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Objectives

 To Discuss The Beginning Of An Enterprise Risk
Management Approach In A LTC Setting.

e To ldentity The Various Risk Assessment And Risk
Management Activities That Are Performed In A Typical
Long Term Care Setting.

* To Discuss Why One Company Integrated The
Compliance And Risk Management Departments.
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Enterprise Risk Management (ERM)

COSO Definition:
Enterprise Risk Management —Integrated Framework

Enterprise risk management deals with risks and opportunities affecting
value creation or preservation, defined as follows:

Enterprise risk management is a process, effected by an entity’s
board of directors, management and other personnel, applied in
strategy setting and across the enterprise, designed to identify
potential events that may affect the entity, and manage risk to be within
Its risk appetite, to provide reasonable assurance regarding the
achievement of entity objectives.

Copyright © 2004 by the Committee of Sponsoring Organizations of the
Treadway Commission.
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External Factors Guide ERM Discussions

 Regulatory Compliance Has Been A Key Driver Of The
ERM Movement In Health Care
— Compliance Programs address legal and regulatory risks

— Compliance Programs focus on systems and processes to
mitigate risks associated with substandard care and inaccurate
billing

o Sarbanes-Oxley Act Of 2002 (SOX)

— Response to lax financial reporting and general corporate
wrongdoing, increased pressure fell on risk management
through regulatory compliance.

— SOX mandated that corporations know the risks that they faced
and take appropriate action to deal with them
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External Factors Guide ERM Discussions, cont

 The Patient Safety Movement Has Also Facilitated ERM
Discussions.

— Promoting patient safety requires an organization-wide
commitment

— Organizations are expected to have a “culture of safety”

— Nursing Centers are expected to have a comprehensive plan to
promote patient safety even in the event of a natural disaster

o Pay For Performance And “No Pay” Initiatives Support
ERM Discussions.
— Linking outcomes and “avoidable clinical conditions” to payment
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External Factors Guide ERM Discussions, cont

e Reaping Business Benefits Is Also Becoming A Key
Driver Of ERM
— Improved performance management
— Better risk based pricing
— Value from the investment in ERM process and systems.

« Shareholders Expect Management To Protect Share
Values, And Investors Are Requesting Information On
Companies' Risk-management Policies And Procedures.

* For Survival, Organizations Must Balance Between
Enhancing Profits And Managing Risk
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The Enterprise Risk Management Umbrella

e ERM Umbrella:

— The collection of various risk assessment, risk management, and
risk reporting activities that are performed within the organization

 Departments That Typically Conduct These Type Of
Functions:
— Risk Management Department
— Compliance Department
— Internal Audit Department
— Law Department
— Liability Claims Department
— Quality Assurance and Improvement Department
— Human Resources Department
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Examples of Types of Risks in a Nursing Center

Operational Risks

e Quality Care
— Lack of Regulatory Compliance (Survey Deficiencies)
— Patient and Family Complaints
— Events (Medication Errors, Falls, etc.)
— Potential Medical Malpractice Claims
— Poor Documentation in the Medical Record
— An Ineffective Performance Improvement Program

« \Workforce Issues
— Lack of available and competent staff
— Employee Injuries
— Workers Compensation Claims
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Examples of Types of Risks in a Nursing Center

Legal and Requlatory Risks

e Fraud and Abuse
— Kickbacks and improper referral arrangements

e Coding and Billing (MDS/PPS)
— Inaccurate MDS completion and RUG assignment
— Lack of Medical Necessity
— Physician Authorization

« HIPAA
— Not Protecting Patients’ Privacy
— Information Systems Security

www.hcca-info.org | 888-580-8373



Examples of Types of Risks in a Nursing Center

Financial Risks

e Reduction in Reimbursement
— Changes in Medicare and Medicaid
— Changes in payor mix

