 000X
el 8Z£'8$ I AH093LYD IVININLOS TWHILIN3

iii 20/ 991°GS SHLLVIAl HIV N034-S34d GIHIMOd

VIV /M dIANd NOISNANI Tvd3 1N
_0dd W3J001-FZ 10S 1YHIINIHYd
- an 10S HNI 1043LN8TY
~ DNNVYQAH 1417 IN3JILYd

iiﬁ 150'83 A AH093LYD IVINNHOS TYHILNI

w [se [ez  [osrvs  [oo0es | 00705 HNINOHE WNIdOBLVE

V6 ETR A 92028 3/INODIIS SISTHISOHd 1SVIHd

GeL syl 1S |6v£'98 3104d 9001 < 10S TVHILNIHVI
/8 BN SdldLS INI9YIH/ISOINTD 40078 | €52v
28 9t 1 G/5'8% 902'21$ A3XI4/LSNrQY 9NI104 Y3NTYM | GE103

T v06'213 OXd AUNOILYLS HIVHD JA0WW0D

BE G20'618 | 4IVHO133HM QUVONY.LS

m G9 178'GZS 0 43d dWNd ddNS (334 TYHILNT
ﬁ 296'0v% | AHOD3LYD IVININHOA TYHIINT

p3Q'9LS 20 SN03SY9 I18Y1HOd

LIVIN /M d13313-IW3S Q39 dSOH | 09204
891 — HOLVHINIONQOD NIODAXO | 06€ 13

8286113

JYNOILLYN | HAWO01S5NI
91 .

. TRECTELC SWNIV 1D 1IvVd ad41119 NOLLdIBISHd SOdOH
SOd0H A9

851 Wl 22y 0zl 0S039vhIAv 9L 211 viL



US RE44,419 E

Sheet 7 of 12

Aug. 6, 2013

U.S. Patent

vG|
qs "OJd e
09/'866'8L | ¥£2'922'ce | <~0/1 VL0L ANVHS TYNOILYN
79|
GG6'G0E 9£8°929 ~ 7IV.0L ONVHD HIW0LSND
E AR LR 8.0 19 SHIHIO

pg 101 vl (G613 C1p'1$ YINNNYD YINNI AWOLSOIHOVHL | €290V

pl
€L {29113 X089 H3d SL1IONV1 | 652KV
M NOILVHLSININGY TvHILNIHYd | veeya

%02 SQIdI 10S TYHILNIHYd | 981p8
YLLYW /M 1H BYA (138 TYLIdSOH | 55203

11S0d/5S34d MO YHO133HM QVd | 26103
IWOH HOLINOW 3S0IN19 G008 E
NOISSIHANOD H1IM H3ZING3IN | 02503
687 €% HIVd ‘INIWHOVLLY TAIHM HIHTYM | 55103
0Z6'€$ vHg ANOLOILSVIN ﬁ

—— ——————y

eG OI4 INOYA




U.S. Patent Aug. 60,2013 Sheet 8 of 12 US RE44,419 E

179 FIG. 6
N AVERAGE DSO RESULTS
~ALL REMITDATA CUSTOMERS
240 —
200 §$
\
160 \§
120 \Q
> _;’l‘m\
~—1 g7 69 ;
40 A L2, I V1~ O o
“ANNNNv 47 /\ ‘
WEANEIINZS57 I B DN .
LOWEST TOP  TOP AVERAGE HIGHEST
/  10% 25% MEDIAN BOTTOM YOUR
174 / / 25% RESULTS
176 178
180 FlG. 7
“\ CUSTOMER DENIAL RATES
ALL REMITDATA CUSTOMERS
50 1 ‘t\\\\‘s
45 \
40 1 g
35 TTTTT §
30" ZELY N\
251 S ———— \
20 1 24 25 / Em
13
1517 11 16
PR AN
LOWEST TOP  TOP AVERAGE
/ 10% 25% MEDIAN BOTTOM YOUR

182 / / 25% RESULTS
184 186



U.S. Patent Aug. 60,2013 Sheet 9 of 12 US RE44,419 E

220

\

222~|  RENDER PRODUCTS/
SERVICES TO PATIENT

188 224
\ SUBMIT CLAIM TO MEDICARE

—
o
i

TOP 25% BOTTOM 25% RECEIVE ELECTRONIC
226~

REMITTANCE NOTICE
FROM MEDICARE

-9.8

TRANSMIT ELECTRONIC

] 228~  REMITTANCE NOTICE TO
_y ELECTRONIC REMITTANCE
192 NOTICE ANALYS!IS SYSTEM

730 UPDATE DATABASE
N WITH NEW ELECTRONIC
REMITTANCE NOTICE

COMPUTE AVERAGE DSO
232" AND WEIGHTED DSO

1838 — .
COMPUTE AVERAGE DENIALS

234 AND WEIGHTED DENIALS

736 PROVIDE OTHER ANALYSIS

GENERATE DSO REPQORT

TOP 20%

R
Cao
o

ENERATE DENIALS REPORT
240" >

,{ GENERATE OTHER REPORTS \
>4 ENERATE O

TRANSMIT REPORTS TO
244 HEALTHCARE PROVIDER

FIG. 9




U.S. Patent Aug. 60,2013 Sheet 10 of 12 US RE44,419 E

DSO PERFORMANCE EQUALIZER

FIG. 10a
% VARIANCE FROM CUSTOM NATIONAL AVERAGE

160% | |

— 133%
300~ l
80%
|
CUSTOM = |
NATIONAL 40% - 314
AVERAGE 304 306 308 310 312
\ N\ | 18%
0% 5
-9% 316 318
-40% AT
302
80% _

BEST TOP TOP  AVG MEDIAN BTM BTM WORST YOUR
10% 25% 25% 10% RESULTS



U.S. Patent Aug. 6,2013 Sheet 11 of 12 US RE44,419 E

DENIAL RATE PERFORMANCE EQUALIZER

% VARIANCE FROM CUSTOM NATIONAL AVERAGE

120%
400~

809%
% +/-
ﬁﬁ%ﬁm 0% | 414 [ 49%
AVERAGE 404 406 408 410 412

N N N W ey,
0% —i/ ’ ' 7
8% (-20% 416 418
-38%
(40)% -52%
- 402
(80)% /

BEST TOP TOP AVG MEDIAN BTM BTM WORST YOUR
10% 25% 25% 10% RESULTS



U.S. Patent Aug. 6,2013 Sheet 12 of 12 US RE44,419 E

FIG. [0c COMPOSITE EQUALIZER

WEIGHTED 75% FOR DENIAL RATES AND 25% FOR DSO

160%

500
S 120%

80%

wir |
CUSTOM
NATIONAL 40%
AVERAGE

o14

0%~

-40%}

-80%

502 I
BEST TOP TOP AVG MEDIAN BTM BTM WORST YOUR
10% 25% 25% 10% RESULTS




US RE44,419 E

1

SYSTEM AND METHOD FOR ELECTRONIC
REMITTANCE NOTICE ANALYSIS

Matter enclosed in heavy brackets [ ]| appears in the
original patent but forms no part of this reissue specifica-
tion; matter printed in italics indicates the additions
made by reissue.

CROSS-REFERENCE TO RELATED
APPLICATIONS

Pursuant to 35 U.S.C. §119 (e), this application claims

priority from, and hereby incorporates by reference for all
purposes, U.S. Provisional Patent Application Ser. No.
60/449,030, entitled System and Method for Electronic
Remittance Notice Analysis, naming Bently C. Goodwin as
inventor, filed Feb. 20, 2003.

TECHNICAL FIELD OF THE INVENTION

This invention relates 1n general to the field of payment
analysis systems and more particularly, but not by way of
limitation, to a system and method for electronic remittance
notice analysis.

BACKGROUND OF THE INVENTION

As with any business, the viability of medical related busi-
nesses require effective practices for the collection of pay-
ments for the goods and services it sells. The medical industry
1s unique, however, 1n that 1t 1s paid, primarily, by the patients
msurers or third-party payers such as Medicare. Unfortu-
nately, satisiying the requirements of any particular insurance
company 1s typically a complex affair that differs from one
isurance company to another.

Insurers and entitlement programs, such as Medicare, here-
after referred to as a third-party payers, may require vast
numbers of forms and procedures to obtain payment for cer-
tain services pertormed or products sold to patients insured or
serviced by these third-party payers. Also, a third-party payer
may pay only a percentage or stated amount for a particular
service or medical product. The third-party payers may pro-
vide an electronic record or file, such as an Electronic Remit-
tance Notice (“ERN”), that details payments made by the
third-party payers to a particular healthcare provider in
response to one or more claims or requests made by the
healthcare provider detailing the products and services the
healthcare provider has rendered to patients serviced by the
third-party payers. The ERN may detail the payment(s) being,
made for particular procedures, which may include goods,
services, medical procedures, medical equipment and sup-
plies (“medical products” or “procedures™) rendered by the
healthcare provider, and other information, such as date and
patient identifying information, healthcare provider identifier
information, date information, procedure information,
denial/allowance information, and additional financial infor-
mation or payment information. Whenever a claim 1s denied,
the ERN also provides detailed reasons and/or codes detailing
the denial.

Unfortunately, third-party payer reimbursements are not
entirely consistent for any particular medical product or pro-
cedure. For example, one healthcare provider may be reim-
bursed for a procedure, while another healthcare provider
may be denied or reimbursed a lower amount for the same
procedure. In some mstances, this may be based on the claims
procedures or claim requests employed by the healthcare
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provider or based on the unpredictability of third-party pay-
er’s reimbursement policies. In either case, the current pro-

cess 1s frustrating and financially detrimental to the health-
care provider.

SUMMARY OF THE INVENTION

The present mvention provides a system and method for

clectronic remittance notice analysis that overcomes one or
more of the problems described above. This allows a health-
care provider to reduce 1ts denial rates for healthcare products
and services it offers to patients. The present invention may
aggregate Electronic Remittance Notice (“ERN”) informa-
tion, which includes claim adjudication information, from a
plurality of healthcare providers to obtain denial rate statistics
and days sales outstanding statistics for analysis and evalua-
tion purposes to allow a healthcare provider to better manage
its reimbursements and payments received from third-party
payers. This often results 1n substantial savings being realized
by healthcare providers.
The present invention may analyze a particular healthcare
provider’s claims and reimbursements and compare this
information with numerous healthcare providers, such as a
nationwide sample, by, for example, generating a customized
aggregate average denial rate and/or aggregate average days
sales outstanding based on the particular healthcare provid-
er’s specific medical product and services mix. In this man-
ner, overall statistical data may be analyzed much more effec-
tively by the particular healthcare provider to 1dentify areas
for improvement 1n claims practices and procedures in com-
parison with healthcare providers having a similar product
and services miXx.

