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What Are We Talking About?
Providing and being paid for medically
necessary care is the fundamental
cornerstone of our health care delivery
system.
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What We Are Really Talking About
Providing, documenting and being paid
for medically necessary care is the
fundamental cornerstone of our health
care delivery system.
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Who is Looking
• Recovery Auditors
• Quality Improvement Organizations (QIOs) Medicare
Administrative Contractors
• Zone Program Integrity Contractors
• Office of Inspector General/DOJ
• Medicaid Programs
• Medicaid Integrity Contractors
• Commercial Insurers, including Medicare Advantage
programs
• Private parties such as whistleblowers (and counsel)
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Penalty Box Risk Areas
•
•
•
•

Medical Necessity
Inpatient versus Outpatient Status
Care Notes, the EMR and Coding
The Physician Query Process
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What is Medically Necessary Care?
• Medicare coverage is for “items and services that are
reasonable and necessary for the diagnosis or treatment of
illness or injury.” 42 US 1395y(a)(1)(A)
• Providers must ensure that services are “provided
economically and only when, and to the extent, medically
necessary.”
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What is Medically Necessary Care?
Title XVIII of the Social Security Act,
Section 1862(a)(1) states:

Not
Medically
Necessary

“No Medicare payment shall be
made for items or services which are
not reasonable and necessary for the
diagnosis or treatment of illness or
injury”
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Reasonable and Necessary
Agency
Rulings

Federal
Regulations

Reasonable
and
Necessary

MACs
LCDs

CMS
Guidance
and
Publications
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Why Focus on Medical Necessity
Denials?
•
•
•
•
•

Financial well-being
Weak “front end processes” require costly “backend” fixes
Patterns of denials lead to additional audits and scrutiny
Denials may be indicators of compliance challenges
False Claims Liability gives rise to both civil and criminal
liability—both from a corporate perspective and personal
perspective
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Medical Necessity and the
Penalty Box
• Then: The False Claims Act was applied to expressly
false certifications, cases where worthless services
were provided, or grossly inadequate services were
provided.
• Now: The False Claims Act is being used as a tool to
seek criminal and civil liability for failure to comply
with regulatory guidance and interpretations, such
as billing for services that are not medically
necessary
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Medical Necessity Documentation Building Blocks
• WHO: The Patient: Severity of illness, risks
• WHAT: What services are required to address threat or reduce the acute
risk?
• WHEN: How long is the patient expected to require services in the
hospital and when did care begin?
• WHERE: Are services required in a hospital setting for the anticipated
length of time?
• WHY: Why is this patient expected to require services in the hospital
setting for the anticipated time?

12

Inpatient Versus Outpatient Status
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Patient Status is Determined
by the Law
• Yes! It’s a legal question and a legal definition.
• Ultimately a federal judge decides when inpatient
admission is medically necessary under the social security
act.

• Admitting physicians, hospitals, and physician advisors,
therefore, must understand the legal distinctions between
inpatient and outpatient status.
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Federal Regulations
• §412.3 Admissions.
• (a) For purposes of payment under Medicare Part A, an individual is considered an
inpatient of a hospital, including a critical access hospital, if formally admitted as an
inpatient pursuant to an order for inpatient admission by a physician or other qualified
practitioner in accordance with this section and §§482.24(c), 482.12(c), and
485.638(a)(4)(iii) of this chapter for a critical access hospital. This physician order must
be present in the medical record and be supported by the physician admission and
progress notes, in order for the hospital to be paid for hospital inpatient services under
Medicare Part A. In addition to these physician orders, inpatient rehabilitation facilities
also must adhere to the admission requirements specified in §412.622 of this chapter.
• (b) The order must be furnished by a qualified and licensed practitioner who has
admitting privileges at the hospital as permitted by State law, and who is
knowledgeable about the patient's hospital course, medical plan of care, and current
condition. The practitioner may not delegate the decision (order) to another individual
who is not authorized by the State to admit patients, or has not been granted admitting
privileges applicable to that patient by the hospital's medical staff.
• (c) The physician order must be furnished at or before the time of the inpatient
admission.

15

Federal Regulations (Continued)
• (d)(1) Except as specified in paragraphs (d)(2) and (3) of this section, an
inpatient admission is generally appropriate for payment under Medicare Part
A when the admitting physician expects the patient to require hospital care
that crosses two midnights.

