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‘...perceived response...blames health plans...or physicians’
AMA: WebMD Is Bumbling Some MD Claims

Some physicians in at least nine states area are having
trouble getting claims processed through WebMD since the Oct.
16 implementation of the Health Insurance Portability and Ac-
countability Act (HIPAA) Transaction and Claim Set standard, say
the American Medical Assn. (AMA) and seven other physician
groups in a Jan. 8, 2003 letter to WebMD CEO Roger Holstein.

An AMA spokesman said the complaints (See WebMD, p. 6.)

Readers: How Are Electronic HIPAA
Transactions Going For You?

Are you seeing mostly smooth sailing, or are you seeing a trou-
bling number of delayed or denied claims from a particular pro-
vider of these services?  We’d like to know.  If you’re seeing either
great results or a significant number of problems, please let us
know  -- in confidence, if need be.  Call Editor Suzanne Corrales at
(800) 294-6032 or e-mail her, suzanne.corrales@insideinfo.com.

Reference Lab Sues SCC, Alleging Vaporware
...Didn’t Check Reference Sites Before Buying

The CEO of Hunter Laboratories, a new San Francisco,
Calif., reference lab, has filed a million-dollar-plus lawsuit alleging
that SCC Soft (SCC) committed fraud, misleading him into signing
a contract for a reference lab system that turned out to be
vaporware.

Plaintiff Chris Riedel is also seeking an injunction under
the California Unfair Business Practices statute, which would
prohibit SCC from ever again engaging in the business practices
that are alleged to be fraudulent in the complaint.

 However, Mr. Riedel acknowledges that he:
• never issued an RFP, which might have provided a

written record stating what  each side expected the system to be;
• did not check with reference sites; and
• when the vendor said, “Look no further,”  didn’t.
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Free Vendor Support Ratings
There’s a new HIS vendor rating
service on the block, and it charges
vendors for its rating, not buyers.
See page 3.

List of  Certified Vendors
Some HIS vendors certified by the
new-to-healthcare IT support rating
service are listed on page 4.

VA VistA: It “Slows Us Down”
Here’s a big ‘uh-oh on electronic
encounters: an MD who uses both
electronic and paper systems says
he can see twice as many patients/
day with paper. Page 5.

Outlook  OR Scheduling App
OR scheduling at Johns Hopkins
didn’t have the capability to
schedule some resources.  So
Hopkins built a system in Outlook.
Page 5.

 $600 Million+ Sought For HIT

IDX  Wins With Fujitsu in UK

TheraDoc Adverse Event  Tool

...all on page 7

HHS Issues  Provider  ID Rule
As far as we can tell, there is
nothing that would astonish you
except the amount of work the
government has left undone after
eight years.
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SCC Soft’s attorney, Peter Brown, claims
that Mr. Riedel is trying to pin the blame on SCC
in order to escape the contract.  Alleging fraud
when you can’t pay your bills is common because
it offers a legal way to escape payment, he said.

 The fraud allegation is also what makes
Mr. Riedel think he can collect more than $1
million on a $500,000 contract.  If a client can
establish fraud, then contractual limitations of
liability, which are common in software contracts,
do not apply, he said.  Typically, such provisions
limit the vendor’s financial exposure to the
amount it charged for the contract.

His company is new, but Mr. Riedel isn’t
new to the business.  He previously started two
medical diagnostic firms that were acquired by
Fortune 500 companies.  He then founded San
Jose, Calif.-based Meris Laboratories, which grew
to be one of the largest reference laboratories in
the state.  In 1992, Mr. Riedel cashed in to the
tune of $18 million.  Five years later, the firm
settled with the government in a Medicare fraud
scheme that started just after he left the company.

Then in 2003, when mergers left the San
Francisco Bay area with no locally-owned/oper-
ated reference lab, Mr. Riedel used his own funds
to found Hunter Laboratories, Campbell, Calif.

He said he went on the Web to search for
IT vendors and contacted about half a dozen,
including SCC.  He met SCC CEO Gilbert
Hakim, whom he characterized as “extremely
persuasive.”  He alleges that:

• SCC assured him that was “extremely
successful” in the commercial lab system business.

