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Executive Summary 

 

In North Carolina, there is an adage that goes, ñIf youôve seen one health department, youôve 

seen one health department.ò  This is also true of medical coding and billing practices.  

Historically, there has been a lack of emphasis on revenue generation in most public health 

departments.  However, increases in numbers of patients to be seen with decreasing funding has 

forced health departments to look closely at the way they do business.   

 

Essentially, the product of this business plan is providing a medical billing consultant to the local 

public health departments to help with coding and billing issues.  The consultant, readily 

accessible for questions via email, phone or in person, will provide medical code training and 

billing audits.  She will identify needs specific to that health department and will work with the 

State Nurse Consultants for remedies to fix pertinent issues.  The characteristics of the target 

market that are key to this project include the lack of standardized billing practices, lack of 

specific training, staff turnover and lack of emphasis placed on revenue generation by the health 

departments as a system.   
 

According to the Division of Medical Assistance, Local health departments exist: 

ñto meet the mandate of the NC General Assembly, ensuring that all citizens in the State 

have access to óessential health servicesô [é].  Medicaid recipients are entitled to receive 

the services provided at a local health department which may include [é] child health, 

personal health, chronic disease control, communicable disease control, family planning, 

maternal health and dental health.  Local health departments follow the same Medicaid 

policies as other health care providers.ò
1
   

 

Thus, it is important that local health departments either possess the understanding of the 

intricacies of billing Medicaid and other insurances or they have access to someone who does.   

 

Throughout this plan, the term ñincubatorò is used to denote a group of health departments 

working together voluntarily.  Our incubator team will start by focusing on the 10 health 

departments in the northwest region of North Carolina.  In each county or district, we will target 

the local public Health Director initially, eventually working with the nursing supervisors and 

staff, administrative support staff and providers as appropriate to each health department.  At 

first, we will concentrate exclusively on the Northwest Partnership counties.   

 

The start-up funds for this project come from the Public Health Incubator Collaboratives (PHIC).  

The Collaborative funds were based on a submitted budget for salary for two years for a full-time 

medical billing consultant, her travel and office supplies.  Four counties will be initially piloted 

during Year One using entirely PHIC funding and in-kind.  Year Two revenue will increase due 

to fees for services for five counties.  Year Two also has a decrease in PHIC funding, but realize 

an overall net profit.  Fees for the services provided by the project will be calculated and charged 

to health departments as outlined in the Financial Resources section of this plan.  This will 

continue after the start-up funds are exhausted thereby sustaining the position. 
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Definition of Plan 

 

Our team will develop a program that will enhance the efficiency and profitability of public 

health departments in North Carolina.  The services of a medical billing consultant will be 

secured to research and standardize medical coding practices in each contracted county, to train 

staff and to develop best billing practices.  The funds supporting this project will come from the 

North Carolina Public Health Incubator Collaboratives (PHICs) in the form of a grant to cover 

the expenses for recruiting and supporting a qualified medical billing consultant with the project 

pursuing a fee structure to sustain it after the grant period. 

 

With our project, health departments will be provided a medical billing consultant who will train 

and assist staff to code and bill for all billable services and help generate revenue currently not 

accessed.  Wilkes County, one of the northwest county health departments, has been asked to 

house the position in-kind for the first two years of the project.   

 

As stated, the primary target market for this project is the local public health department.  Rural 

health departments in particular are in need as they are typically unable to support a position 

such as this one on their own.  This program will be offered initially to the ten North Carolina 

counties forming the Northwest Partnership for Public Health with potential to expand to all 85 

North Carolina health departments.  Should this expansion occur, additional staff would need to 

be hired.   

 

Objectives of this program will include: 

1. To reduce billing and coding errors through training sessions conducted with 

health care providers and billing staff as evidenced by accounting for all patient 

encounter forms at the end of each day and by updated forms. 

2. To increase financial accountability of health care providers and staff through 

training sessions and audits as evidenced by providers learning and using the most 

up-to-date Current Procedural Terminology (CPT) codes and addressing all 

necessary components when charging certain codes, especially Evaluation & 

Management (or E&M) codes. 

 

The four-county pilot will include Davidson, Surry, Wilkes and Yadkin Counties.  These four 

were chosen both because each had an event that precipitated the need for in-depth coding and 

billing assistance and also because of the countiesô willingness to participate in the program. 

 

An initial evaluation phase will be conducted to determine missed revenue, incorrect coding 

procedures and lapses in documentation.  This evaluation will be conducted in approximately 12 

days over the course of a few weeks to a couple of months depending on the clientôs timetable 

and will include the following elements: 

Å Encounter Form Audit (3 days off-site) ï This review of the clientôs encounter form (also 

known as a superbill, ticket or voucher) will check for the following: 

o CPT codes that are no longer used 

o Incorrect CPT codes (e.g., the CPT code does not match the descriptor ï CPT 

36415 is a venipuncture, not a finger stick (36416)) 
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o CPT codes that are best listed together on the form (e.g., for the maximum 

reimbursement 99000 (specimen handling) and 36415 should always be billed 

simultaneously if the specimen is sent to an outside lab) 

o Companion codes (e.g., an administration code 90471 should always be charged 

with a vaccine administration such as the flu vaccine, 90658) 

o CPT codes that should be reviewed to see if they belong on the encounter form 

(e.g., 92002 or a ñDiagnostic eye examò which can only be charged by an 

ophthalmologist who is no longer on staff) 

 

Å Encounter Form Review with staff (2 hours on-site) ï At this visit, the medical billing 

consultant would go over findings and make recommendations on changes to the 

encounter form.  The medical billing consultant would work with the Health Director and 

Director of Nursing to determine which staff would most benefit from the information 

(i.e., lead program nurses, physicians, clerical staff).  He or she would be responsible for 

scheduling the Encounter Form Review. 