• (i) The expectation of the physician should be based on such complex medical
factors as patient history and comorbidities, the severity of signs and
symptoms, current medical needs, and the risk of an adverse event. The factors
that lead to a particular clinical expectation must be documented in the
medical record in order to be granted consideration.
• (ii) If an unforeseen circumstance, such as a beneficiary's death or transfer,
results in a shorter beneficiary stay than the physician's expectation of at least
2 midnights, the patient may be considered to be appropriately treated on an
inpatient basis, and payment for an inpatient hospital stay may be made under
Medicare Part A.
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Two Midnight Rule (§ 412.3(e))
• Inpatient admission appropriate when:
• THE PHYSICIAN EXPECTS the patient to require a
stay that crosses at least two midnights.
• Exception for “rare and unusual” circumstances
which do not require an expectation of 2 midnights,
i.e. newly initiated mechanical ventilation.
• For procedures on Inpatient Only List.
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§ 412.3 Conditions of Payment
• (a) “This physician order must be present in the medical
record and be supported by the physician admission and
progress notes, in order for the hospital to be paid for hospital
inpatient services under Medicare Part A.”
• (b) “The order must be furnished by a qualified and licensed
practitioner who has admitting privileges at the hospital as
permitted by State law, and who is knowledgeable about the
patient’s hospital course, medical plan of care, and current
condition.”
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The Two Midnight Rule
(§ 412.3(e))
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The “Status” Challenge
• Clearly an Inpatient

• Same diagnosis

• Same treatment
• Same doctor
• Same patient
• Same hospital location

• Clearly an Outpatient
(receiving observation)

“…consistent with medical review findings
that identical beneficiaries may receive
identical services as either inpatients or
outpatients in different hospitals. We
believe that this supports our proposed
continuation of our existing policy that
there are no prohibitions against a
patient receiving any individual service
as either an inpatient or an outpatient…” (78
Fed. Reg. 160, Aug. 19, 2013 50945)

• And almost the same medical
record documentation
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Why Do We Care?
• The choice of inpatient or outpatient status affects the patient’s
copays and deductibles and may affect qualification for post-acute
care services.
• The patient status dramatically affects reimbursement.
• Patient status errors are generally denied under the sanction of
billing for services that are not medically necessary.
• Criminal and civil liability under the False Claims Act exists for
failure to comply with regulatory guidance and interpretations,
such as billing for services that are not medically necessary.
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How to Show a Valid Expectation
Risk of
Adverse
Event

Current
Medical
Needs

History &
comorbidities

Severity

Expectation
Must Be
Documented in
Chart “to be
granted
Consideration”
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How NOT to Validate the Expectation
Custodial Care

MD Unsupported
predictions or
contradictory
statements

Patient or
Hospital
Convenience
(delays)

X
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Admission OrderBuilding Blocks
• WHO: Order must be by a practitioner with admitting privileges (or cosigned by one
with admitting privileges) who is knowledgeable about the patient’s hospital course,
medical plan of care and current condition.
• WHEN: The order must be signed prior to discharge by a physician familiar with
• WHAT: Must State “Admit to Inpatient” or otherwise clearly indicate “inpatient”
status.
• NOTE: No delegation of the admission decision allowed.
• NOTE: The necessity of a proper order has been “codified” in the regulations: ALJ
and CMS contractors are thus bound- no discretion. Hospital will not get paid no
matter what.
§412.3
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Practitioner Support of the
Inpatient Order
• Document effectively the unique, patient specific facts that
support the inpatient status order at the time the order is
rendered.
• Continue to document support for the inpatient status with
every medical record entry until the patient is gone and the
discharge summary is complete.
• Clarify any ambiguities as to the patient status as soon as
possible.
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New Role for UR and the
Care Team
• Promote verbal communication with the Care Team to enhance clinical
documentation prior to the patient’s discharge
• Read the record as an auditor would and promptly verify the following
before discharge:
• Signed inpatient admission order
• Record clearly indicates a need for two midnights of hospital care
• If patient leaves before 2 midnights, the record shows why the patient
left and why it was unexpected