In one aspect, the present invention provides a system for
analyzing healthcare provider reimbursement statistics. The
system includes a database component and a processor com-
ponent. The database component may store or maintain infor-
mation for a plurality of healthcare providers related to a
denial rate and a days sales outstanding for specific medical
products or procedures based on a plurality of claims pro-
vided as part of the ERN information which includes the
claim adjudication information. The claim adjudication infor-
mation may include any of a variety of information such as,
for example, healthcare provider 1dentifier information, date
information, such as when the goods or services were pro-
vided, procedure information that includes a code or the like
to 1dentify particular goods or services being provided,
denial/allowance information, and financial i1nformation.
Demal/allowance information and financial information may
include, for example, the amount billed for a procedure, the
amount allowed for a procedure, the amount paid by a third
party payer for a procedure, and data such as average denial
rates for a healthcare provider or days sales outstanding for a
healthcare provider.

The processor component may be operable to generate an
average denial rate and an average days sales outstanding for
individual medical products or services for a plurality of
healthcare providers and for a particular healthcare provider
of the plurality of healthcare providers for a period of time.
The database component may be further operable to generate
a weighted average denial rate and a weighted average days
sales outstanding for the procedure, such as a medical prod-
uct, for the particular healthcare provider of the plurality of
healthcare providers. The weighted average denial rate and
welghted average days sales outstanding are based on the
relationship of the medical product or service to all other
medical products or services provided by the particular
healthcare provider. A weighting factor may be generated to
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determine the weighted average denial rate and weighted
average days sales outstanding.

In one embodiment, the present invention includes an elec-
tronic remittance notice analysis system that includes a data-
base component and a processor component. The database
component 1s operable to maintain electronic remittance
notice information for a plurality of healthcare providers, the
clectronic remittance notice information includes claim adju-
dication information for a plurality of claims for each of the
plurality of healthcare providers and for a plurality of proce-
dures, the claim adjudication information 1includes informa-
tion for each of the plurality of claims that includes healthcare
provider identifier information, date information, procedure
information, demial/allowance information, and financial
information. The processor component 1s operable to access
the database component and determine, for a period of time
and for a plurality of claims, an average denial rate for each of
the plurality of procedures for one of the plurality of health-
care providers, an average aggregate denial rate for each of
the plurality of procedures for the plurality of healthcare
providers, a weighting factor for each of the plurality of
procedures for the one of the plurality of healthcare providers
based onthe financial information, the processor further oper-
able to determine a weighted average denial rate for the
period of time for the one of the plurality of healthcare pro-
viders based on the weighting factor for each of the plurality
of procedures for the one of the plurality of healthcare pro-
viders, and a weighted average aggregate demal rate for the
period of time for the plurality of healthcare providers based
on the weighting factor for each of the plurality of procedures
tor the one of the plurality of healthcare providers.

In other embodiments, the present mvention mcludes an
clectronic remittance notice analysis system that includes a
database component and a processor component as just
described but used to analyze days sales outstanding values
provided as part of the ERN information. In other embodi-
ments, both denial rates and days sales outstanding values are
analyzed and compared for a healthcare provider.

In still other embodiments or aspects of the present inven-
tion, the electronic remittance notice analysis system the pro-
cessor component 1s Turther operable to determine a percent-
age difference between the weighted average denial rate and
the weighted average aggregate demial rate to generate a
denial rate equalizer. In other aspects, the electronic remit-
tance notice analysis system the processor component 1s fur-
ther operable to determine a percentage diflerence between
the weighted average days sales outstanding and the weighted
average aggregate days sales outstanding to generate a days
sales outstanding equalizer. The electronic remittance notice
analysis system may also be operable to determine a compos-
ite equalizer based on an average of the denial rate equalizer
and the days sales outstanding equalizer. The composite
equalizer may be weighted in favor of either the denial rate
equalizer or the days sales outstanding equalizer.

In one aspect, the average demial rate for the plurality of
healthcare providers (aggregated) and the average demal rate
for the particular healthcare provider 1s defined as the per-
centage of denied claims relative to all claims adjudicated by
the thard-party payer(s) for each of the procedures or medical
product by each of the plurality of healthcare providers and
the particular healthcare provider.

It will be appreciated that 1n some aspects of the mnvention,
claims actually submitted may be the focus of the calculations
and analysis. In the present aspect, however, the calculation 1s
based on claims actually adjudicated, or processed and
responded to, by the third-party payer. Once the third-party
payer, such as Medicare, actually adjudicates and responds to
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a claim, such as by payment of all or part of the claim, or
rejects the claim, the healthcare provider may then meaning-
tully analyze the claim to improve business practices.

In this aspect, the weighted average demal rate 1s dernived
from the average demial rate for the particular healthcare
provider for the medical product or service relative to finan-
cial information, such as the payment percentage based onthe
payments for the particular medical product relative the total
payments recerved for all medical products sold by the health-
care provider.

In another aspect, the average days sales outstanding for
the plurality of healthcare providers and the average days
sales outstanding for the particular healthcare provider for the
medical product may be calculated as the average total num-
ber of days between the date the claims are submitted by the
healthcare provider and financial information, such as pay-
ment remittance by the third-party payer(s) for a particular
type or group of medical products. In other aspects, the days
sales outstanding 1s calculated as the number of days between
the date the medical product or service 1s rendered to the
patient and the date the claim 1s adjudicated by the third-party
payer. The averages for each procedure or medical product
type are weighted based on the importance to the healthcare
provider, in dollars, of each type of medical product relative
to all the healthcare provider’s receipts.

In this aspect, the weighted average days sales outstanding,
1s derived from the average days sales outstanding for the
particular healthcare provider for the particular type of the
medical product relative to the payment percentage, which 1s
based on the payments for the particular type of medical
product relative to the total payments made to the healthcare
provider for all medical products sold by the healthcare pro-
vider. An overall weighted days sales outstanding may be
determined or calculated based on the total of all weighted
days sales outstanding calculated for all or each of the health-
care provider’s medical products.

In another aspect, the processor component 1s operable to
generate a custom aggregate benchmark denial rate based on
the aggregate average denial rate for the plurality of health-
care providers relative to the relationship of the payments
received for the particular type of medical product relative to
all payments recetved for all medical products sold by the
particular healthcare provider.

In another aspect, the processor component 1s further oper-
able to generate a custom or weighted national benchmark
days sales outstanding (“IDSO”) for a particular procedure or
medical product and all procedures or medical products based
on the national or average aggregate DSO for the plurality of
healthcare providers. These averages are then weighted based
on the percentage of all receipts to the particular healthcare
provider represented by each type of procedure or medical
product sold by the healthcare provider. In this aspect, the
processor component may include a comparison component
that 1s further operative to compare the customer benchmark
days sales outstanding information.

In one aspect, the information maintained by the database
component 1s defined as an electronic remittance notice or
ERN provided by one or more third-party payers and includes
claim adjudication information. In some aspects, the ERN
may be thought of as an electronic document. In other aspects,
the procedures or medical products are further defined as
outpatient services, such as, but not limited to medical prod-
ucts or services under Medicare Part B.

In another aspect, the present invention further includes a
healthcare provider system, an analysis system and an agent
in communication with the healthcare provider system. The
healthcare provider system 1s operable to receive the ERN
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information that includes claim adjudication information and
the agent 1s operative to initiate transmission of the ERN
information to the analysis system. The analysis system
including a verification component operative to determine
whether the ERN contains new information and 1s complete,
accurate, balances, and may further analyze the ERN for a
number of purposes.

In one aspect, the present invention provides a method for
analyzing electronic remittance notices. The method includes
receiving electronic remittance notice mformation from a
third party payer, the electronic remittance notice information
includes claim adjudication information for a plurality of
claims for each of a plurality of healthcare providers and for
a plurality of procedures, the claim adjudication information
includes healthcare provider identifier information, date
information, procedure information, denial/allowance infor-
mation, and financial information. The method includes
determining, for a period of time and for the plurality of
claims for each of the plurality of procedures, an average
denial rate for each of the plurality of procedures for one of
the plurality of healthcare providers; and determining, for the
period of time and based upon at least part of the plurality of
claims, an average aggregate denial rate for each of the plu-
rality of procedures for the plurality of healthcare providers.

The method further includes determining a weighting fac-
tor for each of the plurality of procedures for the one of the
plurality of healthcare providers based on the financial infor-
mation; determining a weighted average denial rate for the
period of time for the one of the plurality of healthcare pro-
viders based on the weighting factor for each of the plurality
of procedures for the one of the plurality of healthcare pro-
viders; and determining a weighted average aggregate denial
rate for the period of time for the plurality of healthcare
providers based on the weighting factor for each of the plu-
rality of procedures for the one of the plurality of healthcare
providers. The method just described may also be used 1n a
similar manner to analyze DSO values.

In one aspect, the comparisons that may be provided by the
present invention may be done through a graphical illustra-
tion or chart, while 1in other aspects, the comparison 1s defined
as a columnar illustration of the denial rate and days sales
outstanding.

In another aspect, the present invention analyzes the dif-
ference for one or more healthcare providers between the
customer benchmark denial rate or DSO, which may be
referred to as the weighted average denial rate and weighted
average DSO, respectively, and the custom national bench-
mark denial rate or DSO, which may be referred to as the
welghted average aggregate denial rate and weighted average
aggregate DSO, respectively, so that healthcare provider to
accurately or meamingfully compare healthcare providers,
regardless of differences 1n each healthcare providers” mix or
blend of products and services.

One advantage of the customer and custom national bench-
marks calculations 1s that the weighted average demal rates
and weighted average days sales outstanding comparisons
provide healthcare providers with information specific to
their particular medical business or practice by, according to
one aspect, weighting significant dollar items more heavily 1in
the computation, which provides a customized analysis based
on the healthcare provider’s particular blend of medical prod-
ucts and services.

One advantage of the present invention is that utilizing the
present invention to analyze the ERN provided by the third-
party payer enables healthcare providers to more readily
identify those medical products whose claims have been adju-
dicated by the third-party payer that are not being retmbursed
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equivalent to national averages based on the healthcare pro-
vider’s particular blend or mix of medical products.

Another advantage 1s that the healthcare provider may
more readily i1dentily needs for improved procedures and
more aggressive claims practice for particular medical prod-
ucts and services, and claims based on unusually high denial
rates for claims based on comparison with statistics from a
plurality of healthcare providers.

Other advantages are readily apparent to one skilled 1n the
art and from the following figures and description.