 

Å Chart Audit (2-3 days on-site) ï This review of 20*  charts will check for the following: 

o Procedures actually performed (e.g., the patient had a Pap smear) 

o Procedure codes charged (e.g., the patient was charged for a Pap smear) 

o Whether the procedure codes were correctly used (e.g., a Pap smear was charged 

and was also performed) 

o Missed charges (e.g., a Pap smear was done but not charged for) 

o Additional codes that could have been charged including codes missing from the 

encounter form (e.g., a Pap smear was done but it was not on the encounter form 

and the provider did not write it in) 

o Companion codes and modifiers that could have been charged and would increase 

reimbursement (e.g., a Pap smear was done and sent to an outside lab but the 

additional specimen handling code was not charged for) 

o Documentation errors (e.g., a Pap Smear was done but the physicianôs order for it 
was never documented) 

 

* The number 20 was selected because the state requires audits of 10 charts twice a year for 

each of the following programs: Maternity Clinic, High Risk Maternity Clinic, Maternity 

Care Coordination, Home Visit for Postnatal Assessment and Follow Up, Maternal Outreach 

Worker and Family Planning ï Female.
2
 

 

Å Chart Review (2 hours on-site) ï This visit would include a health department-specific 

report to clinic and clerical staff to review the findings of the Chart Audit and brainstorm 

ideas for addressing each inefficiency.   

 

Å Billing Practices Audit (2-3 days on-site) ï This review of the clientôs billing practices 

will check for the following: 

o Policies regarding lost or missing encounter forms (leading to ñfree visitsò and 
missed revenue) 

o Policies regarding writing off patient balances versus resubmitting claims 

correctly 
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o Balancing procedures such as balancing number of charges and balancing the till 

o Responsibility of each clerical staff member, such as 

Á Check-in staff updating insurance and changes of address 

Á Check-out staff collecting co-pays and double checking encounter forms 

for correctness 

Á Charge entry staff counting the charges at the end of the day to make sure 

all charges have been entered into the system (and no duplicate charges 

were entered) 

 

Å Billing Practices Review (2 hours on-site) ï This visit would include clinic and clerical 

staff to review the findings of the audit and discuss recommendations for implementing 

best practice policies in addressing each inefficiency.   

 

This evaluation will be followed by a corrective action plan customized to the clients according 

to their needs.  The corrective action plan will be presented to the clients with time for 

discussion.  For example, the corrective action plan might include the following elements: 

Å Revised encounter form or recommendations for revision 

Å Recommendations for billing practice policy such as a co-pay collection policy 

Å Recommendations for discipline-specific training such as nutrition code billing or 

Evaluation and Management (E&M) code billing 

Å Recommendations for fee schedules including laws concerning price fixing as well as 

mechanisms to determine charges 

 

During the implementation phase of the corrective action plan, the medical billing consultant will 

be available by e-mail, telephone, fax, conference call or in-person for questions and 

consultation. 

 

Annual evaluations will be necessary as CPT coding and HCPCS (Healthcare Common 

Procedure Coding System) references change from year to year.  As staff becomes more efficient 

on the correct method(s) of using encounter forms/CPT codes, the medical billing consultant 

would be able to provide a more detailed and accurate audit showing quantitative/qualitative 

data.   

 

The following is a list of yearly job duties that a client should expect from the medical billing 

consultant: 

 

Å CPT and ICD-9 changes  

Å Training in coding for Health Check, Family Planning, Immunizations, Diabetes 

Management Self Training (DMST) and Medical Nutrition Therapy (MNT)  

Å Audits of Encounter Forms, E&M codes and patientôs charts 

Å Sharing monthly bulletin information pertaining to the Health Department 

(Medicare/Medicaid) 

Å Changes in coding requirements (e.g. modifiers, units, formatting CMS 1500) 

Å Assistance with coding questions, revising encounter forms and fee schedules 
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Finally, the medical billing consultant would be available for discipline-specific training starting 

with topics that were diagnosed as ñproblem areasò in the evaluation.  Nutrition codes, E&M 

codes and Health Check Screening Exam coding guidelines are a few of the topics on which the 

medical billing consultant could provide training.  Part of the customization that would be 

offered is the type, number and length of trainings.  Should the medical billing consultant notice 

a pattern of training, she could then offer joint trainings on similar topics of interest to more than 

one health department.  (See Appendix A for an example of the training that can be offered to 

staff on immunization coding). 

 

The client would be engaged to help devise the best schedule for training.  Frequently, health 

departments are unable to release more than one or two staff members at a time for training as 

clinics must be open for clients.  It should also be stated that many health departments continue 

to have segmented clinics (e.g., maternity clinic is only offered on Wednesdays and child health 

clinic is only available every other Friday), although there is a push toward open access 

scheduling.  Therefore, it will be vital to offer the client multiple training options such as one-on-

one or group training to be able to accommodate the segmented clinic schedule.   