UR staff takes the opportunity to communicate with MD/Care Team and
request additional documentation (or change to OP) if above is not clear.
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Denials Management Strategy
• Concurrent Patients
• Onsite timely reviews
• Concurrent physician advisor reviews
• Peer to Peer conversations
• Pre-bill Audits
• Identify the Denial Rationale
• Validate reason based on the supporting evidence
• Identify Retrospective Patients
• Appeals
• Defense
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Care Notes, EMR and Coding
• CMS and HHS-OIG noted that the full extent of health care
fraud is unknown, but it is “between $75 billion and $250
billion and that certain EMR features which are poorly
designed or used inappropriately can make it easier to
commit fraud.”
• Features that create vulnerability include copy and paste and
other features that allow importation into the record.
• Medical record documentation must accurately reflect facts
and occurrences, and thus, imported information must be
reviewed and edited for accuracy.
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Documentation Solutions
• To Address Brought Forward or Copy/Paste Elements:
• Attribute a brought forward element to the original author
• Note the last time the brought forward element was
reviewed
• Write a dated summary note at the end of the brought
forward elements
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Documentation Solutions
• To Address Medical Necessity, the Physician Query Process and Coding of
Services:
• Know the Documentation Rules
• Discharge Summary should include the reason for hospitalizationinclude the CC, and or HPI, significant findings, events during
hospitalization, risks addressed during hospitalization, concluding
diagnoses, procedures and treatments.
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The Physician Query Process
“We do not believe there is anything inappropriate, unethical or otherwise
wrong with hospitals taking full advantage of coding opportunities to maximize
Medicare payment that is supported by documentation in the medical record.”
–CMS 2008 IPPS Final Rule
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Quality Improvement Organization
Manual
Chapter 4- Case Review, 4130- DRG Validation Review- Rev.18. Issued: 10-10-14

• Perform DRG validation on PPS cases (including hospital-requested higher-weighted
DRG assignments), as appropriate (see §1866(a)(1)(F) of the Act and 42 CFR
476.71(a)(4)). Review the medical record for medical necessity and DRG validation
(You are also required to perform a quality review if you believe that there may be a
potential quality of care concern). The purpose of DRG validation is to ensure that
diagnostic and procedural information and the discharge status of the patient, as
coded and reported by the hospital on its claim, matches both the attending
physician's description and the information contained in the patient's medical record.
Refer the case for a physician review if medical judgment is needed when changing
the narrative diagnosis that the codes were based upon. Your reviewer must use his
or her professional judgment and discretion in considering the information contained
on a hospital’s physician query form along with the rest of the medical record. If the
physician query form is leading in nature or if it introduces new information, the nonphysician reviewer must refer the case to the physician reviewer.
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The Physician Query- Guidance
• CMS Guidance, Department of Health & Human Services Office of
Clinical Standards and Quality
• The query form can/should be used “to the extent it provides
clarification and is consistent with other medical record
documentation.”
• The query form should be phrased such that the physician is allowed to
specify the correct diagnosis. It should not indicate the financial impact
of the response.
• The form should not be designed so that the only thing required is a
signature.
Gloryanne Bryant, RHIA, RHIT, CCS, CCDS
Managing Director of HIM, NCAL Revenue
Cycle, Kaiser Permanente, Oakland, CA
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“Guidelines for Achieving a Compliant Query
Practice” AHIMA 2016 Practice Update
• A query should be considered when the health record documentation:
• Is conflicting, imprecise, incomplete, illegible, ambiguous, or
inconsistent
• Describes or is associated with clinical indicators without a definitive
relationship to an underlying diagnosis
• Includes clinical indicators, diagnostic evaluation, and/or treatment not
related to a specific condition or procedure
• Provides a diagnosis without underlying clinical validation
• Is unclear for present on admission indicator assignment
• The main things to remember when querying are:
• Not to lead
• Not to question the clinical judgment of the provider
• Not to indicate the financial impact
• Include clinical indicators
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The Physician Query Process
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Documentation Strategies To Support
Accurate Coding & Reducing Risk
Jennifer S. Bratz MS, BSHAS, RHIA
AVP Quality Management
Baptist Hospital- South