BRIEF DESCRIPTION OF THE DRAWINGS

For a more complete understanding of the present inven-
tion and the advantages thereolf, reference 1s now made to the
following brief description, taken 1n connection with the
accompanying drawings and detailed description, wherein
like reference numerals represent like parts, in which:

FIG. 1 1s a diagrammatic 1llustration of one aspect of an
ERN analysis system constructed in accordance with the
present invention;

FIG. 2 1s an exemplary report generated by the ERN analy-
s1s system for evaluating the denial rates and days sales out-
standing of various claims provided as ERN information 1n
accordance with another aspect of the present invention;

FIG. 3 1s another exemplary report generated by the ERN
analysis system for comparing a particular healthcare provid-
er’s demal rates and days sales outstanding with a custom
benchmark for national average for a plurality of healthcare
providers;

FIGS. 4a and 4b 1s a report illustrating denial rates by
procedure for a select healthcare provider including the cus-
tomer benchmark for comparison with a national benchmark;

FIGS. 5a and 5b 1s a report illustrating average days sales
outstanding by procedure that includes a customer bench-
mark for comparison with a custom national benchmark;

FIG. 6 1s areport graphically 1llustrating average days sales
outstanding for a particular healthcare provider for compari-
son with other healthcare providers;

FIG. 7 1s a report graphically illustrating denial rates for a
particular healthcare provider for comparison with other
healthcare providers;

FIG. 8a1s areport usetul for comparing the performance of
healthcare providers based on each healthcare provider’s

variation of the customer benchmark and custom national
benchmark denial rates;

FIG. 8b 1s another report useful for comparing the perfor-
mance of healthcare providers based on each healthcare pro-
vider’s variation of the customer benchmark and custom
national benchmark days sales outstanding;;

FIG. 9 1s flow-chart illustrating a method for analyzing
clectronic remittance notice information according to one
aspect of the present invention;

FIG. 10a 1s a bar chart that 1llustrates the comparison of a
days sales outstanding equalizer for a particular healthcare
provider to days sales outstanding equalizer information for
other healthcare providers and to aggregated equalizer infor-
mation;

FIG. 10b 15 a bar chart that illustrates the comparison of a
denial rate equalizer for a particular healthcare provider to
denial rate equalizer information for other healthcare provid-
ers and to aggregated equalizer information; and

FIG. 10c 1s a bar chart that 1llustrates the comparison of a
composite equalizer that 1s the weighted average of a days
sales outstanding equalizer and a denial rate equalizer for a
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particular healthcare provider to composite equalizer infor-
mation for other healthcare providers and to aggregated com-
posite equalizer information.

DETAILED DESCRIPTION OF THE INVENTION

It should be understood at the outset that although an exem-
plary implementation of the present mvention 1s illustrated
below, the present invention may be implemented using any
number of techniques, whether currently known or in exist-
ence. The present invention should 1n no way be limited to the
exemplary implementations, drawings, and techniques 1llus-
trated below, including the exemplary design and implemen-
tation illustrated and described herein.

FIG. 1 1s a diagrammatic illustration, according to one
aspect of the present invention, of an ERN (electronic remit-
tance notice) analysis system 10 for providing analysis of
healthcare provider demals and receipts from third-party pay-
ers and providing benchmark statistics with aggregate ERN
information that contains claim adjudication information for
a healthcare provider. As previously discussed, a healthcare
provider 12 may provide a wide variety of procedures (also
referred to herein as medical products), which may include
medical products, medical procedures, services, devices and
products to patients 14.

Typically, the patient 14 1s covered by some type of third-
party payer 16, such as insurance or a medical rermbursement
product, for example, but not limited to, entitlement programs
such as Medicare, where the patient 14 1s responsible for none
or only a portion of the costs of the medical products or
provided by the healthcare provider 12. Although only one
third-party payer 16 1s shown, it will be appreciated that the
healthcare provider 12 may submit claims to numerous third-
party payers 16.

The healthcare provider 12 may submit claims on behalf of
the patient 14 for retmbursement for the medical products
provided to the patient 14. Although the present invention 1s
well suited for third-party payers, such as entitlement pro-
grams like Medicare, and health insurers, the present mven-
tion 1s in no way limited to such third-party payers and may be
uselully employed 1n a number of other industries and fields
outside the medical or healthcare field. In the present aspect,
the healthcare provider 12 may provide any medical product,
service, or procedure including, but not limited to, outpatient
services reimbursable by Medicare Part B.

The third-party payer 16 periodically evaluates and adju-
dicates, or makes a decision, regarding a certain number of
the claims submitted by the healthcare provider 12. As a
result, the third-party payer 16 may remit full payment, par-
tial payment or deny a claim, according to 1ts payment or
reimbursement policies and procedures. The third-party
payer 16 returns an ERN (electronic remittance notice),
which includes electronic remittance notice information that
may be the considered the same or similar to claim adjudica-
tion information and includes, generally, one or more claims
adjudicated for the healthcare provider 12. The ERN or claim
adjudication information may include any of a vanety of
information. This may include healthcare provider identifier
information, procedure codes, procedure mnformation, such
as the medical products provided by the healthcare provider
12, remarks, denial codes, date information, financial infor-
mation on the processing of the claim, and possibly other
denial/allowance information.

The ERN may also detail the amount reimbursed by the
third-party payer 16 and, in the event the claim 1s denied, the
reasons for such demal. The ERN may also include a variety
of information related to the claim, such as codes 1dentifying
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the type of medical product, categories for the medical prod-
uct, date and other relevant information related to the claim.
The ERN may be, according to one aspect, an electronic
document transmitted to the healthcare provider 12.

The medical products or procedures may 1include goods or
services, and may be 1dentified by any number of descriptors.
For example, in the healthcare industry payers, such as Medi-
care and imnsurance companies, may use such industry defined
procedure codes, such as CPT, HCPCS, RC, DRG, and ABG
codes, to 1dentily various procedures. In the future, govern-
ment regulated or uniform procedure code designations may
be adopted 1n an 1industry such that various third party payers
are using the same procedure code designations. This will
allow the present invention to more easily compare denial
rates and days sales outstanding information for a larger
collection of providers, such as healthcare providers, and
hence across a larger sampling of ERN information.

The present invention, according to one aspect, includes an
agent 18, which may be implemented as a computer program,
module, routine, or other computer application or system,
provided on a computer system 20 of the healthcare provider
12. The agent 18 1s operable to periodically nitiate, such as
once every evening at a predetermined time, a search for the
ERN recetved from the third-party payer 16 on the computer
system 20 and mitiate transmission of the ERN to the ERN
analysis system 10.

The transmission may be accomplished by a variety of
techniques 1including via email, direct connection to the ERN
analysis system 10 via the Internet, such as by VPN (virtual
private network) or other direct or network connection, direct
files transfer, or via other well known data communications
techniques. In some aspects, the ERN analysis system 10 may
obtain the ERN directly from the third-party payer 16 system,
or the ERN may be manually copied from the third-party
payer 16 or healthcare provider 12 system to the ERN analy-
s1s system 10, or other well known methods. In other embodi-
ments, an intermediary, aggregator or third-party may pro-
cess or provide the ERN information to either one or both of
the healthcare provider 12 and the ERN analysis system 10.

The ERN analysis system 10 includes a database compo-
nent 30, a computation component 32 and a comparison
component 34. The ERN analysis system 10 may be imple-
mented on one or more standard computers, workstations,
servers, or implemented as an Internet website, other known
platforms and system or combinations thereof. The database
component may maintain information for a plurality of
healthcare providers, such as the healthcare provider 12,
related to the ERN provided by the third-party payer 16. The
ERN analysis system 10, according to one aspect, 1s operative
to evaluate a demal rate based on claims adjudicated by the
third-party payer 16, for which the third-party payers 16 has
denied payment.

The ERN analysis system 10 1s further operative to evalu-
ate a days sales outstanding for the medical product, which, 1n
one definition, 1s the number of days between submission of
a claim for medical products and the date by which the third-
party payer 16 remits payment for reimbursement of the
claim. It will be appreciated that the ERN analysis system 10,
according to other aspects, 1s not limited to analyzing only
denial rates and days sales outstanding (DSO) information
and 1s further operable to evaluate various information related
to the medical products, claims, ERN, healthcare providers
12 and third party payers 16 as described herein and other-
wise.

Other analysis includes, for example, a comparison of cur-
rent denials to historical denials to determine whether a par-
ticular patient recently had any denials for the same type of
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medical product. Such analysis may report on similar denials
by patients and medical products, such as by date or other
criteria. In other aspects, the analysis would compare the age
of cash atthe time 1t 1s colleted. By aggregating and analyzing
ERNs for a plurality of healthcare providers, the present
invention develops national (which may be understood t also
mean aggregated for a plurality of healthcare providers) sta-
tistics for demial rates, days sales outstanding and other
related data useful to the healthcare provider 12. This infor-
mation may be determined for a period of time and based
upon individual procedures and medical products.

As previously discussed, the present invention enables
healthcare providers 12 to optimize or greatly enhance col-
lection practices by comparing the third-party payer 16 (or
multiple third-party payers) reimbursements for medical
products with those of other healthcare providers 12. The
computation component 32 of the present invention 1s opera-
tive to generate an average denial rate for the medical product
for a plurality of healthcare providers, as well as for the
specific healthcare provider 12.

According to one aspect, the present invention may be
utilized to analyze payments from carriers, or third-party
administrators, that contract with the third-party payers 16 to
administer payment for services. The present mmvention 1s
operable to calculate the carrier’s denial rates and DSO, and
perform a myriad of other calculations and analysis 1f desired.
As such national, regional, statewide, and other geographic
region information may be analyzed and calculated relative to
a carrier’s payment practices and histories, relative to one or
more healthcare providers 12 and medical products.

The computation component 32 1s further operative to gen-
erate an average DSO for the medical product for both the
plurality of healthcare providers and the healthcare provider
12. It will be appreciated that the ERN analysis system 10 of
the present invention may be operative to comprehensively
analyze information for a number of healthcare providers 12.

The computation component 32 and the comparison com-
ponent 34 may be referred to as a processor component. The
computation component 32 1s further operative to generate a
weilghted average denial rate and a weighted average days
sales outstanding for one or more procedures or medical
products for the particular healthcare provider, as well as,
according to some aspects, for a plurality of healthcare pro-
viders during for a period of time. The average and weighted
average denial rate and days sales outstanding will be dis-
cussed 1n greater detail hereimnafiter.

The ERN analysis system 10, utilizing the comparison
component 34, 1s operable to generate reports for comparing
the healthcare provider’s 12 claim reimbursement data, pro-
vided on the ERN, with that of other healthcare providers by
way of a DSO report 40, a denials report 42, as well as other
reports 44 for thoroughly evaluating numerous aspects of the
elfectiveness of the healthcare provider’s 12 business.

The ERN analysis system 10 may be further operable to
clectronically transmit the DSO report 40, the denials report
42, and the other reports 44 and other relevant information
back to the computer system 20 of the healthcare provider 12.
This information may be transmitted utilizing a number of
well-known techniques including via email on a daily, weekly
or monthly basis.

FIG. 2 1s an exemplary report 50 generated, according to
one aspect, by the computation component 32 and the com-
parison component 34, for evaluating the demal rates and
days sales outstanding of various claims provided as ERN
information. The report 50, however, 1s illustrative of calcu-
lations and analysis contemplated by the present invention. It
will be appreciated that the computation component 32 1s
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operable to analyze, from a statistical standpoint, the claims
information provided by the third-party payer 16 on the ERN
in a variety ol manners useful to the healthcare provider 12.
The report 50, 1n the present illustration, 1s one example of
information that may be dertved from a plurality of ERNs
remitted to numerous healthcare providers 12 and used by the
ERN analysis system 10 for generating aggregate informa-
tion on a national, regional or other basis regarding medical
products claims and reimbursement.