 

By the end of year 1- 

Å 4 one-year contracts will be signed 

Å 1ï2 trainings per health department will be conducted 

Å Post-training evaluations will show participants gained knowledge or skills in 2 areas 

Å Denials will decrease by 20% from baseline per county  

Å Revenues will increase by as much as $12 per patient encounter 

 

By the end of year 2- 

Å 5 one-year contracts will be signed (4 pilots and 1 additional county) 

Å 1ï2 trainings will be conducted for the new contracted health department  

 

By the end of year 3- 

Å 6 one-year contracts will have been signed (1 new in addition to the 5 existing ones)  

Å 1ï2 trainings will be conducted for the new contracted health department for year 3 

Å Post-training evaluations will show participants gained knowledge or skills in 2 areas 

Å Denials will decrease by 30% from baseline per county  

 

By the end of year 4- 

Å 7 one-year contracts will have been signed (1 new in addition to the 5 existing ones)  

Å 1ï2 trainings will be conducted for the new contracted health department for year 4 

Å Post-training evaluations will show participants gained knowledge or skills in 2 areas 

Å Denials will decrease by 30% from baseline per county  

 

By the end of year 5- 

Å 7* one-year contracts will have been signed 

Å 1ï2 trainings will be conducted for the new contracted health department for year 5 

Å Post-training evaluations will show participants gained knowledge or skills in 2 areas 

Å Denials will decrease by 35% from baseline per county 

*   Appalachian District Health Department is a three-county district and acts as 1 entity.
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Operations and Management 

 

The Appalachian District Health Department is the fiscal agent for the Northwest Partnership for 

Public Health and as such, it will be responsible for the revenue, expenses and personnel 

considerations of the project.  The Partnership Director, already an established position, will 

recruit, interview, hire and supervise a full-time (1 FTE) medical billing consultant.   

 

The North Carolina Office of State Personnel (OSP) must be contacted to establish the new 

position.  Because OSP does not have a medical billing consultant or medical coder position 

listed for local government use, a Position Description (Form 102) will be created based on 

Medical Records Assistant V (00496) with a salary grade of 61.  (See Appendix B for the OSP 

Position Description).  Once the medical billing consultant is hired and oriented, he or she will 

begin contacting the four interested counties to initiate the contract.  Once contracts are in place, 

the formal portion of the project will begin.  

 

The medical billing consultant will be housed in the Wilkes County Health Department in a 

space no less than 5 feet by 7 feet.  She will be provided with a desk, chair, adequate lighting, 

electricity, telephone, fax capability and internet access.  In terms of technical assistance, internet 

connection will be provided by and maintained by the Wilkes County Health Department 

through the County of Wilkes government offices in-kind for Years One and Two. 

 

A computer, portable printer and flash drive will be purchased by the Partnership for the medical 

billing consultant as well as any necessary office supplies.  The decision has already been made 

by the Partnership to hire someone with special expertise in medical billing and coding and train 

him or her in the ñspecialtyò of public health rather than training a public health worker in 

coding.  Medical coding is highly specialized and must be learned over time.   

 

Contrariwise, public health is learned mainly on-the-job.  Wilkes County Health Department is 

required to offer a new employee orientation which the medical coding consultant would 

complete.  Also, free on-line training modules are offered on various topics.  The HIPAA on-line 

training modules (which are public health-specific) and the Introduction to Public Health in 

North Carolina training module by the North Carolina Public Health Academy would be the first 

two trainings the medical billing consultant would be asked to complete. 

 

Additionally, supervision of the position will be maintained by the Northwest Partnership in the 

form of the Partnership Director at the equivalent of a 0.3 FTE.  The Partnership Director will 

process all timesheets, work schedules, travel documentation and training budget for the medical 

billing consultant. 

 

Demonstration of Need and Target Market  

 

A few years ago, several county health departments in northeast North Carolina formed a 

voluntary collaborative to work together and share resources to the benefit of all.  The state 

legislature was approached for funding for this ñincubator.ò  Over the years, five additional 

incubators have been formed in various regions of the state ranging from 9 to 19 counties in size 

and are formally called Public Health Incubator Collaboratives.   
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One stipulation for incubator projects is that they must be innovative to public health and they 

must differ enough from incubator to incubator in order that not all 6 incubators should be doing 

the same or similar projects.  The Board consists of the Health Directors from each participating 

county with representatives from the North Carolina Institute for Public Health (NCIPH).  

Finally, incubators are charged with sharing any lessons learned or best practices with the other 

incubators.  Innovation and sharing of resources across county lines make incubators a unique 

opportunity to work in public health as opposed to single county health departments. 

 

Businesses in general are feeling the effects of a tough economic slump and public health 

departments are no exception.  As federal, state and local monies are decreasing, it is imperative 

that health departments boost their Medicaid, third party insurance and private pay dollars.  Due 

to lack of staff training, staff turnover and outdated codes and encounter forms, health 

departments are not only losing revenue but, in some cases, having to cut programs and/or 

employees.  When health departments are forced to cut programs, the publicôs health and our 

communities pay the price. 

 

As a general rule, health departments in North Carolina have not had the same advantage as 

private providers by having qualified medical coders.  Private providers have known for years 

that it is essential to have a trained medical coder.  This lack of skilled staff has caused a 

decrease in revenue to health departments which has limited the services they can provide, 

number of patients they can see and, in extreme cases, paying back Medicaid dollars resulting 

from incorrect billing practices.  Additionally there are significant differences between public 

health and private sector coding/billing.   

 

Health Departments act with local autonomy provided that the NC General Statutes are 

addressed.  Therefore, there is no set way in which any health department configures the billing 

operations.  For example, there is no formula used to determine fees for patient services.  Each 

health department is encouraged to review economic trends as well as the Medicaid Cost 

Analysis. 

 

In fact, the only guidance given by the state is that ñFees shall be based upon a plan 

recommended by the local health director and approved by the local board of health and the 

appropriate county board or boards of commissionersò (§ 130A-39g).  This lack of formal 

guidance is mirrored over the remaining variables in local health departments concerning the 

treatment of patient accounts: local control over the format of the encounter form, local control 

over the make-up of the front desk staff, local control over the procedures used to balance each 

day, just to name a few.  There are no required templates for policies such as bad debt write off 

or process of collecting patient balances.  There are no required courses for billing and collecting 

staff, most of whom have a high school education and no formal coding training. 