• SCC claimed to have hired several
employees who formerly worked on the Antrim
laboratory system (presumably Antrim Answers,
which is now marketed as Misys Commercial
Laboratory.)

• SCC could implement the system in 6-8
weeks, which would allow Hunter to meet its goal
of being in business in the Bay Area in July, 2003.

 He said it was Mr. Hakim who told him to
“look no further,” and he didn’t.

SCC’s Mr. Brown says that SCC is deeply
experienced in the reference lab business.  “I don’t
know how many hundreds of independent labs
SCC supports,” he said in a telephone interview.

The answer, from the College of American
Pharmacists’ CAP Today, seems to have been one
just before Mr. Riedel signed for the system.  That
is one--not one hundred.

A November, 2002 CAP Today roundup
said SCC had five signed contracts with “indepen-
dent” laboratories, and that of the five, four
weren’t yet operational.

CAP Today also collects data on system
feature/functionality.  For example, like many
vendors, SCC had 100% of its live sites live on
chemistry and hematology.  But the line below
SCC’s name for functionality called “outreach and
commercial laboratory” is blank.

Mr. Riedel said he flew to Florida and saw
a demo system; from what he could tell, the
product looked good.  Mr. Hakim was so taken
with Mr. Riedel’s business plan that he bought
into his company, the lawsuit asserts.   “We were
partners,” Mr. Riedel said.

 Mr. Brown sees it differently.  There was
no partnership, he said.  Rather, Mr. Hakim
agreed to sell Mr. Riedel a system for “no money
down,” save a $30,000 hardware payment.  In
exchange, he would take a “potentially convert-
ible” (into ownership) $500,000 promissory note,
which represented roughly the cost of the system.

Mr. Hakim gave Mr. Riedel names of a
number of reference sites, which Mr. Riedel
acknowledges that he never checked.  It seemed
unnecessary, he said.  His view: what kind of an
investor would knowingly sell a sour product to
his own venture?
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The transaction took on what seems to
have been a rather informal tone.  Installation
began in mid-May, but there was no signed
contract until July 22.

If the allegations in Mr. Riedel’s lawsuit
are to be believed, the vendor barely had a prod-
uct at all.   For example, the system could not
print billing claim forms, point-of-service in-
voices, or readable reports that identified tests still
to be processed, the complaint alleges.

The complaint alleges that the system also
couldn’t be used to place remote orders and that it
couldn’t generate forms for paper ordering be-
cause it couldn’t print the physician’s name,
address and telephone number onto a paper order
form,.  Altogether, the suit alleges 11 functional
lapses.

Attorney Brown didn’t offer a point-by-
point defense to the allegations.  He said several
of the functions alleged to be missing were avail-
able to Mr. Riedel as customizations.

Mr. Riedel said he was able to open for
business in July, only two weeks later than
originally planned.  However, he said he couldn’t
add new physicians as customers because of
limitations in the software.

Mr. Brown says Mr. Riedel’s real problem
is a lack of customers.  Instead of attracting the
1,000 or so customers per day he had licensed a
system for, he was attracting only about 50.

Mr. Riedel said he has switched to
Sysware, Farmington Hills, Mich.  The software
cost about half as much as the $500,000-plus he
was being charged by SCC, and he says it is “light
years” ahead in functionality. He agreed that he
attracted fewer customers than  hoped, but blamed
that on the software.

Update: the November, 2003, issue of
CAP Today says SCC had systems operational at

12 independent labs by then; SysWare has 29.

Vendor Support Ratings--Free To User

There’s a new HIS vendor rating service
on the block: Strategic Service Corp., San Diego,
Calif., which has been developing technology
support standards and conducting support quality
audits since 1995.  It signs vendors to its rating
systems, not buyers.

Ben Stephens, VP, training and service
delivery, said that on a scale of 1-5, he gives
healthcare IT support “somewhere between a 2.5
and a 3.”  Support for non-clinical systems is
worst, clinical systems and picture archiving and
communications systems  a bit better, he said.