The procedures or medical products are itemized under the
item 52 column, which lists an item number 54 associated
with each medical product to 1dentify the specific medical
product. These item numbers 54 may be Healthcare Common
Procedure Coding System (HCPCS), Current Procedural Ter-
minology (CPT) or other standard procedural codes or other
uselul or recognized codes employed by the medical or appli-
cable industry. A denial rate 56 1s calculated for each proce-
dure or for the total, according to one aspect, by determining
the total number of claims that were denied by the third-party
payer 16, for example, as compared to the total number of
claims adjudicated.

A percentage of billed 58 (which may be referred to as a
weilghting factor) represents the dollar value of a particular
medical product as a percentage of the total for the plurality of
healthcare providers. In some aspects, the percentage of
billed 58 may be based on the total amounts billed, or number
of medical products for particular categories, or based on only
payments received from the third-party payer 16, or other
isurers, as previously discussed. In other aspects, the per-
centage of billed 38 1s based on dollars actually received for
claims that have been adjudicated or other financial or claim
adjudication information.

In one aspect, the computation component 1s operable to
generate a WA rate 60 (weighted average rate) that represents
the denial rate 56 of a particular medical product relative to its
percentage of billed 38, which, as previously discussed, may
be based on the dollar amount remitted on adjudicated claims.
For example, the WA rate 60 may be dertved, according to one
aspect, by multiplying the percentage of billed 58 for a par-
ticular medical product by the denial rate 56 for that medical
product.

The WA rate 60 1s a useful statistic, since some medical
products may have a very high denial rate 56, but be an
insignificant portion of the total percentage of billed 58 for a
particular healthcare provider. In this case, the healthcare
provider 12 would be less concerned about the denial rate 56
for that medical product. However, where a high demal rate
56 1s related to a medical product that represents a significant
percentage ol billed 58 for the healthcare provider 12, the WA
rate 60 would be much higher and provide the healthcare
provider 12 with a quick and easy means of 1dentifying medi-
cal products that needs to be more carefully monitored,
whether this 1s by modifying claims submission procedures
or otherwise.

In this aspect, the DSO 62 (days sales outstanding), accord-
ing to one aspect, represents the total number of days between
the date that the healthcare provider 12 renders the medical
product and the date that the third-party payer 16 remits or
denies payment for that particular medical product. This sta-
tistic allows the healthcare provider 12 to identify the age of
accounts receivable and the time delay between rendering
service and submitting claims and ultimately being reim-
bursed by the insurer.

A WA DSO 64 (weighted average days sales outstanding)
1s derived, according to one aspect of the present invention, by
determining the DSO 62 for a particular procedure or medical
product relative to the percentage of billed 38, which may be
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payments actually received for a period, for that medical
product. The WA DSO 64 1s a useful statistic for determining,
the significance of the time delay for payment for a particular
medical product based on the value, 1n terms of billing or
payments received, that the particular medical product has to
the healthcare provider 12. Thus, a medical product that has a

high WA DSO 64, butrepresents a low percentage of billed 58
would have a lower WA DSO 64. The healthcare provider 12
might place less importance on the time delay for particular
medical products that have a smaller dollar value to the
healthcare provider.

Conversely, a lower DSO 62 for a medical product that

represents a higher percentage of billed 58 will produce a
higher WA DSO 64. A higher WA DSO 64 will readily 1den-

t1fy to the healthcare provider 12 the effect of slow payment
tor medical products that have a greater financial significance
to the overall business of the healthcare provider 12. The
report 50 may also include averages or totals 66 for each of the

columnar headings.

The report 50 1llustrated 1n FIG. 2 provides the healthcare
provider 12 with a quick overview of national demal rate 56
(which may based on all or a portion of the total ERN claim
adjudication information) and DSO 62 for aplurality of medi-

cal products. It should be appreciated that the methods for
deriving the denial rate 56, the WA rate 60, the DSO 62, the

WA DSO 64 and the percentage of billed 58 have been
described, according to one aspect of the present invention,
and that, according to other aspects, other computational
methods may be utilized to achieve these statistics. According
to other aspects, the denial rate 56, the WA rate 60, the DSO
62, the WA DSO 64 and percentage of billed 38 may be
derived according to other formulas and the present invention
1s 1n no way limited to the particular computations described
herein.

FIG. 3 1s an exemplary report 70 that may be produced by
the computation component 32 and comparison component
34 of the ERN analysis system 10, however, the report 70 1s
only 1illustrative of calculations and analysis by the present
invention. The custom report 70 illustrates an analysis of
provider A 72 and provider B 74, which represent healthcare
providers’ 12 submissions and reimbursements for various
medical products. For the purposes of this description, only
the portion of the custom report 70 describing provider A will
be described, since the provider B information 1s dertved and
provided 1n substantially the same manner.

An 1item column 76 1s provided for listing numbers associ-
ated with particular medical products, as previously dis-
cussed. A denial rate 78 (which provides an average denial
rate for each procedure of item 76) 1s stmilar to the denial rate
56 provided 1n the report 50, except that the denial rate 78 1s
based on the denial rate for the particular procedures or medi-
cal products 1dentified by 1tem 76 as a percentage of all the
claims adjudicated by the third-party payer 16 for provider A
72 for that type of procedure or medical product.

It can be seen that the informational headings under the
provider A 72 relate specifically to provider A’s 72 medical
business. For example, a percentage of billed 80 identifies the
total percentage of all billing or payments actually received
for a particular period for provider A 72 represented by each
medical product. The percentage of billed 80 (which may
serve as a weighting factor) allows the healthcare provider 12
to quickly i1dentity the medical products that represent the
most significant portion of the healthcare provider’s 12 busi-
ness. In this manner, the healthcare provider 12 can focus
attention on the medical products that are the most important
to the healthcare provider 12 from a financial perspective.
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A WA rate 82 (weighted average rate), according to one
aspect, 1s computed substantially similar to the WA rate 60 of
the report 50, 1n that the WA rate 82 represents a statistical
analysis of the denial rate 78 for the particular medical prod-
uct relative to the medical products weight as a percentage of
billed 80, which may represent payments recerved or billed,
tor the healthcare provider 12. The WA rate 82 1s calculated so
that a higher WA rate 82 indicates a medical product that
either has a high denial rate 78 or represents a significant
percentage of billed 80 or a combination of both. A lower WA
rate 82 represents a medical product that has a lower denial
rate or represents a low percentage of billed 80 for the health-
care provider 12, 1n this case, provider A 72.

A DSO 84 (day sales outstanding) represents the calendar
days from the date the medical product i1s rendered by the
healthcare provider 12 to the patient until the date that the
third-party payer 16 adjudicates the claims. According to one
aspect, the present invention may calculate the DSO 84 based
on when the payment or denial 1s actually recerved by the
healthcare provider 12.

In other aspects, the present mvention may calculate the
number of days from the date the medical product 1s rendered
by the healthcare provider 12 until the date that the healthcare
provider 12 submits the claim to the third-party payer 16. In
other aspects, the number of days from the date the claim 1s
submitted by the healthcare provider 12 until payment 1s
made by the third-party payer 16 or received by the healthcare
provider 12 may also be calculated. Other time intervals
related thereto may also be calculated and analyzed and are
within the spint and scope of the present invention.

According to one aspect, the DSO 84 (which provides an
average DSO 84 for each of the items 76) may be calculated
as the total number of days between the date of claims sub-
mission and the date of payment for all adjudicated claims,
divided by the total number of claims adjudicated by the
third-party payer 16. A high DSO 84 number indicates a
longer lag between submission and the remittance of payment
to the healthcare provider 12.

A WA DSO 86 (weighted average days sales outstanding)
weights, similar to that described above, the DSO 84 relative
to the percentage of billed 80 represented by the particular
medical product. The WA DSO 86 will produce a higher

number for products where payment 1s delayed or for medical
products that represent a significant percentage of billed 80,
or both, for the healthcare provider 12. A lower WA DSO 86
number indicates to the healthcare provider 12 that payments
are being more timely made for the particular medical prod-
uct or for medical products that represent a lower percentage
of billed 80 for the healthcare provider 12.

The customized report 70 further 1s provided with a custom
benchmark portion 90 that provides statistical information
related to national average denial rate and days sales out-
standing customized to the particular healthcare provider’s
12 business specific mix or blend of products. For example,
the custom benchmark denial rate 92 (which may be referred
to as a weighted average aggregate demal rate by procedure)
1s derived by determining the national average denial rate 56
from the report 50 for the particular medical product and
calculating the national average denial rate 56 as a percentage
of billed 80 represented by that type of medical product for
the particular healthcare provider, here provider A 72. The
custom benchmark denial rate 92 1s a usetul statistic that can
be quickly compared to the WA rate 82 to evaluate the health-
care provider’s 12 denial rate 78 for particular medical prod-
ucts against the national average denial rate 56. The custom




US RE44,419 E

13

benchmark denial rate 92 represents the national average
denial rate 56 weighted to the healthcare provider’s 12 par-
ticular blend of products.

For example, denial rates nationwide for one medical prod-
uct may be higher or lower than the denial rates 78 for pro- 5
vider A 72. The custom benchmark denial rate 92 allows
provider A 72 to quickly and easily evaluate provider A’s 72
denial rate 78 relative to the national denial rate by evaluating
both denmial rates 78 and 56 as a percentage of billed 80
represented by the medical product for provider A 72. 10

This 1s one advantage of the present invention 1n that the
custom benchmark denial rate 92 readily compares the WA
rate 82 for an apples-to-apples comparison of demal rates for
a particular medical product. This allows the provider A 72 to
compare denial rates 78 with others nationally customized 15
based on provider A’s 72 specific medical product mix.

A custom benchmark DSO 94 (days sales outstanding)
(which may be referred to as weighted average aggregate
days sales outstanding by procedure) 1s computed by deter-
mimng the national average DSO 62 from report 50 for a 20
particular medical product as a percent of billed 80 for pro-
vider A 72 for that medical product. Again, the custom bench-
mark DSO 94 may be readily compared with the WA DSO 86
and allows provider A 72 to compare, on an apples-to-apples
basis, provider A’s 72 payment lag for a medical product 25
relative to the national average payment lag for the same
medical product.

This provides another advantage of the present invention
since provider A 72 can quickly identity medical products
where the payment for claims submaitted on a particular prod- 30
uct are not being paid to provider A 72 as timely or quickly as
the national average. This statistical information 1s custom-
1zed for provider A 72 and allows provider A 72 to determine,
based on provider A’s 72 mix or blend of products, whether
provider A 72 1s being denied or delayed payment similar to 35
other healthcare providers 12 across the nation.