 

As there are no formal processes in place guiding local health departments with regards to 

patient accounts, ten different health departments present with ten different systems with most 

depending on on-the-job training to learn the skills needed to do the job.   
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At present, the state offers nursing and administrative consultants to help with the coding and 

billing questions presented by the health departments.  The primary duties of these consultants 

include support during the public health accreditation process, consultation on policies and 

procedures, standing orders, job descriptions, documentation, legal issues and other issues that 

cross programs (e.g. quality improvement processes), support in improving efficiency and CPT 

coding audits and training.  

 

The state consultants provide each health department with great knowledge and support at no 

cost to the health department.  However, state nurse and administrative consultants are limited to 

the amount of time, training and third-party billing knowledge they can provide health 

department staff, with one consultant covering up to 21 counties. 

 

There is a need for a medical billing consultant with up-to-date training and data not only in 

Medicaid but in Medicare and private insurances as well as current CPT codes.  A consultant 

with more flexibility and mobility would allow her to tailor training based on specific health 

department needs, providing in-depth instruction in group settings or more structured 

individualized training.  There are four primary reasons that correct coding should be a priority 

for local public health: 

1. Incorrect coding is illegal, leading to insurance fraud and payback situations.  No one 

wants to pay back Medicaid and other insurances because of billing and coding mistakes.  

A consultant can train staff on correct billing in order to help eliminate this problem.  She 

can also catch these problems before drastic coding mistakes become costly. 

2. Incorrect coding is unethical, as each code defines a specific service given to the patient 

that must be supported by documentation in the medical record. 

3. Incorrect coding is inadvisable.  ñUnder codingò is using a code that describes only part 
of what was done by a provider in order to charge less money to the patient.  This 

practice does not give credit to the provider for the work he or she has done and risks 

implying to stakeholders that public health providers do not work as hard as private 

practitioners.   

4. Correct coding and billing will increase revenue.  This in turn will help give Health 

Departments more flexibility on spending for programs in need.  Additionally, it will 

increase staff productivity by freeing up time spent on correcting and resubmitting 

claims. 

 

Nine of the 10 health departments in northwest North Carolina report that there is no coder on 

staff.  The tenth county (Forsyth) is comfortable with its billing situation and has elected not to 

actively participate in this project but has offered to allow the medical billing consultant to 

observe its processes and ask questions.  In the other nine counties, no one is consistently 

responsible for keeping up to date on coding requirements or the frequent changes.  Confusion 

and uncertainty leads to lost revenue and costly mistakes.  In the area, Cabarrus, Mecklenburg 

and Guilford County Health Departments state that they have a staff member who acts as a coder 

but there is no standard qualification for this position in the health department system. 

 

The following map shows the ten Northwest Partnership counties in color.  As mentioned 

previously, the counties in yellow (Davidson, Surry, Wilkes and Yadkin) are the four pilot 

counties.  The remaining counties in green (Alleghany, Ashe, Davie, Forsyth, Stokes and 
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Watauga) are potential counties for Year 2 of the plan.  The remaining 75 North Carolina 

counties (shown in white) represent the potential growth of the plan in subsequent years.   

 
 

A recent audit of the four pilot counties showed 1) invalid/incorrect CPT (Current Procedural 

Terminology) codes, 2) misused codes, 3) procedures performed but not charged/billed and 4) 

lack of audit tools/no universal system for auditing.  These errors not only cost health 

departments much needed revenue but could have resulted in insurance fraud or a payback 

situation.  Our team will primarily target these health departments, with emphasis on the staff 

using the encounter form/CPT codes such as physicians, nurse practitioners, nurses, nutritionists, 

lab technicians and billing clerks.   

 

The types and numbers of staff who handle codes in some capacity can be found in Appendix C.  

While only 99 of the 191 staff members listed actually code for visits and services, it is 

imperative that the remainder have an excellent working knowledge of coding principles so as to 

serve as a safeguard for correct coding.  For example, a clerical staff in charge of checking out a 

patient would notice on the encounter form that a patient had one facial lesion removed (CPT 

17000).  However, the staff might also notice that the patient had more than 1 Band-aid on her 

face.  If properly trained, she should ask the provider if more than one lesion had been removed 

(17000 for the first lesion, 17003 for 2-14 additional lesions).   

 

Finally, while a ñTrain the Trainerò approach would be reserved as an option, the medical billing 

consultant would recommend more direct means of training in that some of the coding concepts 

are difficult to understand to begin with, without having the confusion of staff hearing the 

information secondhand or not at all from a fellow staff member.   

 

Marketing Strategy 

 

This product of business plan will be the services of a medical billing consultant offered to 

public health departments, most of which lack the resources to hire a full-time coder on their 

own.  Health Directors, as the gate keepers to local public health, will be targeted first and 

foremost.  (See Appendix D for Letters of Support to date).  The fees for this service will be 
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based on the report from the Department of Health and Human Services entitled, ñLocal Health 

Departments: Revenue Sources Per Capita.ò 

 

The following means will be used to disseminate our message: (See Appendix E for explanation 

of marketing budget.) 

Å Word-of-mouth:  As the Health Directors share the benefits of the program with their 

counterparts, this ñfree advertisingò will help move the project forward. 

Å E-mails:  The medical billing consultant will be available by e-mail to respond to 

potential clients and make contacts as needed.  All of the Health Directorôs e-mail 

addresses are listed at http://www.ncalhd.org/county.htm so that the medical billing 

consultant could send any promotional materials by this means.  