Why such mediocre scores?  Often it’s a
simple matter of “good intentions meeting lean
times,” he said.  But sometimes, it’s just “basic
shortsightedness.”  He also says there’s a certain
rawness to some healthcare IT systems.

A few firms in healthcare IT are doing
well in his firm’s ratings, he said.  McKesson
Corp. and Lawson Software are SSC star per-
formers; Daou and IDX also do well.

To buyers, he recommends asking these
questions before you license a new system:

• “How do you control the quality of
software support?”   Say exactly those words,
“and then stop talking.”   Give no hint at all of
what you are looking for.  What you want to hear
is that the vendor has a process in place for
monitoring and improving support quality.  You
want to hear about policies for hiring training and
retaining support desk personnel, for monitoring
quality, and for addressing service failures.

What you don’t want to hear: “We hire
the best people.”  That may be perfectly true, Mr.
Stephens said, but people come and go, and if
they all go at once, the quality of your vendor’s
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support desk support could suddenly go kaput.

• Ask for evidence.  If an outside service is
rating the support desk, ask to see the report data.
If the vendor boasts fast turnaround time on calls,
thow it knows that it is fast and try to see the data.
If it is positive, your vendor will be happy to share
it.  If the vendor isn’t willing, then you’ll have
learned something.

• Ask whether the vendor jobs out any of
its  support or intends to in the foreseeable future.
These days, more and more support is coming
from overseas.  That’s not necessarily a bad thing,
but it does invite questions about how the vendor
monitors performance of its help desk staff.

• Finally, ask whether the vendor has
attained any Service Center Practice Certifica-
tions (SCPC) or is working toward them.

Certification means independent auditors
spend two days on site combing through the
vendor’s records of hiring standards, training
programs, call disposition records, turn-around
times, and customer satisfaction surveys (which
must be performed by independent companies.)

List of Some Of The Certified Vendors

Altogether, vendors are judged by around
100 criteria in about a dozen categories.  More-
over, certification this year doesn’t mean the
vendor will be certified next year.  And certifica-
tion of the financial system help desk doesn’t
mean the clinical systems help desk is, too.  Some
vendors certified as of late 2003 are:

• Daou Systems--Regional Technologies
Center, Indianapolis, Ind.;

• IDX Systems--CareCast and ImageCast;
• Lawson Software--Lawson Support

Center, St. Paul, Minn.;
• McKesson Corp.--
--Amherst Product Group, Enterprise

Image Group, Pathways Contract Manager, Star
Product Group, Technology Services, all in

Alpharetta, Ga.;
--Charlotte Product Group, Charlotte, NC;

Provider Solutions Group and Transaction Solu-
tions Hub, both in Dubuque, Iowa;

--Amherst Product Group, Hadley, Mass.;
--Horizon Clinicals, Louisville, Colo;
--CACD, Malvern, Pa.;
--Extended Care Solutions Group, Spring-

field Mo.;
--Healthcare Resource Planning, Roseville

Minn., and Wheeling Ill., and
--Horizon Lab, Eugene, Ore.;
• Peoplesoft--CRM Product Support,

Santa Clara, Calif.

At first, it took us by surprise that the
support desk for McKesson’s “Charlotte Product
Group,” which supports Paragon, had been
certified because Paragon had been McKesson’s
problem child.

However, the KLAS survey reports that
Paragon has made extraordinary strides of late.

Similarly, IDX Systems recently an-
nounced the award of SCPC certification for its
ImageCast support desk.  We were also able to
confirm an improvement with KLAS.

This was not as true for PeopleSoft and
Lawson, whose SCPC certifications don’t trans-
late into widespread healthcare user satisfaction.
Both also focus on segments outside healthcare,
which could account for the gap.  Lawson, inter-
estingly, just won its sixth consecutive certifica-
tion, a distinction claimed by only five other
vendors worldwide.