One advantage of the present invention 1s a total average
WA rate 98 (which may be referred to as weighted average
denial rate for Provider A) may be conveniently compared
with a total custom benchmark denial rate total 100 (which 40
may be referred to as weighted average aggregate denial rate
for Provider A). This provides a straight-forward means of
evaluating provider A’s 72 overall demal statistics with
national demial statistics, weighted based on the particular
healthcare provider’s 12 medical product mix. Similarly, 45
another advantage 1s a total WA DSO 102 (which may be
referred to as weighted average days sales outstanding for
Provider A) that may be usefully compared to a total custom
benchmark DSO 104 (which may be referred to as weighted
average aggregate days sales outstanding for Provider A) to 50
optimize the healthcare provider’s 12 submission and collec-
tion practices for all medical products relative to the national
average, weighted based on the particular healthcare provid-
er’s 12 medical product mix.

It will be appreciated that a number of other customized 55
statistics may be derrved by manipulation and comparison of
national average denial, DSO and other information obtained
from the ERN, or otherwise, relative to that of the particular
healthcare provider 12. Further, while the custom benchmark
denial rate 92 and custom benchmark DSO 94 have been 60
illustrated according to one computation, it will be appreci-
ated that in other aspects other methods of deriving the cus-
tom benchmark denial rate 92 and custom benchmark DSO
94 may be utilized for these purposes and are within the spirit
and scope of the present invention. 65

FIGS. 4a and 4b 1s a report 110 1llustrating denial rates by
procedure for a particular healthcare provider 12 that includes
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a customer benchmark for the healthcare provider 12 that 1s a
weighted average value (such as a weighted average demial
rate or a weighted average days sales outstanding) for com-
parison with a national benchmark, which may be a weighted
average aggregate value (such as a weighted average aggre-
gate denial rate or a weighted average aggregate days sales
outstanding). The report 110 1s advantageously provided for
analysis by the healthcare provider 12 to compare the denial
rates, on a weighted basis, to the national denial rates. The
report 110 lists a description 112 for each medical product
and a code 114 or 1tem number associated with each proce-
dure or medical product, in this case the HCPCS for each
medical product 1s provided.

A billed 116 column 1s provided on the report 110 to detail
the total amounts billed to the healthcare provider 12 for the
particular medical product. It should be appreciated that the
amounts billed 116 may actually represent the amounts billed
for the claims that have been adjudicated and for which pay-
ment has been remitted by the third-party payer 16 at the time
that the report 110 1s generated by the present invention. The
report 110 also includes an allowed 118 column for dollar
amounts allowed by the third-party payer 16 for the particular
medical product. For example, the third-party payer 16 may
only allow a predetermined amount for a particular medical
product, regardless of what amount the healthcare provider
12 actually bills for that medical product.

Thereport 110 includes apaid 120 column representing the
amount the third-party payer(s) 16 have remitted for the adju-
dicated claims for these types of medical products. The report
110 includes a claims 122 and a demials 124 columns for
illustrating the number of claims for the particular medical
product that have been adjudicated by the third-party payer 16
and the number of claims that have been denied.

A total billed 126, a total allowed 128, a total paid 130, a
total claims 132 and a total demials 134 cumulative data
clements are illustrative of the type of information that is
provided on the report 110, but 1t will be appreciated that a
number of categories, totals, subtotals and other ways of
illustrating this information may also be provided and 1is
within the spirit and scope of the present invention.

The report 110 further includes a customer denial rates 136
and a national demal rates 138 columns. The customer denial
rates 136 are calculated by determining the percentage of
denials 124 relative to the total number of claims 122 adju-
dicated for a particular medical product as itemized on the
report 110. The national denial rates 138 represent the denial
rate for the particular medical product on a nationwide basis
utilizing data from a plurality of healthcare providers ana-
lyzed by the present mvention. In other aspects, the denial
rates 136 are calculated for any geographic area, and/or for
only certain third-party payers 16.

It 1s readily apparent that illustrating the customer denial
rates 136 and national denial rates 138 1n this manner pro-
vides the healthcare provider with useful information with
regard to demal rates on particular medical products. The
report 110 further includes a customer benchmark demal rate
140 which represents the customer benchmark denial rates
136 for each medical product weighted with respect to the
particular medical products’ importance 1n terms ol amounts
paid 120.

In one aspect, the customer benchmark denial rate 136 may
be calculated by determining the weighted average denial rate
(not shown) for each medical product and then summing the
welghted average demial rates of all medical products. For
example, the weighted average denial rate for a first product
142 may be obtained by dividing all payments 144 received
for the first product 142 by the total payments 130 and mul-
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tiplying this result times the denial rate 146 for the first
product 142. By summing the weighted average denial rates
of all medical products the customer benchmark denial rate
140 may be obtained.

A custom national benchmark denial rate 148 1s similarly
obtained, except that the national denial rate 150 for the first
product 142 1s utilized instead of the customer’s denial rate
146. It will be appreciated that the customer benchmark
denial rate 140 and custom national benchmark denial rate
148 provide the healthcare provider 12 with a quick view of
overall weighted denial rates weighted according to each
medical product’s economic impact on the healthcare pro-
vider 12. The customer benchmark denial rate 140 1s usefully
compared with the national benchmark denial rate 148, which
has been customized to the same weighting of each product
according to the medical product’s economic value to the
healthcare provider 12 and 1s a significant advantage provided
by the present invention.

It will be appreciated that the weighted average denial rate
calculations, as well as the calculations for the customer
benchmark denial rate 140 and custom national benchmark
denial rate 148 may, according to other aspects, utilize
amounts allowed 118 relative to those that have been paid 120
or may be weighted based on the total billed 126 or total
allowed 128. Other examples of information that may be
provided on the report 120 that may be useful for analysis
include national grand totals 152 for each of the categories of
the report.

FIGS. 5aand Sb1s a report 154 that illustrates average DSO
by a particular procedure code 114 or medical product code
114, such as HCPCS, and includes customized benchmarks.
The report 154 1s similar to the report 110 illustrated in FIGS.
4A-4B with respect to the code 114, description 112, billed
116, paid 120, and claims 122 for a plurality of medical
products for a healthcare provider 12.

The report 154 analyzes the DSO, which, as previously
discussed, may be the days from the date the medical product
1s sold, or procedure 1s performed, until the third-party payer
16 remits payment, or denies a claim. It will be appreciated
that the DSO may be calculated using other criteria, as pre-
viously discussed above. In this manner, the customer aver-
age DSO 156 1s calculated for each medical product and the
national average day sales outstanding 158 1s also provided in
the report 154.

The report 154 also 1includes a customer benchmark DSO
160, which 1s calculated by summing the weighted average
DSO for each of the medical products. The weighted average
DSO 1s the percentage of a total paid 164 for all medical
products represented by a paid 162 for that type of medical
product multiplied by the customer average DSO 1356 for that
medical products. A custom national benchmark DSO 166 1s
calculated similar to the customer benchmark demial rate
except that the national average DSO 158 for a particular
medical product 1s utilized 1nstead of the customer’s average
DSO for this calculation.

For example, all payments 162 made for a particular medi-
cal device are divided by the total paid 164 for all medical
products to determine the percentage of business represented
by a particular medical product 168, which 1s then multiplied
by the national average DSO 158 for that medical product.
The national weighted average DSO (not shown) for each
medical product, type or category are then summed to derive
the custom national benchmark DSO 166.

It will be appreciated that the customer benchmark DSO
160, when compared with the custom national benchmark
DSO 166, provides for useful analysis of the delay between
providing medical service and remittance of payment and
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provides a significant advantage of the present invention. The
report 154, similar to the report 110, may calculate the aver-
age day sales outstanding on a customer and national basis
based on other criterion as mentioned herein, or as may be
uselully generated for these purposes, and may utilize, under
different aspects of this invention, various criterion for gen-

erating the custom national benchmark DSO 166 and cus-
tomer benchmark DSO 160 and still be within the spirit and
scope of the present mvention. The report 154 may also
include additional useful information such as, but not limited
to, national grand totals 170 related to information provided
on the report 154.

FIG. 6 1s a report 172 that graphically 1llustrates average
day sales outstanding results for a particular healthcare pro-
vider 12 as compared to all healthcare providers whose data 1s
analyzed according to the present invention. The report 172 1s
an example of average days sales outstanding for claims
adjudicated by third-party payers where no weighting or
benchmarking 1s conducted. Nevertheless, the report 172 1s a
useful means for analyzing the day sales outstanding for a
customer for comparative purposes.

The report 172 1llustrates the plurality of healthcare pro-
vider information shown 1n categories such as lowest 174, top
ten percent, 176 top twenty-five percent 178, and so on. It will
be appreciated that a number of graphic 1llustrations may be
used, as well as presenting information on average day sales
outstanding according to different criterion, all of which are
within the spint and scope of the present invention.

FIG. 7 1s a report 180 that graphically illustrates customer
denial rates for a particular healthcare provider 12 in com-
parison to a plurality of healthcare providers whose data 1s
aggregated and analyzed according to the present invention.
The report 180 allows the healthcare provider 12 to quickly
compare its denial rates to those of other healthcare providers.
The report 180 presents denial rates 1n categories such as
lowest 182, top ten percent 184, top twenty-five percent 186,
and so on.

It will be appreciated that denial rate information may be
illustrated and presented 1n a variety of manners that are
usetul for these purposes and are within the spirit and scope of
the present invention. The report 180 1llustrates total denial
rates without calculating weighted averages or custom bench-
marks. The report 180 may be useful for determining overall
denial rates or totals, as well as demial rates for specific
medical products or groups of medical products, for example.

FIGS. 8a and 8b provide a custom benchmark report 188 to
graphically illustrate the performance of healthcare providers
with respect to denmial rates, DSO, and other information that
may be usefully derived from the ERNs or otherwise. It will
be appreciated that 1t 1s difficult, 1f not impossible, to fairly
compare two healthcare providers 12 with regard to the denial
rates and DSO, since every healthcare provider 12 has a
unique mix or blend of products each having a unique set of
problems regarding claims submission, processing and remit-
tance.

For this reason, a method of analyzing healthcare providers
1s needed that removes the unique characteristics of the
healthcare provider’s 12 business so that a plurality of health-
care providers’ statistics may be accurately and fairly com-
pared to one another. The custom benchmark report 188
achieves this goal by comparing each healthcare provider’s
12 customer benchmark denial rate 140 (which may be
referred to as a weighted average denial rate) or DSO 160
(which may be referred to as a weighted average DSO) to that
particular healthcare provider’s 12 custom national bench-
mark denial 148 (which may be referred to as a weighted
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average aggregate demial rate) or DSO 166 (which may be
referred to as a weighted average aggregate DSQO).