Å Presentations:  The medical billing consultant will be available to present the services 

provided to potential clients.  This will be done either proactively or reactively should 

Health Directors or their management staff members make the request.  Health Directors 

regional meetings (which happen on a monthly basis) are also an excellent opportunity to 

share information about the project.  The cost to the medical billing consultant would be 

time and travel. 

Å State Conference:  The North Carolina Public Health Association Annual Meeting and 

the North Carolina Health Directorôs State Conference are ideal venues for sharing the 

project with potential clients.  In terms of cost, the incubators are frequently asked to 

present on their projects for which there is no charge (as opposed to renting a sponsor 

booth).  The cost to the medical billing consultant would be associated primarily with 

time and travel.  

 

Industry Analysis 

 

The Northwest Partnership for Public Health is one of the Public Health Incubator Collaboratives 

falling under the oversight of the North Carolina Institute for Public Health (NCIPH).  NCIPH is 

the service and outreach arm of the University of North Carolina ï Chapel Hill School of Public 

Health and is ñfirst and foremost an educational resource for public health professionals, offering 

hundreds of courses and workshops each year, in basic competencies as well as emerging 

issues.ò
3
  Additionally, the ñóPublic Health Incubator Collaborativesô is the overall program title 

that represents teams of local health departments working together voluntarily to address 

pressing public health issues.ò
4
  

 

As one of 6 Incubator Collaboratives, the Northwest Partnership consists of the following North 

Carolina counties: Alleghany, Ashe, Davidson, Davie, Forsyth, Stokes, Surry, Watauga, Wilkes 

and Yadkin.   

 

Public health department structure varies widely across the United States with some health 

departments acting regionally and some locally.  In Tennessee, ñlocal health departments in all 

95 counties offer a variety of preventive services [with] comprehensive primary care services 

provided in selected health departments based on the needs of the community.ò
5
  Georgia has a 

regional health district structure with some health departments offering only limited services.  

All this is to say that just as public health is diverse across the country, the way in which patient 

accounts are handled may be said to be just as diverse.  If health departments offer only limited 

http://www.ncalhd.org/county.htm
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patient services, there are fewer services to bill for and the option to bill insurances other than 

Medicaid is highly variable. 

 

Until recently, health departments did not have the challenge of billing using CPT codes.  Health 

departments ñunbundledò and began using CPT codes in 2000.  Prior to that, health department 

providers did not have to code and were not prepared for the change to CPT codes.  These 5-digit 

codes are coupled with a descriptor of the service.  Developed by the American Medical 

Association in 1966 and updated annually, a ñrecent version [éCPT 2007] contains 8,611 codes 

and descriptors.ò
6 

 

According to First Research, a sales consulting firm: 

 

The healthcare industry in the US produces annual health spending of about $2 trillion.  

Goods and services are provided by manufacturers of drugs, medical devices, and other 

supplies, with combined annual revenue of $300 billion, and by care providers (hospitals, 

clinics, doctorôs offices, nursing homes) with combined annual revenue of $1.5 trillion.  

Much of the cost is funded by private health insurers with annual spending of $700 

billion, and government health insurance programs like Medicare and Medicaid, with 

combined annual payments of $1 trillion.
7
 

 

That said, it is evident that the way in which health care providers collect money from insured 

patients is directly dependent on the codes for services submitted to insurance companies.  Thus, 

medical coding may be said to be the biggest success factor for any medical practice.  Doing it 

correctly can mean the stability of your business.  Doing it incorrectly could mean the downfall 

of your practice.   

 

It is common knowledge that private practice physicians rely on income generated from 

insurance claims and contracts.  According to Grider, ñapproximately one fourth of all medical 

practice income is lost due to under pricing, under coding, missed charges or unreimbursed 

claims [with] hundreds of millions of dollars lost annually due to medical billing errors.
8
  

Professional coders are an important requirement for any thriving practice.  However, it seems 

that public health departments, at least in North Carolina, are not at present maximizing the 

available reimbursement from insurance because of a lack of skills in CPT coding and other 

billing issues.   

 

Therefore, in describing the industry that this project best aligns with, it would be most accurate 

to say that this is a hybrid.  The classification falls soundly between the ñProfession and Business 

Services Industryò (subsector ï Management, Scientific, and Technical Consulting Services) and 

the ñEducation and Health Services Industryò (subsector ï Health Care) with the addition of a 

public health specialty.
9
  According to the US Bureau of Labor Statistics, the subsector of 

Management, Scientific and Technical Consulting Services is the fastest growing and one of the 

highest paying subsectors of industry in the United States.  Similarly, 7 of the 20 fastest growing 

occupations are health care related.
10

 

 

Just with any medical billing consultant service, there are several key success factors in this 

industry.  For this plan to be successful, the following must take place: 

http://www.outsourcemanagementgroup.com/services.html
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1. The Northwest Partnership must provide a highly trained medical billing consultant to 

serve as the liaison to the health departments. 

2. The health departments must recognize the need for such services. 

3. Turnover in the health departments must occur regularly. 

4. The requirements for hiring billing and clerical staff must continue to be minimal (i.e., 

high school graduate with no specific medical coding experience or training). 

5. Changes in CPT codes and billing practices must occur regularly to keep the need for the 

business continuous.   

 

Competitors and Partners 
 

Competitors and partners for this business plan are diverse, crossing over county and state lines 

and into the private sector as well.  Partners would take the form of local, regional and state level 

personnel, primarily in public service agencies.  Competitors, on the other hand, might be public 

or private agency representatives. 

 

For our plan to succeed, we must form strategic alliances that can help bring expertise, resources 

and support to the project.  For example, our local partners in this business plan will  be Health 

Directors, health department staff, Boards of Health and County Commissioners.  They will form 

the backbone of our support in that while the medical billing consultant can provide valuable 

coding training, the health departments will provide public health training.  Additionally, in Year 

1, the health departments will not be paying for the services but will have an opportunity to reap 

the benefits of the medical billing consultant.  This will help show the value of the services and 

will be especially beneficially in the word-of-mouth facet of the marketing strategy.   