DISCLOSURES

I have nothing to disclose.
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Importance of Accurate
Documentation & Coding
• Proper documentation of severity of illness (SOI)
• Proper documentation of Risk of Morality (ROM)
• Appropriate documentation & reporting of HAC’s/HAI’s and PSI’s
(Hospital Acquired Conditions/Infections and Patient Safety Indicators)
• Appropriate capture of what’s going on during the specific in-patient stay
• Accurate Reimbursement (Hospital AND Physician)
• Appropriate allocation of resources
• Overall Patient “Risk-Adjustment”; HCC’s
• MACRA/MIP’s/APM’s

The list goes on and on….
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Programs Impacted by Accurate
and Complete Documentation
Physician Profiling
Risk Management

TJC
ICD-10

Quality Management
(CQI, TQM)

ACO
Present on Admission
Criteria

Gain Sharing

RAC

Case Management

Severity of Illness

Core Measures / HQI
Bundled Payments

Reimbursement
&
Value Based Purchasing
(VBP)

Accurate Coding
and Compliance
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Quality Report Cards: Public Transparency
▪ Profiles Hospital
▪ QualityNet
▪ Medicare.gov/Hospital Compare
▪ Data.Medicare.gov

▪ The Joint Commission Quality Check
▪ Profiles Physicians
▪ Healthcare Consumerism
▪ Healthgrades.com
▪ Leapfroggroup.org
▪ CMS.gov
▪ Word of Mouth
▪ RateMDs.com
▪ Vitals.com
▪ Yelp

▪ Patient Safety Initiatives
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Outcomes: Value Based Purchasing
PROCESS OF
CARE

EFFICIENCY

PATIENT
EXPERIENCE

OUTCOMES

➢
➢
➢
➢
➢
➢
➢
➢

ACCURATE
CODING &
DOCUMENTATION

PSI-90
CLABSI
C.Difficile
MRSA Bacteremia
SSI
PC-01 (Early Elective Delivery)
MORTALITY (AMI, HF, PN)
COMPLICATIONS (THA/TKA)
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The Need…
Physician
Documentation is
received in CLINICAL
terms

2 Separate
Languages

Documentation for coding,
profiling & compliance
requires specificity in
DIAGNOSIS terms (ICD-10)
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Think of Clinical Documentation as a ChainGet it Right from the Start!
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Background: CMS & HospitalAcquired Conditions (HAC’s)
• In 2007, CMS began monitoring claims for
HAC’s

• HAC’s are considered conditions that occur
after the physician writes the inpatient
admission order and could reasonably be
prevented through the application of evidencebased guidelines and best practices
• Medicare denies ten’s of millions of dollars per
year under their HAC policy

CDI conversation to understand the
intricacies of “Harm“, PSIs and how CDI can
make a difference
• PSIs under ICD-10
• The changing composition of PSI 90
• Complex documentation requirements for accurate coding
• Components of PSIs today

• Coding guidance
• Reporting complications of care

• Quality implications of PSIs
• PSIs and value-based purchasing
• PSIs and publicly reported data

• CDI review processes
• Collaboration with quality, coding, and providers
• Effective query tactics
• Educational opportunities
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Defining PSI 90
• PSI 03 Pressure Ulcer Rate
• PSI 06 Iatrogenic Pneumothorax Rate
• PSI 07 Central Venous Catheter–Related
Bloodstream Infection Rate
• PSI 08 Postoperative Hip Fracture Rate
• PSI 12 Postoperative Pulmonary Embolism or
Deep Vein Thrombosis Rate
• PSI 13 Postoperative Sepsis Rate
• PSI 14 Postoperative Wound Dehiscence Rate
• PSI 15 Accidental Puncture or Laceration

Monitoring HARM/Patient Safety
Indicators, ect…
Build an Interdisciplinary Team:
• Clinical documentation Specialists (CDS)
• Physicians {Physician leaders, Physician Advisor, Physician Champion}
• Clinical Nursing Supervisors
• Nursing/Administrative Directors
• Coding
• Performance improvement Specialist
• Nurses