For example, referring to FIGS. 4a and 4b and FIG. 8a, 1t
can be seen that the customer benchmark demal rate 140 for
this particular healthcare provider 12 1s 33.1% where the
custom national benchmark denial rate 148 calculated for this
particular healthcare provider 12 1s 23.3%. By subtracting the
customer benchmark denial rate 140 from the custom
national benchmark denial rate 148, produces a variation of
negative 9.8 1llustrated on the custom benchmark report 188
as a point 190. In other embodiments, a denial rate equalizer
may be determined by taking the percentage difference
between the customer benchmark denial rate 140 and the
custom national benchmark demial rate 148. Referring to
FIGS. 5a and 5b and FIG. 8b, 1t can be seen that the customer
benchmark DSO 160 for this particular healthcare provider
12 1s 82 where the custom national benchmark DSO 166
calculated for this particular healthcare provider 12 1s 81. By
subtracting the customer benchmark DSO 160 from the cus-
tom national benchmark DSO 166, produces a variation of
negative 1 1llustrated on the custom benchmark report 188 as
a point 198. In other embodiments, a days sales outstanding
equalizer may be determined by taking the percentage ditfer-
ence between the customer benchmark DSO 160 and the
custom national benchmark DSO 166.

The X-axis 192 or horizontal line of the graph on the
custom benchmark report 188 represents the healthcare pro-
vider’s 12 vanation from the computed custom national
benchmark denial rate 148 or DSO 166. The vertical or Y-axis
194 represents the total number of healthcare providers ana-
lyzed by the custom benchmark report 188. By utilizing the
variation from the healthcare provider’s 12 custom national
benchmark enables healthcare providers 12 to be compared to
one another regardless of their particular mix or blend of
medical products.

In this manner, the healthcare provider 12 can compare the
elficiency of 1ts denial rate or DSO, or other statistical data
generated by the present invention, compared to other health-
care providers with the unique characteristics of each health-
care provided removed from the calculations. The point 190
(see FIG. 8a) on the custom benchmark report 188 represents
a healthcare provider 12 with a higher-than-average denial
rate which places that healthcare provider in the bottom 25%
of all healthcare providers analyzed by the present invention.
While the point 198 (see FIG. 8b) on the custom benchmark
report 188 represents a healthcare provider 12 with a days
sales outstanding only slightly below average for all health-
care providers.

It will be appreciated that a number of other methods for
comparing healthcare providers 12 with regard to the rela-
tionship between the customer benchmark denial 140 or DSO
148 and that particular healthcare provider’s 12 custom
national benchmark demal rate 148 or DSO 166 may be
utilized and illustrated 1n a number vanations, including
graphs, charts, or columnar formats and are within the spirit
and scope of the present invention.

A number of other advantages and methods for obtaining
information from healthcare providers and aggregating, cal-
culating and comparing this information may be provided.
The presently-described and illustrated figures are provided
as examples of useful analysis that may be accomplished by
the present invention, but should not in any way limit the
present invention to those calculations, analyses or reports.

Other examples of reporting capabilities contemplated by
the present invention include, but are not limited to, calculat-
ing aged cash, payer denial rates, most common denial codes,
denial rates by code, day sales outstanding by code, summary
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reports, for example, by reason code and procedure, average
payment levels by procedure, payment lag by procedure,
national cash collections by aging category as compared with
cash collections by aging category for a particular healthcare
provider, national reason code frequency, and healthcare pro-
vider reason code by frequency.

FIG. 9 1s a flowchart illustrating a method 220 for ERN
analysis. At a block 222, the healthcare provider 12 renders
products and services to the patient 14, such as medical pro-
cedures, products, services or devices and equipment. The
healthcare provider 12, at a block 224, submits a claim to the
third-party payer 16 for the medical products rendered to the
patient 14. The third-party payer 16 evaluates and adjudicates
the claim and, at a block 226, the healthcare provider 12
receives the ERN (electronics remittance notice) from the
third-party payer 16.

The ERN, as previously discussed, provides a detailed
description of claim adjudication nformation and may
include such information as payments for medical products
or, where payment has been demied, the reasons for the demal.
At a block 228, the ERN 1s transmitted to the ERN analysis
system 10 of the present invention. In one aspect, as previ-
ously discussed, the agent 18 may be 1n communication with
the computer system 20 of the healthcare provider 12 and
automatically initiate transmission of the ERN based on pre-
determined criteria.

The ERN analysis system 10 may be employed as a com-
puter application deployed completely or partially on a stan-
dalone computer, a network workstation or server, an Internet
website, or other platforms or architectures for deploying
such computer applications. The ERN system 10 updates the
database 30 with the new ERN information, at a block 230.
While the database 30 1s 1llustrated as a single database 30, 1t
should be appreciated that the data utilized by the ERN analy-
s1s system 10 may be maintained on multiple computer files,
databases or tables located on or in communication with the
ERN analysis system 10, the healthcare provider 12 computer
system 20 or otherwise utilized as a local or distributed data-
base 30. The ERN analysis system 10, according to one
aspect, may evaluate the ERN received from the computer
system 20 to verily that the ERN 1s not a duplicate.

At a block 232, the computation component 32 computes
the average DSO and weighted DSO information. At a block
234, the computation component 32 computes average deni-
als and weighted denials for medical products based on the
information contained in the ERN. At a block 236, the ERN
analysis system 10 may also provide, according to other
aspects, additional or other analysis of the ERN adjudicated
by the third-party payer 16.

Block 232 and/or block 234 may be thought of as analyzing,
the ERN information. In one embodiment, the analysis of
block 232 may include the following: recerving electronic
remittance notice information from a third party payer, the
clectronic remittance notice information includes claim adju-
dication information for a plurality of claims for each of a
plurality of healthcare providers and for a plurality of proce-
dures, the claim adjudication information includes healthcare
provider identifier information, date information, procedure
information, denial/allowance information, and financial
information. This may further include: determining, for a
period of time and for the plurality of claims for each of the
plurality of procedures, an average denial rate for each of the
plurality of procedures for one of the plurality of healthcare
providers; determining, for the period of time and based upon
at least part of the plurality of claims, an average aggregate
denial rate for each of the plurality of procedures for the
plurality of healthcare providers; determining a weighting
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factor for each of the plurality of procedures for the one of the
plurality of healthcare providers based on the financial infor-
mation; determining a weighted average denial rate for the
period of time for the one of the plurality of healthcare pro-
viders based on the weighting factor for each of the plurality >
of procedures for the one of the plurality of healthcare pro-
viders; and determining a weighted average aggregate denial
rate for the period of time for the plurality of healthcare
providers based on the weighting factor for each of the plu-
rality of procedures for the one of the plurality of healthcare
providers.

The analysis provided by block 232 may also include com-
paring the weighted average denial rate and the weighted
average aggregate denial rate, and calculating a demial rate
equalizer. This may be done by determining a percentage
difference between the weighted average denial rate and the
welghted average aggregate denial rate to generate the denial
rate equalizer.

The analysis of block 232 relative to denial rates may be 2¢
applied similarly to the analysis of block 234 for days sales
outstanding. In one embodiment, once a denial rate equalizer
and a days sales outstanding equalizer are determined, a
composite equalizer may be determined by averaging
(through either a straight average or a weighted average) the 25
denial rate equalizer and a days sales outstanding equalizer.

As will be shown 11 FIGS. 10a, 10b and 10c, the comparison
of equalizer mmformation can be extremely powerful 1n ana-
lyzing the claims adjudication for a healthcare provider.

Atablock 238, the comparison component 34 may be used 30
to generate the DSO report, which includes average and
weilghted DSO statistical data. At a block 240, the comparison
component 34 generates the denials report 42, which may
include average and weighted average denial statistics. In
some aspects, the DSO report 40 and denials report 42 may be 35
combined 1n a single report or multiple reports containing
both DSO and denials data, as well as other statistical infor-
mation.

These reports may further include custom benchmark data
such as the custom national benchmark denial rate 148, cus- 40
tomer benchmark denial rate 140, customer benchmark DSO
160, and national benchmark DSO 166, for example. The
comparison component 34, at a block 242, generates other
reports which may be useful for analyzing the relevance of
medical products and payment histories for the healthcare 45
provider’s 12 business based on claim submission and pay-
ment remittance. For example, the bar charts of FIGS. 10a,
10b and 10c¢ may be generated to display the equalizer data.

At a block 244, the electronic analysis system 10 transmits
reports, such as the DSO report 40, the denial report 42 and 50
other reports 44 to the healthcare provider 12. In some
aspects, the reports may be transmitted via email, while 1n
other aspects, the healthcare provider’s 12 computer system
20 may automatically fetch or download these reports from,
for example, a secure Internet website or, 1n yet other aspects, 55
these reports may be obtained according to a variety of other
well-known data communication techniques.

One advantage of the present invention 1s that the ERN
analysis system 10 aggregates ERN information for health-
care providers 12 to assist the healthcare providers 12 1 60
comparison of statistical claims submission and payment
remittance data relative to other healthcare providers that
provide the same products and services for analysis based on
the mix of medical products. This may be achieved, according,
to one aspect, by filtering and generating statistical data based 65
on specific medical products, by specific information related
to the healthcare provider 12, based on the isurer informa-
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tion, based on patient statistics, based on costs for medical
products, or a variety of other information.

It will be appreciated that medical information 1s highly
confidential and 1s important that no personal information
identifying patients 14 be transmitted or communicated from
the healthcare provider 12 to thurd parties. For this reason,
according to one aspect, the agent and/or ERN analysis sys-
tem 10 may strip away, {ilter or otherwise remove any per-
sonally-identifiable information so as to generate statistics
based on only aggregate non-personal information. This 1s
another advantage of the present invention 1n that no personal
information of the patient 14 1s utilized for the present inven-
tion. In addition, the present invention may utilize a highly-
secure encryption methodology, such as 128-bit encryption
when transmitting data, while in other aspects, the transmit-
ted files themselves may be encrypted prior to transmission
and decrypted upon receipt.

FIG. 10a1s a bar chart 300 that illustrates the comparison of
a days sales outstanding equalizer for a particular healthcare
provider to days sales outstanding equalizer information for
other healthcare providers. The days sales outstanding equal-
izer may be calculated by comparing the weighted average
days sales outstanding for a particular healthcare provider
with the weighted average aggregate days sales outstanding.
For example, the percentage difference between the weighted
average days sales outstanding for a particular healthcare
provider and the weighted average aggregate days sales out-
standing may be calculated to determine the days sales out-
standing equalizer value. In the bar chart 300, the higher the
negative value translates into better performance 1n getting
paid by a third-party payer in a timely fashion when compared
to the aggregate of healthcare providers sampled.

A particular provider, such as the healthcare provider 12,
may have 1ts days sales outstanding equalizer information for
a particular period of time displayed atbar 302. This may then
be compared to the other bars shown 1 FIG. 10a for com-
parison with days sales outstanding equalizer information for
other healthcare providers and to aggregated equalizer infor-
mation. For example, bars 304 through 318 each represent
various values that the bar 302 may be compared with to
determine how this healthcare provider 12 1s doing when
compared to other healthcare providers. A bar 304 1s shown
with a days sales outstanding equalizer value of “-64%",
which 1s denoted to be the best score of any healthcare pro-
vider analyzed by the ERN analysis system of the present
invention for a particular sample of ERN claim adjudication
information for a plurality of healthcare providers. The bar
306 indicates that *“-41%" 1s the DSO equalizer of the top ten
percent of the healthcare providers being analyzed. Thus, in
the bar chart 300, the bar 302 indicates that the particular
healthcare provider 1s right even with the top ten percent of
the sampled healthcare providers.