Seeking certification has risks.  The basic
fee is $27,000 for the first support desk; addi-
tional desks in the same organization pay less on a
sliding scale.  The vendor also pays $6,000 for the
certification visit.  And it’s possible to put in a lot
of work but fail to make the cut.

 The program backfired on Daou Systems
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in an entirely different way.  Daou’s support
center in Indianapolis, Ind., achieved certification
in 2003, only to be shut down when the vendor
decided to leave the outsourcing business.

If your vendors are nowhere to be found
on the list, ask why.  Many have employees who
belong to the Service and Support Professionals
Association, which  spawned this project, so
they’re aware of it.  What’s needed now is for
them to know that you know about it too.

Paper Lets Him See Twice As Many Patients...
MD On VA VistA: It “Slows Us Down”

Recently, we asked a friend, a nurse, who
was meeting with a VA physician to sound him
out about the Department of Veterans Affairs
(VA) VistA clinical information system.

We had quoted glowing comments about
it a few months ago for what was described as its
intuitiveness, completeness, integration, and
reliability (IHC, 09/08/03).

Our visitor to the VA said the MD told
her that response time is “too slow,” decision
support is “a nuisance,” and downtime can be a
nightmare.  She quoted this MD as saying, “We
can have 400 patients waiting and can’t work due
to the computer being down.”

We followed up with a phone call to
David Woodley, the dermatologist she had que-
ried.  He practices at the VA outpatient clinic in
downtown Los Angeles, where he has used the
VA system for about two years. He also works at
the University of Southern California Ambulatory
Health Center where, according to Dr. Woodley,
the medical record is paper-based, so he has a
basis for current comparison.

He emphasized that downtime is “quite
rare,” but he confirmed the other two concerns.
Dr. Woodley said he can see at least twice as
many patients per day using USC’s paper-based

system as he can using the VA’s automated
system.  Not surprisingly, he strongly prefers
paper.

The delay from the time he logs on to the
time he gets to where he needs to be in a patient
record is usually ten to fifteen minutes, he said.
“We spend more time with the computer than we
do talking to the patients,” he said.  He attributed
the problem partly to distance between the venue
where he sees patients and the VA’s server, a
distance of roughly 10 miles.

Our earlier story quoted MDs who said
that the VA system’s shortcoming was relatively
unsophisticated decision support.  Dr. Woodley
confirmed that concern.  Most dermatology
reminders are “irrelevant,” he said.  For example,
if he orders the same medication at varying
strengths for different parts of the body, the
system will issue an alert, even though he knows
perfectly well what he is doing.

When he tries to over-ride the alert, the
system prompts him for a reason.  Whenever Dr.
Woodley gets that, he just types in a bunch of X’s.
“Nobody’s ever said anything,” he said.

Johns Hopkins Augments OR Schedul-
ing With Microsoft Outlook System

Johns Hopkins Hospital, Baltimore, Md.,
already had an OR scheduling system, but it
didn’t have the capability to schedule some
resources--specialized instruments and artificial
valves, for example. “So we created a calendar
schedule within a public folder in Outlook,” said
Diane Alejo, information systems manager for the
Division of Cardiac Surgery.

Physicians can use the Outlook applica-
tion to post their needs  for scheduled operations.

The current Johns Hopkins operating
room system, which it calls ORCIS, was devel-
oped in house.  It’s being replaced by a GE
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Medical Centricity product next spring.  The
Microsoft application developed in house will also
be retired when a new, more robust GE product is
implemented, said Ms. Alejo.

Before the updatable Microsoft Outlook
calendar was put into place, Johns Hopkins posted
upcoming operation cases on index cards on a
bulletin board.  Surgeons could add information
and requests on the cards, “but anybody who
wanted to see anything about the case would have
to physically go to this bulletin board to read the
cards.  We wanted to move that into an electronic
form.  This was the easiest and quickest way to do
it.  So we adopted a security policy within our
group as to who was going to have access to it.”

“There are other vendors who could have
developed this system.  We just basically liked the
open architecture of the Microsoft product line,
and with our SQL programmer, it just lent itself
to being customized in house,” she said.