 

Also, while all of the pilot counties will serve as a training ground in public health, Wilkes 

County Health Department will be providing space (utilities, telephone, rent) in-kind.  The 

fundamental reason our partners would be interested in participating is because having trained, 

knowledgeable staff decreases work load and potential payback situations and creates less 

dependency on grant monies. 

 

One of our regional/state partners will be the Nurse and Administrative Consultants.  It has been 

admitted that these consultants are valuable to a public health department.  In short, the medical 

billing consultant is strong on coding but weak on public health.  The state consultants are strong 

on public health but program-specific on coding (i.e., family planning codes, maternity codes, 

etc) and are limited in the amount of time they have for each county.  Since they work at no 

charge to the health department, our medical billing consultant can collaborate with them to 

supplement any gaps in public health that she has.  Using the medical billing consultant would 

decrease the amount of time spent contacting state consultants for coding questions and reduce 

the amount of response time to those questions. 

 

There are potentially numerous competitors of our business including web-based training, 

insurance companies, other consulting firms, CPT coders and our own state Nurse and 

Administrative Consultants.   
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Nationally, there are five organizations that offer services that could be considered somewhat 

similar to this project.  TCN, The Coding Network, is a national service based in Beverly Hills.  

It offers consultation in evaluation and management (E&M) coding, ambulatory surgery, 

anesthesia, surgery, emergency medicine, radiology, pathology and hospital facility coding.  It also 

offers a free coding analysis and a fee-per-case price structure with no minimums.  All fees are 

determined by volume, specialty and contract terms.
 11

  While the E&M coding could be 

considered beneficial, the further expertise in public health is lacking. 

 

Similarly, Medical Coding Services, LLC, based in Pendleton, Indiana, is a national service 

offering backlog coding, compliance audits, ICD-9 coding validations and review and 

emergency room E-code evaluations.  However, the primary target audience of this group is 

hospitals as evidenced by its motto, ñCoding Consultants Keeping Hospitals Healthy.ò
12

 

 

In an October 2006 issue of Fortune Small Business magazine (FSB) concerning a small medical 

practice with financial difficulties, FSB cited ñthree respected management consultants to 

diagnose [an] ailing business and recommend treatmentò including Healthcare Business 

Consultants (Asheville, NC), Healthcare Management & Consulting (Bay Shore, NY) and Health 

Care Economics (Indianapolis).
13

  The latter firm, while helpful with the finance side of a 

practice, does not appear to have expertise in coding or billing.  None of the three appear to have 

specific public health expertise.  None of their fees are published on their websites. 

 

Our services differ from other competitors because we are meeting a need specific to health 

departments by providing a service that encompasses training, consulting, compliance and 

evaluation of services specific to each local health department and its employees.  This tailored 

approach will be delivered to the health departments on site. 

 

Risks and Exit Plan 

 

In the initial stages, very few risks exist for this business plan, primarily because the funding is 

already secured for at least two years of the project.  However, one ethical obstacle for gaining 

health department buy-in is the issue of charging low income, non-insured patients the same 

amount as the insured patients.  As health department staff are not used to an environment where 

revenue generation is encouraged, their argument is just because you can charge it doesnôt mean 

you should. 

 

Another issue is that state consultants who are already in place feel they can be of help with 

coding questions.  However, much time and energy must be placed on the accreditation aspect of 

consultation.  They answer questions as they can and train on request.  Each state nurse 

consultant covers up to 21 counties and cannot be expected to be constantly available or current 

with changing individual insurance requirements.  

 

One potential risk is if the state decided to buy-out the project or decided to structure a position 

for each local health department through the Office of State Personnel.  The Northwest 

Partnership would therefore release control and financial obligation to the state.  This in itself 

would be a challenge to divide up the revenue (if any) amongst the participating Incubator 
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counties.  The consultant employee would either have her duties reassigned or lose her position 

altogether. 

 

Should an unintentional exit be required, the medical billing project would be unable to continue 

without some structure.  The costs associated with the exit would be minimal if it occurred in the 

early stages of the project.  For example, as the space is in-kind, it would be reallocated to a local 

employee.  The majority of the equipment associated with the position at the onset would be 

mostly computer and technical equipment and would be transferred back to the Northwest 

Partnership for use on another project.  The Partnership would bear all costs of the exit plan.  

One strategy for addressing this possibility could be to restructure and have the consultant 

become her own private and fiscal agent.  This would be a challenge as there would be no county 

aid to fund this position and no governing board to organize and manage the position. 

 

Implementation Plan and Timeline 

 

Date Action  

Pre-March 2009 Å Make initial contacts 

March 2009 Å Collect information, write job description 

April 2009 Å Obtain approval of job description by NC Office of 

State Personnel (takes 2 ï 4 weeks) 

May 2009 Å Post position through Employment Security 

Commission and community colleges (Health Directors 

request that newspapers not be used initially) 

June 2009 Å Set up and conduct interviews; make offer if there is a 

qualified candidate 

July 2009 Å Initiate hiring process and begin public health 

orientation 

July ï August 2009 Å Northwest Partnership Board will vote to approve 

business plan 

Å Review contracts for initial start up funding  

Å Initiate contracts with pilot counties  

Å Initialize marketing plan  

September ï November 2009 Å Audits of pilot counties  

November 2009ï May 2010 Å Conduct 1ï2 trainings in pilot counties with preï and 

postïtraining evaluations  

December 2009 ï February 2010 Å Disseminate audit results and make recommendations 

Å Formulate implementation strategy for 

recommendations  

May ï September 2010  Å Initiate contract with additional county  

Å Provide technical assistance on implementation strategy 

Å Reevaluate implementation strategy including denials 

and current billing 

Å Add services to pilot counties as needed 
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Financial Resources 

 

As the fiscal agent for the Northwest Partnership, the Appalachian District Health Department 

will be responsible for managing the financial resources of the project including collection of 

fees from the contracted counties.  The start-up funds for this project come from the Public 

Health Incubator Collaboratives (PHIC).  The Collaborative funds were based on a submitted 

budget for salary for two years for a full-time medical billing consultant, her travel and office 

supplies.  Office space and telephone are in-kind as well as 30 percent of a supervisor salary.  