Bar 308 shows that “-27%" 1s the DSO equalizer of the top
twenty-five percent, which bar 310 1s the average, bar 312 1s
the median, bar 314 1s the bottom twenty-five percent, bar 316
1s the bottom ten percent, and bar 318 1s the worst healthcare
provider of the included healthcare providers.

FI1G. 10b 1s a bar chart 400, similar to bar chart 300 of FIG.
10a, that 1llustrates the comparison of a denial rate equalizer
for a particular healthcare provider to demal rate equalizer
information for other healthcare providers and to aggregated
equalizer information. The description accompanying FIG.
10a applies also to FIG. 10b except that the values being
calculated, compared and analyzed are denial rate equalizer
values. For example, the denial rate equalizer may be calcu-
lated by comparing the weighted average denial rate for a
particular healthcare provider with the weighted average
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aggregate demal rate using the weighting factor for the par-
ticular healthcare provider just mentioned. The percentage
difference between the weighted average denial rate for a
particular healthcare provider and the weighted average
aggregate denial rate may be calculated to determine the
denial rate equalizer value. In the bar chart 400, the higher the
negative value translates into better performance 1n getting,
fewer claims denied when compared to the aggregate of
healthcare providers sampled.

Bar 402 1s shown on the right of the chart, and may be
compared to the various bars 404 through 418, as shown on
the bar chart 400. This 1s similar to the values as described in
connection with FIG. 10a.

FIG. 10c 1s a bar chart that 1llustrates the comparison of a
composite equalizer, which may be determined by calculat-
ing an average or a weighted average of the days sales out-
standing equalizer, such as that shown by bar 302 of F1G. 10a,
and the demal rate equalizer, such as that shown by bar 402 of
FIG. 10b for a particular healthcare provider, to composite
equalizer information for the other healthcare providers. For
example, the days sales outstanding equalizer 1s shown being
weighted by 25% and the demial rate equalizer by 75% to
generate the value of bar 502. This can then be compared to
the bars 504 through 518, as was discussed above. The vari-
ous values of bars 504 through 518 may be calculated by
weilghting as just described between the days sales outstand-
ing equalizer and the demal rate equalizer.

Thus, 1t 1s apparent that there has been provided, 1n accor-
dance with the present invention, a system and method for
clectronic remittance notice analysis that satisfies one or
more of the advantages set forth above. Although the pre-
ferred embodiment has been described in detail, it should be
understood that various changes, substitutions, and alter-
ations can be made herein without departing from the scope of
the present invention, even 1f all of the advantages 1dentified
above are not present. For example, the various elements or
components may be combined or integrated in another sys-
tem or certain features may not be implemented.

Also, the components, techniques, systems, sub-systems,
layers, compositions and methods described and 1llustrated 1n
the preferred embodiment as discrete or separate may be
combined or integrated with other components, systems,
modules, techniques, or methods without departing from the
scope of the present invention. Other examples of changes,
substitutions, and alterations are readily ascertainable by one
skilled 1n the art and could be made without departing from
the spirit and scope of the present invention.

What 1s claimed 1s:

1. An electronic remittance notice analysis system, com-
prising:

a database component operable to maintain electronic
remittance notice mformation for a plurality of health-
care providers, the electronic remittance notice informa-
tion includes claim adjudication information for a plu-
rality of claims for each of the plurality of healthcare
providers and for a plurality of procedures, the claim
adjudication information includes information for each
of the plurality of claims that includes healthcare pro-
vider 1dentifier information, date information, proce-
dure information, denial/allowance information, and
financial information; and

a processor component operable to access the database
component and determine, for a period of time and for a
plurality of claims, an average denial rate for each of the
plurality of procedures for one of the plurality of health-
care providers, an average aggregate denial rate for each
of the plurality of procedures for the plurality of health-
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care providers, a weighting factor for each of the plural-
ity of procedures for the one of the plurality of healthcare
providers based on the financial information, the proces-
sor further operable to determine a weighted average
denial rate for the period of time for the one of the
plurality of healthcare providers based on the weighting
factor for each of the plurality of procedures for the one
of the plurality of healthcare providers, and a weighted
average aggregate denial rate for the period of time for
the plurality of healthcare providers based on the
welghting factor for each of the plurality of procedures
for the one of the plurality of healthcare providers, the
processor component 1s further operable to compare the
welghted average demial rate and the weighted average
agoregate demial rate, and the processor component 1s
further operable to determine a percentage difference
between the weighted average denial rate and the
welghted average aggregate demal rate to generate a
denial rate equalizer.

2. The electronic remittance notice analysis system of
claaim 1, wherein the financial information includes an
amount billed for a procedure.

3. The electronic remittance notice analysis system of
claim 1, wherein the financial information includes an
amount allowed for a procedure.

4. The electronic remittance notice analysis system of
claaim 1, wherein the financial information includes an
amount paid for a procedure.

5. The electronic remittance notice analysis system of
claim 1, wherein the financial information includes an aver-
age days sales outstanding for a procedure.

6. The clectronic remittance notice analysis system of
claim 1, wherein the electronic remittance notice information
1s generated by one or more third party payers.

7. The electronic remittance notice analysis system of
claim 1, wherein the processor component 1s further operable
to access the database component and determine, for a period
of time and for a plurality of claims, an average days sales
outstanding for each of the plurality of procedures for one of
the plurality of healthcare providers, an average aggregate
days sales outstanding for each of the plurality of procedures
for the plurality of healthcare providers, a days sales out-
standing weighting factor for each of the plurality of proce-
dures for the one of the plurality of healthcare providers based
on the financial information, the processor further operable to
determine a weighted average days sales outstanding for the
period of time for the one of the plurality of healthcare pro-
viders based on the days sales outstanding weighting factor
for each of the plurality of procedures for the one of the
plurality of healthcare providers, and a weighted average
aggregate days sales outstanding for the period of time for the
plurality of healthcare providers based on the days sales out-
standing weighting factor for each of the plurality of proce-
dures for the one of the plurality of healthcare providers, the
processor component 1s further operable to compare the days
sales outstanding and the weighted average aggregate days
sales outstanding, and the processor component 1s further
operable to determine a percentage difference between the
weilghted average denial rate and the weighted average aggre-
gate demal rate to generate a denial rate equalizer.

8. The electronic remittance notice analysis system of
claim 7, wherein the financial information includes an
amount billed for a procedure.

9. The electronic remittance notice analysis system of
claim 7, wherein the financial information includes an
amount allowed for a procedure.
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10. The electronic remittance notice analysis system of
claim 7, wherein the financial information includes an
amount paid for a procedure.

11. The electronic remittance notice analysis system of
claim 7, wherein the financial information includes an aver- 5
age denial rate for a procedure.

12. The electronic remittance notice analysis system of
claim 7, wherein the electronic remittance notice information
1s generated by a third party payer.

13. The electronic remittance notice analysis system of 10
claim 7, wherein the processor component 1s further operable
to determine a composite equalizer based on an average of the
denial rate equalizer and the days sales outstanding equalizer.

14. The electronic remittance notice analysis system of
claim 13, wherein the average of the demal rate equalizer and 15
the days sales outstanding equalizer 1s a weighted average.

15. An electronic remittance notice analysis system, com-
prising:

a database component operable to maintain electronic
remittance notice mformation for a plurality of health- 20
care providers, the electronic remittance notice informa-
tion mncludes claim adjudication information for a plu-
rality of claims for each of the plurality of healthcare
providers and for a plurality of procedures, the claim
adjudication information includes information for each 25
of the plurality of claims that includes healthcare pro-
vider 1dentifier information, date information, proce-
dure information, denial/allowance information, and
payment information; and

a processor component operable to access the database 30
component and determine, for a period of time and for a
plurality of claims, an average days sales outstanding for
cach of the plurality of procedures for one of the plural-
ity of healthcare providers, an average aggregate days
sales outstanding for each of the plurality of procedures 35
for the plurality of healthcare providers, a weighting
factor for each of the plurality of procedures for the one
of the plurality of healthcare providers based on the
payment information, the processor 1s further operable
to determine a weighted average days sales outstanding 40
for the period of time for the one of the plurality of
healthcare providers based on the weighting factor for
cach of the plurality of procedures for the one of the
plurality of healthcare providers, and a weighted aver-
age aggregate days sales outstanding for the period of 45
time for the plurality of healthcare providers based on
the weighting factor for each of the plurality of proce-
dures for the one of the plurality of healthcare providers,
and the processor component 1s further operable to
determine a percentage difference between the weighted 50
average days sales outstanding and the weighted average
aggregate days sales outstanding to generate a days sales
outstanding equalizer.

16. The electronic remittance notice analysis system of
claim 15, wherein the payment information includes an 55
amount billed for a procedure.

17. The electronic remittance notice analysis system of
claim 15, wherein the payment information includes an
amount allowed for a procedure.

18. The electronic remittance notice analysis system of 60
claam 15, wherein the payment iformation includes an
amount paid for a procedure.

19. The electronic remittance notice analysis system of
claim 15, wherein the payment information includes an aver-
age denial rate for a procedure. 65

20. A computerized method for analyzing electronic remait-
tance notice information, comprising:

24

receving electronic remittance notice information from a
third party payer 1n a computer database, the electronic
remittance notice information includes claim adjudica-
tion information for a plurality of claims for each of a
plurality of healthcare providers and for a plurality of
procedures, the claim adjudication information includes
healthcare provider identifier information, date informa-
tion, procedure information, denial/allowance 1nforma-
tion, and financial information;

determining, for a period of time and for the plurality of
claims for each of the plurality of procedures, an average
denial rate for each of the plurality of procedures for one
of the plurality of healthcare providers;

determining, for the period of time and based upon at least
part of the plurality of claims, an average aggregate
denial rate for each of the plurality of procedures for the
plurality of healthcare providers;

determining a weighting factor for each of the plurality of
procedures for the one of the plurality of healthcare
providers based on the financial information;

determining a weighted average denmial rate for the period
of time for the one of the plurality of healthcare provid-
ers based on the weighting factor for each of the plurality
of procedures for the one of the plurality of healthcare
providers; and

determining a weighted average aggregate denial rate for
the period of time for the plurality of healthcare provid-
ers based on the weighting factor for each of the plurality
of procedures for the one of the plurality of healthcare
providers;

comparing the weighted average demal rate and the
welghted average aggregate denial rate;

determining a percentage difference between the weighted
average denial rate and the weighted average denial rate
to generate a demal rate equalizer; and

outputting reports of custom benchmark information gen-
crated by the method,; wherein one or more steps are
performed by one or more computers.

21. The method of claim 20, wherein the electronic remait-

tance notice miformation 1s generated by one or more third
party payers.