• Data analysts
• Patient Safety & Quality Leader(s)
• Respiratory therapy
• Wound Care
• CMO/CNO
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Consider Creating a Concurrent or
Prior to Final Coding “HAC attack”…
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Hospital Acquired Condition (HAC)
Coding Accuracy Tips:
• POA Status – review, review, review & bring in the experts
for those “gray areas” (IP’s for Cdiff infection - could they
have come in with it?)
• Teach physicians to avoid “post-op” or “post-surgical”
statements: coders tend to link these as a “complication”
vs. a “period of time”
• It’s absolutely acceptable for physicians to document
“incidental occurrence inherent to a surgical procedure” if
appropriate (vs HAC coding of “accidental laceration”)
• Ensure you Coding Policy (and practice) states that coders
review the entire medical record vs. just the H&P and DC
Summary

Coding Opportunity: Post-Op Complications
HAC/HAI/PSI Condition: A/C RESP FX FOLLOWING SURGERY
POA Code : ____________ POA Description : ___________________________________
Opportunities
Coding
Documentation
Clinical/Care

Describe
Did not meet Acute Resp Fx but was coded by
coder.
Consultation indicates: Reason for consut: to
assess Post Op Resp Fx.
Extubated in PACU – no acute distress
Pt sats 98% on 2 L. Home O2 requirements are
2 l/m.
Progress notes indicate: Acute Resp Insuff – stable.
Resp fx not included on d/c summary.

Potential Financial Impact
DRG

Payment

MS-DRG with POA
MS-DRG without POA
Impact
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(difference with POA and without POA)

Action Taken

CDI review indicated – does not meet acute resp failure.
No query issued – probably because documentation
moved to insuff following initial consult.

CDI meet with coding to RECODE

Sepsis
• How to address Sepsis and
documentation & compliance
concerns for over-coding or
under-reporting; the saga
continues…
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If this helps…
Remember these (4) words for each
diagnosis…
“Due To: _____”
Or
“Manifested By:____”
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Gain Physician Buy‐In:
• Items to Share at MEC, Medical Department Meetings, ect:

Internal Clinical Quality Metrics
Surgical missed opportunities
Value-Based Purchasing (VBP) updates
Publically Reported Data (U.S. News & World Report, HealthGrades,
ect)
• Drill-down reports by Provider (with internal/external compares)
•
•
•
•

• Consider creating “Standardized Definitions/Clinical
Indicators”
• Respiratory Failure/Insufficiency
• Sepsis

• Have your physician leader’s present!
•
•
•
•

Physician champions
Hospitalist
Surgeons
CMO
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Recommendations:
1. Know your opportunities!
✓VBP Reports
✓HAC Reduction Analysis provided by your Hospital
Association
✓PSI’s
✓Healthgrades©

2. Focus on high impact areas:

“Triple Jeopardy” Documentation (affects AHRQ, NQF,
CMS VBP) such as PU’s, CLABSI, Post-op PE/DVT,
Sepsis, Accidental Puncture or Lac….

3. Create Reports and Track & Trend
4. Identify a Physician Champion
© Copyright 2016 Healthgrades Operating Company, Inc. Patent US Nos. 7,752,060 and 8,719,052. All Rights Reserved.
Third Party materials included herein protected under copyright law.

Recommendations, cont’d:
5.

Utilize your tools: Create a coding “alert” for any PSI’s or
HAC’s that are coded to allow for a “2nd level review” (if
final coding was already completed, set up a process to
rebill the encounter after supporting documentation is in the
medical record)

6.

Facilitate regular collaborative educational sessions

7.

Ensure physicians, coders, CDI Specialists,
Administration, ect understand the enormous impact of
coding and documentation on our quality “outcomes” data

8.

Share internal and external quality data with everyone!

9.

AND FINALLY… don’t forget to CELEBRATE YOUR
SUCCESSES as you continue to improve!!!

If your facility can address and
eliminate inaccurate attribution of
Harm/PSI’s/HAC’s due to
documentation & coding errors….
You can then place a laser focus on
reducing “true” harm opportunities!

So to Recap: The Goals of a Clinical
Documentation Excellence Program are as
follows…
–
–

–
–
–
–

–

–
–

Collaboration and partnering with our Physicians!
Drive appropriate coding for accurate reimbursement
Reflect accurate patient acuity levels (ROM/SOI)
Meet standards
Reduce compliance risks
Reduce denials
Provide accurate data for quality
indicators & public reporting of “outcomes”
and other hospital metrics
Reduce coding turnaround time
Decrease post-discharge queries
to the physicians by utilizing
concurrent physician queries when
indicated
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Thank You!
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