Equipment including a computer, portable printer and flash drive will need to be purchased 

during Year One.  Travel amounts reflect marketing efforts as well as training for the counties 

and continued training for the consultant.   

 

Four counties will be initially piloted during Year One using entirely PHIC funding and in-kind.  

The PHIC funded amount is $45,243.  This amount was requested based on calculations of 

salary, travel, office expenses, marketing expenses and fiscal administration fees.  The salary 

was calculated at an annual rate of $26, 795 for one full time employee plus a salary reserve of 

3%, Social Security calculated at 6.2%, Medicare calculated at 1.45% and retirement calculated 

at 6%.  Each of these amounts was rounded to the nearest dollar for the budget and calculated at 

the anticipated maximum amount.  Health insurance premiums were added at $356.67 monthly.   

 

Year One expenses include salary for one full-time employee (see salary calculations above).  

The salary was determined by the classification from the Office of State Personnel, Medical 

Records Assistant V (salary grade 61).  Travel expenses total $4,493 and are itemized in 

Appendix F.  Year One office supply expenses ($2,053) include the purchase of start-up 

equipment such as a computer, printer, wireless mouse, memory stick, power strip and rolling 

computer case.  Additional costs include ink cartridges and computer paper.  Additional costs 

associated with the office supplies expense line include the purchase of professional 

billing\coding manuals which include CPT, HCPCS Professional and ICD-9. 

 

Year One revenues also included in-kind contributions for supervision of the consultant and for 

office space.  Supervision was calculated at 30% of salary and fringes calculated as above for a 

total of $4,734.  In-kind office space includes rent, telephone and utilities and was calculated 

based on the indirect cost rate for largest Medicaid revenue generating county at a rate of 13.08% 

of operating expenses for a total of $5,776. 

 

Our marketing line includes items such as business cards, color brochures, and a NWPPH logo 

banner.  It also includes funding for an exhibitor booth with electricity, hotel, mileage and food 

for the annual North Carolina Public Health Association Conference and the State Health 

Directors Educational Conference for a total cost of approximately $2,074.  (See Appendix E for 

itemized marketing expenses) 

 

Year Two revenue will increase due to contractual fees for five counties (the four pilot counties 

and one additional county).  Contract fees in Years Two through Four will be charged as follows:  

Year Two ï five counties at a flat fee of $1,500 each; Year Three ï six counties at a flat fee of 

$2,000 each; Year Four ï seven counties at a flat fee of $3,000 each.  The decision to assess flat 
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fees to the counties was made to ensure sustainability of the plan as health departments become 

acclimated to the concept of paying for consultation services.   

 

Year Two revenues reflect a decrease in PHIC funding by $4,479.  This decrease is offset by the 

implementation of fees for counties aforementioned utilizing the consulting services.  Year Two 

revenues also reflect a 3% cost of living increase and a 5% salary increase in the in-kind 

supervisorôs salary and fringe.  In addition, as the amount of the operating expenses increased, 

the amount of the in-kind office space also increased.  Historically, the indirect cost rate varies a 

few tenths of a percent from year to year; therefore 13.08% was used throughout the budget.  

   

Year Two expenses reflect a 3% cost of living increase for the consultantôs salary and fringe as 

well as a 5% salary increase.  Year Two travel expenses will also increase due to increased travel 

to additional health departments.  (See Appendix F for breakdown of travel expense).  Office 

supplies expense will decrease in year two due to the purchase of start-up equipment in Year 

One.  Marketing expenses also decreased in year two.  (See Appendix E for itemized marketing 

expenses).  Professional billing/coding manuals will have to be updated each year.  In-kind 

supervisor expense increased and in-kind office space increased as mentioned in the revenue 

portion. 

 

In projecting our expenses for Year Five, it was determined that approximately $51,000 would 

be needed in contract fees to compensate for the end of Incubator Funding.  Thus fees for Year 

Five are a combination of flat fees (seven counties at a flat rate of $4,000 each which equals 

$28,000) and a percentage of Medicaid revenue.  This percentage fee is calculated based on the 

Medicaid revenue earned by each health department annually as a percentage of the overall 

Medicaid revenue for the seven who are participating.  For example, Surry County earns $3.4 

million in Medicaid revenue annually.  The total amount of revenue for the seven counties 

participating is approximately $7.7 million, thus making Surry Countyôs percentage of fees to be 

44% of remaining $23,000 not covered by the flat fee.  See Table 1 below. 