22. The method of claim 20, further comprising:

determining, for the period of time and for the plurality of
claims, an average days sales outstanding for each of the
plurality of procedures for one of the plurality of health-
care providers;

determining, for the period of time and based upon at least
part of the plurality of claims, an average aggregate days
sales outstanding for each of the plurality of procedures
for the plurality of healthcare providers;

determining a weighted average days sales outstanding for
the period of time for the one of the plurality of health-
care providers based on the weighting factor for each of
the plurality of procedures for the one of the plurality of
healthcare providers; and

determinming a weighted average aggregate days sales out-
standing for the period of time for the plurality of health-
care providers based on the weighting factor for each of
the plurality of procedures for the one of the plurality of
healthcare providers.

23. The method of claim 22, further comprising:

determining a percentage difference between the weighted
average denial rate and the weighted average aggregate
denial rate to generate a denial rate equalizer; and
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determining a percentage difference between the weighted
average days sales outstanding and the weighted average
aggregate days sales outstanding to generate a days sales
outstanding equalizer.

24. The method of claim 23, further comprising: d

determining a composite equalizer based on an average of

the demal rate equalizer and the days sales outstanding
equalizer for analyzing the claim adjudication informa-
tion.

25. The method of claim 20, further comprising:

receiving the electronic remittance notice information

from the system of the one of the plurality of healthcare
providers; and

communicating at least a portion of the electronic remit-

tance notice information to the analysis system.

26. The method of claim 25, wherein the communication of
the at least a portion of the electronic remittance notice infor-
mation further includes:

providing an agent on the one of the plurality of healthcare

provider systems to initiate transmission to the analysis
system.

27. An electronic vemittance notice analysis system com-
prising:

one or movre processov components opevable to:

receive electronic remittance notice information vegavd-
ing a plurality of claims for each of a plurality of
healthcare providers and for a plurality of proce-
dures,

determine, for a selection of the plurality of claims,

an average denial rate for each of the plurality of
procedures for a selected one of the plurality of
healthcare providers,

an average aggregate denial vate for each of the plu-
rality of procedures for the plurality of healthcare
providers,

a weighting factor for each of the plurality of proce-
dures for the selected one of the plurality of health-
cave providers,

a weighted average denial rate for the selected one of
the plurality of healthcare providers based on the

weighting factor and the average denial rvate, and
a weighted average aggregate denial vate for the plu-
rality of healthcare providers based on the weight- 45
ing factor and the average aggregate denial rate,
and
determine a percentage difference between the weighted
average denial rvate and the weighted average aggre-
gate denial vate to generate a denial rvate equalizer.
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33. The electronic vemittance notice analysis system of
claim 28, wherein the financial information includes an aver-
age denial vate for a procedure.

34. The electronic vemittance notice analysis system of
claim 28, wherein the electronic remittance notice informa-
tion is generated by a thivd party payer.

35. The electronic remittance notice analysis system of
claim 27, wherein the electronic remittance notice informa-
tion is generated by one or move third party payers.

36. The electronic remittance notice analysis system of
claim 27, wherein the denial vate equalizer is determined over
a period of time.

37. The electronic remittance notice analysis system of
claim 27, wherein the average denial vate for each of the
plurality of procedures for a selected one of the plurality of
healthcare providers is determined by comparing a total
number of claims denied to a total number of claims.

38. The electronic remittance notice analysis system of
claim 27, wherein the average aggregate denial rvate for each
of the plurality of procedures for the plurality of healthcare

providers is determined by comparing a total number of
claims denied to a total number of claims.

39. The electronic remittance notice analysis system of
claim 27, wherein the weighting factor for each of the plural-
ity of procedures for the selected one of the plurality of health-
care providers is determined by a value of each of the plural-
ity of procedures as a percentage of the total for the plurality
of healthcare providers.

40. The electronic remittance notice analysis system of
claim 27, wherein the weighted average denial rate for the
period of time for the selected one of the plurality of health-
care providers is determined by multiplying the weighting

Jactor for each of the plurality of procedures for the selected

one of the plurality of healthcare providers by the average
denial rate.

41. The electronic remittance notice analysis system of
claim 27, wherein the weighted average aggregate denial rate

Jor the period of time for the plurality of healthcare providers

based on the weighting factor for each of the plurality of
procedures for the selected one of the plurality of healthcare
providers is determined using the average denial rate and the
weighting factor for each of the plurality of procedures for the
selected one of the plurality of healthcare providers.

42. The electronic remittance notice analysis system of
claim 27, wherein the difference between the weighted aver-
age denial rvate and the weighted average aggregate denial
rate is a percentage difference.

43. The electronic rvemittance notice analysis system of
claim 27, wherein the one or more processor components are

28. The electronic vemittance notice analysis system of  further operable to:

claim 27, wherein the electronic remittance notice informa-
tion includes healthcare provider identifier information, date
information, procedure information, denial/allowance infor-
mation, and financial information.

29. The electronic remittance notice analysis system of
claim 28, wherein the financial information includes an
amount billed for a procedure.

30. The electronic vemittance notice analysis system of
claim 28, wherein the financial information includes an 60
amount allowed for a procedure.

31. The electronic vemittance notice analysis system of
claim 28, wherein the financial information includes an
amount paid for a procedure.

32. The electronic vemittance notice analysis system of 65
claim 28, wherein the financial information includes an aver-
age days sales outstanding for a procedure.

55

determine, for a selection of the plurality of claims,

an average days sales outstanding for each of the plu-
rality of procedures for a selected one of the plurality
of healthcare providers,

an average aggregate days sales outstanding for each of
the plurality of procedures for the plurality of health-
care providers,

a days sales outstanding weighting factor for each of the
plurality of procedures for the selected one of the
plurality of healthcare providers,

a weighted average days sales outstanding for the
selected one of the plurality of healthcarve providers
based on the days sales outstanding weighting factor
and the average days sales outstanding, and

a weighted average aggregate days sales outstanding
for the plurality of healthcare providers based on the
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davs sales outstanding weighting factor and the aver-
age aggregate days sales outstanding, and

determine a difference between the weighted average days

sales outstanding and the weighted average aggregate
days sales outstanding to generate a davs sales out- >
standing equalizer.

44. The electronic vemittance notice analysis system of
claim 43, wherein the one or more processor components are
further operable to determine a composite equalizer based on
an average of the denial vate equalizer and the days sales
outstanding equalizer.

45. The electronic remittance notice analysis system of
claim 44, wherein the average of the denial rate equalizer and
the days sales outstanding equalizer is a weighted average.

46. The electronic remittance notice analysis system of
claim 27, wherein the one or move processor components are
further operable to determine an average amount said for a
procedure, and wherein the average amount paid for a pro-
cedure is used to determine the denial rvate equalizer. 20

47. The electronic remittance notice analysis system of
claim 27, wherein the one or more processor components are
further operable to determine a relationship of amount paid
for a procedure to an amount allowed for a procedure, and
wherein the relationship of amount paid for a procedure to an 25
amount allowed for a procedure is used to determine the
denial rate equalizer.

48. An electronic remittance notice analysis system com-
prising:

one or movre processov components opervable to:

receive electrvonic remittance notice information regard-
ing a plurality of claims for each of a plurality of
healthcare providers and for a plurality of proce-
dures,
determine, for a selection of the plurality of claims,
an average days sales outstanding for each of the
plurality of procedures for a selected one of the
plurality of healthcare providers,
an average aggregate days sales outstanding for each 40
of the plurality of procedures for the plurality of
healthcare providers,
a weighting factor for each of the plurality of proce-

dures for the selected one of the plurality of health-
care providers 45

a weighted average days sales outstanding for the
selected one of the plurality of healthcare providers
based on the weighting factor and the average days
sales outstanding, and

a weighted average aggregate days sales outstanding 50
for the plurality of healthcarve providers based on
the weighting factor, and

determine a percentage difference between the weighted

average days sales outstanding and the weighted

average aggregate days sales outstanding to generate 55

a days sales outstanding equalizer.

49. The electronic remittance notice analysis system of
claim 48, wherein the electronic remittance notice informa-
tion includes healthcare provider identifier information, date
information, procedure information, denial/allowance infor- 60
mation, and payment information.

50. The electronic vemittance notice analysis system of
claim 49, wherein the payment information includes an
amount billed for a procedure.

51. The electronic vemittance notice analysis system of 65
claim 49, wherein the payment information includes an
amount allowed for a procedure.
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52. The electronic vemittance notice analysis system of

claim 49, wherein the payment information includes an
amount paid for a procedure.

53. The electronic vemittance notice analysis system of

claim 49, wherein the payvment information includes an aver-
age denial rate for a procedure.

54. A computerized method for analyzing electronic remit-

tance notice information, the method comprising, in one or
move processov cOmponents:

receiving electronic remittance notice information regard-
ing a plurality of claims for each of a plurality of health-
carve providers and for a plurality of procedures;

determining, for the plurality of claims for each of the
plurality of procedures, an average denial rate for each
of the plurality of procedures for a selected one of the
plurality of healthcare providers;

determining, for at least part of the plurality of claims, an
average aggregate denial vate for each of the plurality of
procedures for the plurality of healthcarve providers,

determining a weighting factor for each of the plurality of
procedures for the selected one of the plurality of health-
cave providers;

determining a weighted average denial rvate for the
selected one of the plurality of healthcare providers
based on the weighting factor and the average denial
rate;

determining a weighted average aggregate denial rate for
the plurality of healthcare providers based on the
weighting factor and the average aggregate denial rate;
and

determining a percentage difference between the weighted
average denial rate and the weighted average aggregate
denial rate to generate a denial rate equalizer.

55. The method of claim 54, wherein the electronic remit-

tance notice information is genevated by one ov morve thivd
party payers.

56. The method of claim 54, further comprising:

determining, for the plurality of claims for each of the
plurality of procedures, an average days sales outstand-
ing for each of the plurality of procedures for a selected
one of the plurality of healthcare providers;

determining, for at least part of the plurality of claims, an
average aggregate days sales outstanding for each of the
plurality of procedures for the plurality of healthcare
providers,;

determining a weighted average days sales outstanding for
the selected one of the plurality of healthcare providers
based on the weighting factor; and

determining a weighted average aggregate days sales out-
standing for the plurality of healthcare providers based
on the weighting factor and the average aggregate days
sales outstanding.

57. The method of claim 56, further comprising

determining a difference between the weighted average
days sales outstanding and the weighted average aggre-
gate days sales outstanding to generate a days sales
outstanding equalizer.

58. The method of claim 56, further comprising.

determining a composite equalizer based on an average of
the denial vate equalizer and the days sales outstanding
equalizer for analyzing claim adjudication information.

59. The method of claim 54, further comprising:

receiving the electronic remittance notice information
from a system of the one of the plurality of healthcare
providers; and

communicating at least a portion of the electrvonic remit-
tance notice information to an analysis system.
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60. The method of claim 59, wherein the communication of
the at least a portion of the electronic vemittance notice
information further includes:

providing an agent on the one of the plurality of healthcare

provider systems the ability to initiate transmission to 5
the analysis system.
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