Outlook and Microsoft Exchange Server
also help Johns Hopkins check the data for
research purposes.

The data for the calendar is captured in a
Johns Hopkins cardiac research database during
patient visits and evaluations, when surgery is
scheduled, and afterward.  The research data is
part of a larger cardiac research data set kept at
the Duke University Clinical Research Institute.
Before sending data to the Duke database, “we
run a query against these core fields and depend-
ing on who is responsible for capturing that data,
it will send an email to that individual and to our
data auditor, and she will follow up with it to
make sure they’ve completed it so we have
complete data when we send it.”

WebMD...continued from page 1:

come from Connecticut, Florida, Rhode Island,
Iowa, Massachusetts, Nebraska, New Jersey,
Arkansas and Indiana.  However, the letter to Mr.
Holstein is signed by the Colorado Medical

Society, Kentucky Medical Association, and
Texas Medical Assocation, among others, indicat-
ing that MDs in those states may be affected.

WebMD didn’t respond to our inquiry
before deadline.  Its web site says it processes
transactions for more than 300,000 medical
providers and more than 5,000 hospitals.
WebMD officials are quoted elsewhere as saying
that only a tiny fraction of claims are affected.

“Many physicians have also expressed
concern over WebMD’s perceived response to the
large number of physician complaints: to blame
the respective health plans or the actual physician
practices submitting the claims,” the  letter says.

However, since the Jan. 8 letter , “Web-
MD has approached AMA with a willingness to
evaluate and further discuss these complaints,”
said an AMA spokesman in a Feb. 2 e-mail to us.

The AMA letter cites “lost claims, incom-
plete claims transmissions, and lack of connectiv-
ity between WebMD and health insurers’ internal
claims management systems as well as the prac-
tice management software systems employed by
physician practices.”  “Payer communications
with these physicians “ suggest that common
obstacles include “missing data elements and
technical messaging errors.”

“Information received by the AMA
suggests that claims submitted to WebMD in a
HIPAA complaint format for processing are
sometimes never received by health plans, signifi-
cantly delayed, or transmitted with missing or
non-compliant information,” the letter says.  It
adds that the specific types of transactions MDs
are having trouble with “while using WebMD
services” include:
     • health claims and equivalent encounter
information;
     • health care payment and remittance advice;
     • health claims status inquiry and response.
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The AMA wouldn’t say how many
physicians were involved.  It was also vague
about the amounts of money in question.  The
letter cites “thousands, and in some cases, hun-
dreds of thousands of dollars in delayed and
denied claims,” but doesn’t indicate whether that
is per MD, per practice, or per state.

The AMA said it found the problem when
it analyzed the results through the end of 2003 of
a HIPAA complaint form it had instituted for
MDs in October, 2003.

The letter is also signed by the American
Academy of Family Physicians (AAFP), the
American College of Physicians, and medical
societies from Arkansas and Iowa in addition to
those named above.  AMA CCed Karen Trudel,
the government’s top HIPAA official.

Not everyone thinks the problem is
sizeable.  David Kibbe, MD, director of health
information technology for AAFP, said he has
heard from “only a sprinkling” of physicians.  “If
it were a big problem, I think I would be hearing
more,” he said.

A consultant who specializes in ambula-
tory care systems was also skeptical.  “Every
doctor I talk to, it’s not a problem,” said Mark
Anderson, who publishes an annual evaluation of
electronic medical record systems.

We also tested the waters with IDX and
Siemens HDX, both of which operate large
clearinghouses.  Clients have required a great deal
of hand-holding to make it through the transition,
IDX said.  IDX offered a “single source” for TCS
support and service, and created a “production
control process” that “tracked and monitored
claims” as they moved through the the reimburse-
ment process.  We have no independent verifica-
tion of IDX’s assertions, except the obvious:
AMA isn’t writing to to IDX.  Siemens HDX did
not respond by our news deadline.

HIMSS Watching Over Projects
President Seeks $600 Million+ For HIT

President Bush’s 2005 budget requests
$152 million for health information technology
initiatives, over $400 million for biosurveillance
activities, and $77 million for patient safety.