 
Table 1: Calculation of Fees 

County 

Medicaid 

Revenues 

% of 

Total  

Using a $4000 base plus  

Estimated operating cost for Year 5 = $51,000 

       

App District  $1,097,795 14% $7,220  

   Alleghany       

   Ashe      

   Watauga      

Davidson  $522,570 7% $5,610  

Davie  $321,532 4% $4,920  

Stokes  $281,309 4% $4,920  

Surry   $3,394,072 44% $14,120  

Wilkes $1,842,756 24% $9,520  

Yadkin  $223,934 3% $4,690  

 $7,683,968 100% $51,000 
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Budget                           

 Jul. 2009 Aug. 2009 Sept. 2009 Oct. 2009 Nov. 2009 Dec. 2009 Jan. 2010 Feb. 2010 Mar. 2010 Apr. 2010 May 2070 June 2010 2009-2010 

REVENUE                           

Public Health Incubator 

Collaborative $45,243.00  $            -     $            -     $            -     $            -     $            -     $            -     $            -     $             -     $            -     $            -     $            -    $45,243 

In-Kind Salary and Fringe $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $4,734 

     30% Supervisor                           

In-Kind Office Space $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $5,776 

   Rent, Telephone, Utilities                           

TOTAL REVENUE  $46,118.83  $ 875.83  $ 875.83  $ 875.83  $ 875.83  $ 875.83  $ 875.83  $ 875.83 $ 875.83  $   875.83  $ 875.83  $ 875.83 $55,753 

                            

EXPENSES                           

 Salary- 1 Full-Time Medical 

Coder $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $2,232.92 $26,795 

    Salary Reserve $67.00 $67.00 $67.00 $67.00 $67.00 $67.00 $67.00 $67.00 $67.00 $67.00 $67.00 $67.00 $804 

    Social Security $138.44 $138.44 $138.44 $138.44 $138.44 $138.44 $138.44 $138.44 $138.44 $138.44 $138.44 $138.44 $1,661 

    Medicare $32.38 $32.38 $32.38 $32.38 $32.38 $32.38 $32.38 $32.38 $32.38 $32.38 $32.38 $32.38 $389 

    Retirement $133.98 $133.98 $133.98 $133.98 $133.98 $133.98 $133.98 $133.98 $133.98 $133.98 $133.98 $133.98 $1,608 

    Insurance $356.67 $356.67 $356.67 $356.67 $356.67 $356.67 $356.67 $356.67 $356.67 $356.67 $356.67 $356.67 $4,280 

Travel $750.00 $ 315.09  $ 315.09  $ 315.09  $ 315.09 $ 315.09  $ 315.09  $ 315.09  $ 315.09  $ 592.09  $ 315.09  $ 315.09 $4,493 

Office Supplies $1,500.00  $ 50.27  $ 50.27  $ 50.27  $ 50.27  $ 50.27  $ 50.27  $ 50.27  $ 50.27  $ 50.27  $ 50.27  $ 50.27 $2,053 

Marketing  $1,065.00 $            -   $            -   $            -   $            -   $            -   $            -   $            -    $ 1,009.00  $            -   $            -   $            -   $2,074 

In-Kind Salary and Fringe $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $394.50 $4,734 

     30% Supervisor                           

In-Kind Office Space $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $481.33 $5,776 

   Rent, Telephone, Utilities                           

Fiscal Administration Fee $272 $272 $272 $272 $272 $272 $272 $272 $272 $272 $272 $272 $3,264 

TOTAL EXPENSES $7,152.21 $4,202.57 $4,202.57 $4,202.57 $4,202.57 $4,202.57 $4,202.57 $4,202.57 $5,211.57 $4,479.57 $4,202.57 $4,202.57 $57,930 

                            

REVENUE MINUS 

EXPENSES $38,966.62 -$3,326.74 -$3,326.74 -$3,326.74 -$3,326.74 -$3,326.74 -$3,326.74 -$3,326.74 -$4,335.74 -$3,603.74 -$3,326.74 -$3,326.74 -$2,177 
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Budget           

  2009-2010 2010-2011 2011-2012 2012-2013 2013-2014 

REVENUE           

Public Health Incubator Collaborative $45,243 $40,764 $40,764 $40,764 $0 

Contract Fees  $0 $7,500 $12,000 $21,000 $51,000 

Carry -over revenue $0 $0 $372 $3,787 $14,563 

In-Kind Salary and Fringe $4,734 $5,113 $5,522 $5,963 $6,441 

     30% Supervisor           

In -Kind Office Space (13.08%) $5,776 $5,850 $6,112 $6,375 $6,650 

   Rent, Telephone, Utilities           

TOTAL REVENUE  $55,753 $59,227 $64,769 $77,890 $78,654 

           

EXPENSES           

 Salary- 1 Full-Time Medical Coder $26,795 $28,135 $29,541 $31,019 $32,569 

    Salary Reserve $804 $844 $886 $931 $977 

    Social Security $1,661 $1,744 $1,832 $1,923 $2,019 

    Medicare $389 $408 $428 $450 $472 

    Retirement $1,608 $1,688 $1,772 $1,861 $1,954 

    Insurance $4,280 $4,494 $4,719 $4,955 $5,202 

Travel $4,493 $6,010 $6,050 $6,100 $6,150 

Office Supplies $2,053 $1,400 $1,500 $1,500 $1,500 

Marketing  $2,074 $1,924 $2,026 $1,889 $1,924 

TOTAL OPERATING EXPENSES  $44,156 $44,723 $46,729 $48,738 $50,845 

            

In -Kind Salary and Fringe $4,734 $5,018 $4,877 $4,950 $5,024 

     30% Supervisor           

In -Kind Office Space (13.08%) $5,776 $5,850 $6,112 $6,375 $6,650 

   Rent, Telephone, Utilities          

Fiscal Administration Fee $3,264 $3,264 $3,264 $3,264 $3,264 

TOTAL EXPENSES $57,930 $58,855 $60,982 $63,327 $65,783 

REVENUE MINUS EXPENSES -$2,177 $372 $3,787 $14,563 $12,871 
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Appendix A 

Training Power Point 
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