 Revenue Recognition
— Note setting reserves appropriately or managing credit balances

o Survey Deficiencies
— Fines
— Hold on admits
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Examples of Types of Risks in a Nursing Center

Strateqic/Market Risks
 Natural Disasters

e Community Competition
e Poor Reputation In The Community

 Merger And Acquisition Strategy
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Risk Functions may exist in Silos in the Organization

Beginning an ERM Approach:

 The Organization Must Have Systems For Sharing
Information Across Departments

« Compliance And Risk Management Activities
— Common skill sets and intersections for accomplishing tasks
— Staff from both departments interact with nursing center staff

* Leverage Existing Compliance And Risk Management
Capabilities And Practices, And Expand Them Across
The Enterprise
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Comparison of Goals

Compliance

Promote Compliance
With Regulations,
Policies And Procedures,
And Thereby Address
Risks Related To:

— Financial, Coding and

Billing
— Quality Care
— HIPAA Requirements

Risk Management

Manage Insurance Costs
And Mitigate Claim Costs

— Medical Liability
— General Liability

— Workers
Compensation
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Comparison of Key Roles

Compliance

* Monitor/Validate
e Training
* Investigations

e A Primarily Quantitative
Approach

Risk Management

Mediate
Educate
Investigate

A Primarily Qualitative
Approach
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Comparison Of Training/Education Conducted

Compliance

e Topics Related to
Promoting an Ethical And
Legal Culture

* Topics to Related to Job
Responsibilities
— Regulatory Requirements
— Policies And Procedures

e Topics Related to
Performance
Improvement
— Systems and Processes

Risk Management

Topics to Address the
High Risk Claims (Patient
Or Employee)

To Address
Documentation
Requirements

Customer Service

— Prompt Response to
Patient and Family
Complaints
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Comparison of Routine Activities

Compliance

e Monitoring and
Auditing
— Site-visits to Assess
Systems and Processes
— Provide “On the Spot”
Training

e |nvestigations

— Poor Quality Care
Allegations

— Utilization Issues
— Improper Billing

Risk Management

e Patient and Family

Interventions

— Customer Service
Initiatives

— Rapid Response to
Complaints

e |nvestigations
— Events
— Patient/Family Complaints
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Comparison of Data Tracking and Review

Compliance

Internal Reports
» Hotline Calls from employees,

* Hotline Calls from
patients/residents and family
members

Trends Related to Events

Trends Related to Survey Data

QI/QM Reports

Government Investigations

Risk Management

Claim Type (Frequency and
Cost, Liability and Worker’s
Comp)

Events

Complaints

Survey Data

QI/QM Reports
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The Integration: Where did we begin?

The Initial Goal - To Enhance Communication Between The
Compliance And Risk Management Departments

« We Had Combined Compliance And Risk Management Staff
Meetings

» We Discussed Focus Areas And Identified Similarities And
Differences

« Staff Made Several Joint Compliance And Risk Management Visits

We Evolved To A Decision To Integrate The Departments.
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Integration - Key Considerations

Decision To Integrate

Evaluation of the Risk Management Department’s and the Compliance
Department’s role in supporting the Company with a comprehensive
ERM framework

Goals Of A Combined Risk Management And Compliance

Department:

To support the enterprise in areas of risk identification, analysis, and
mitigation.
To continue achievements in reducing medical malpractice issues.

To continue administration of an effective Ethics and Compliance
Program that prevents, detects and corrects regulatory violations

To continue the gains made in reducing worker’'s compensation
expense.
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Making the Integration a Success

Enhanced Communication
— A weekly department management staff meeting
— A weekly department-wide Flash Call

Use Of Qualitative And Quantitative Approaches

Staff Competencies
— Training to expand staff competencies

Combined And Crossed Trained Staff

— Hotline and Event Staff expand role in screening, triaging and
processing

— Risk Managers expand to include quality monitoring

Enhanced Technology
— To manage, analyze and utilize data
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Questions
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