HIMSS has identified $240 million of the
funds and the projects the money is associated
with, which HIMSS intends to track.  We re-
ceived a HIMSS letter to members on it just as we
were going to press.  We’ll let you know more in
an upcoming issue.

IDX Systems Wins With Fujitsu in UK

IDX Systems has teamed with Fujitsu
Services in a successful bid to deliver clinical
information systems to the United Kingdon
National Health Service for the Southern region.
The NHS awarded its Southern Region contract
to Fujitsu.  As Fujitsu subcontractor, IDX will
provide core clinical applications for the region.
Cerner Corp. also competed as a sub-contractor
with SchlumbergerSema.

TheraDoc  Has Adverse Event  Tool

TheraDoc, Salt Lake City, Utah, has
announced ADE Assistant, a new product to help
organizations monitor adverse drug events.  The
firm describes it as a decision support system for
detecting, evaluating, documenting, and reporting
adverse drug events.  The system surveys data in
ADT, laboratory, radiology, drug orders and
nursing systems, and uses it to infer possible
adverse events.

Heard on the Grapevine...

...that GE Medical Systems abruptly
canceled a January meeting of its Medical Physi-
cian Practice Division, leaving tens of thousands
of dollars on the table with a Las Vegas hotel.  At
the same time, we are hearing officially that
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Medicalogic founder Mark Levitt has resigned
from GE Medical Systems to go to work for
HIMSS, and that GE is cutting back on its force
of value resellers of its ambulatory care and
practice management products.

GE spokeswoman Susie Nichols said the
events are pretty much  as stated, but don’t mean
anything’s  amiss.  The Physician Office EMR is
“very successful,” and that business grew “more
than 200% in the last year.” The practice manage-
ment side is also doing well.  The company
continues to invest in the division and will an-
nounce a new product or two at the upcoming
HIMSS meeting.  GE canceled its national meet-
ing in favor of holding regional sales meetings to
bring the sales force “closer to customers.”  She
also confirmed a “reorganization” of value added
resellers to a “more regional” model.

...that Baxter Healthcare has shut down
its Autros order entry system project.  Autros is a
Canadian vendor of medication management
systems, acquired by Baxter in late 2001.  Autros
earned high marks in a 2002 report by Five
Rights Consulting, San Diego, Calif.  We asked
three times, but Baxter didn’t come up with an
answer by our deadline.

HHS Issues  Final  Provider  ID Rule

Eight years after Congress passed the  law
and six years after HHS issued the preliminary
rule in 1998, the final rule for the national pro-
vider identifier (NPI) is out.  As far as we can tell,
there is nothing in it to astonish you except the
amount of work the government has left undone.

By April, 2007, each covered entity (that
is, a provider which electronically transmits
claims, billing, or insurance information, or hires

someone to do so) must obtain a unique identifier
and, if appropriate, be using it in transactions.
You will be able to obtain that number from a
central government enumerator, but not until
April, 2005.  It will be free.

If you have multiple sub-units that you’d
want identified by their own numbers, each can
have its own number.

The final version calls for a 10-digit
numeric identifier, with the final digit as a check
digit.  Numbers are required of all providers who
are covered entities, and optional for other who fit
the government’s fairly liberal definition of
“healthcare provider.”

Where it gets a little tricky:

– If the groups or individuals who provide
medical services to your patients are also covered
entities, then they will have numbers of their own.
For example if your emergency room is staffed by
an independent practice, that practice will have a
number of  its own.

-- If the groups or individuals who provide
medical services are not covered entities, then
they may obtain an NPI, but the government does
not (and can not, under HIPAA) require it.

 This opens the door for situations in
which providers who are not covered entities will
be working in an institution, but  lack an identifier
for billing on a standard institutional claim form.
The government addresses the situation by point-
ing out that this could delay payment, and
“strongly encouraging” all providers to obtain
identifiers.  The government’s 35 pages of tiny
type can be found at http://www.cms.hhs.gov/
hipaa/hipaa2/news/NewsReleaseFull.asp.
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