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Objectives

Finally figure out the 2 Midnight Rule
Realize what observation really is and is not
Convince doctors that resistance is futile

You’re gonna “Know when to ABN ‘em, know
when to HINN ‘em” (a la Kenny Rogers)




Disclosures/Conflicts of Interest

* None

e (But | am a taxpayer and want my tax money
spent on medically necessary, effective
treatments and given to cheaters or wasted
on ineffective treatments or worthless tests)
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It’s no Easier for the Doctors

Torn between three lovers, feelin' like a fool,
documentin' all of you is breakin' all the rules

2 Midnight 1CD-10 E&M
Rule CC/MCC/DRG coding

The 2 Midnight Rule

* It’s here to stay...for now

* CMS asked for suggestions on a short stay DRG in 2015
IPPS Rule; no action taken

* The real problem is the part A SNF requirement- 3
medically necessary inpatient days, not counting the
day of discharge, and terrible payment for observation

* | never thought we’d still be confused about it in 2015




But Observation costs patients a lot

* Medically necessary observation stays cannot exceed
two midnights. That's "the law."

* The deductible for an observation stay is $147 and
the coinsurance is 20% of the approved payment.

* The inpatient deductible is $1,260, even if they stay
only one day. That resets 60 days after discharge.

* Physician charges are the same —in or outpatient
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That means that Observation is cheaper for patients as long as
the approved charges during that one day stay do not exceed
$5,565.

The average Observation stay Medicare approved payment is
$1,741 (per the OIG report in 2013) and would exceed only
$5,565 if they have a major surgery (and then APC limit kicks in)

$1,741 x 20% = $348 copay + $147 deductible = $495 pt due.
That means the patient would have to receive $765 worth of self-
administered medications in that one day observation stay in
order for their financial obligation as an observation patient to
exceed their obligation if admitted as inpatient.

Therefore, being placed observation is actually the much better
financial option for the patient.

The New Medical Necessity

“The crux of the medical decision is the choice to
keep the beneficiary at the hospital in order to
receive services or reduce risk, or discharge the
beneficiary home because they may be safely
treated through intermittent outpatient visits or
some other care.” 2014 IPPS Final Rule, p. 50945




Receive Services or Reduce Risk

+ Is it medically necessary for the patient to remain in
the hospital for their evaluation or treatment?

« |s their needed treatment only safely provided in the
hospital? Ventilator, initiation of IV antibiotics with
active infection, iv Dilaudid

* Is there a high short-term risk that warrants keeping
them in the hospital for testing that could otherwise
be done as outpatient? TIA, Chest pain
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Applying the Rule

Step 1- Ask: Does patient need to be in hospital for a
medically necessary stay as determined by First Level
Screening/Secondary Review

No- their stay would be for convenience- no safe
discharge plan, wants to stay for medications

-Make alternate arrangements-SNF, home
aide, hotel, voucher for meds

-Place in hospital bed as outpatient (G0378)
Give ABN (-GA) or write off costs (-GZ)
Yes- go to step 2

If they have necessity to stay then

Step 2- Estimate length of expected hospital stay,
including any midnights already spent in
hospitaI/ED (clock starts with symptom-related care)

Clearly < 2 midnights- place observation

Clearly > 2 midnights (or exception)- admit as
inpatient

Unsure- secondary review/observation first day

Remember: The ED doc determines they need to
stay, admitting doctor gets to say how long they
think the patient will stay




Symptoms without a Cause

If you don’t know the cause, you can’t know the

course

Acute exacerbation of chronic pain

Abdominal pain

Resolved neurologic findings

Acute back pain

Headache

Nausea and vomiting/dehydration

Syncope

Chest pain

You can always admit if not better after first MN

2/26/2015

Mild Exacerbation of Known llIness

* HF
e Asthma
¢ COPD

Mild Case of Potentially Serious Iliness
Will it bloom or will it fade?

* Pneumonia

* Pyelonephritis

 Cellulitis

* pancreatitis

Exceptions to 2 MN Rule

Inpatient Only Surgery- can go home
whenever stable to go home

Unexpected mechanical ventilation- even if
expectation is less than 2 MN in hospital- drug
oD

* Zero or one day stay ok if elects hospice after
admission, dies, transfers, has unexpected
recovery - get a note “recovered faster

than expected”




What about weekends?

« If all you are doing is waiting for a test, do not
admit; this is hospital convenience.

* If patient is getting active treatment waiting for
the test, admit as inpatient. This is convenience
with active treatment.
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* No patient who needs to be in the hospital
(medically necessary) should pass two
midnights in the building without being
admitted as inpatient. Patients who don’t
need to be in the hospital the second
midnight should not be admitted inpatient.

Medically necessary observation should never
cross two midnights or 48 hours. If it does,
you are violating beneficiary rights- don’t do
it.

| want my Criteria!

¢ 1Q and MCG criteria are still important

* View your book as one set of criteria- needs hospitalization
(pass In or Obs) or does not need hospitalization (fails In
and Obs)

« If they pass In or Obs (first level review by RN), they need to
be in the hospital, but they still must be expected to need 2
MN to be admitted inpatient (so you can pass for In by 1Q
but be placed Obs, as with some TIA patients)

* If they don’t pass any criteria, they need secondary physician
review to determine if the need for hospitalization exists and
if there is the expectation of 2 MN.
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* The two midnight rule is not perfect but it makes
sense- the payment difference between outpatient
and inpatient does not. Fix the payment scheme, not
the classification scheme. (more on that soon.)

* CMS needs to stop making exceptions; they make it
harder to teach the rule.

* Remember we are not telling doctors to treat their
patients in the parking lot; it’s just the status of how
we label some patients has changed.

Observation — What is it?

A service not a status, like ordering iv fluids
Every observation patient is an outpatient

Used to determine if a patient requires hospitalization or can
receive care at a lesser setting (home/SNF).

Not appropriate for:
» Waiting for test on weekend
» Waiting for consultant
 Provide routine post-op care
 Find SNF for placement
» The convenience of patients, physicians or hospitals

Observation and Surgery

Observation can ONLY be used when there is a post-
procedure complication or acute unexpected clinical event
that complicates and/or prolongs routine recovery after
outpatient surgery.

Routine recovery is that physician’s routine recovery period
for that surgery if all goes well (2 hours to 2 days).

Routine overnight recovery is not observation.

Observation CANNOT be used for pre-op medical
clearance, or prep such as hydration, pre-op testing, bowel
prep, renal protocol, etc.




Medical Observation

¢ Always requires an order

* Hour counting begins with order and ends
with end of services

* Carve out packaged services- MRI, EGD, stress
test, etc.

* Medically necessary observation should never
pass the second midnight! Admit as inpatient

— If second midnight not medically necessary, keep
obs and separate hours
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Transfers from your facility

“The initial hospital should continue to apply the 2-
midnight benchmark based on the expected length of stay
of the beneficiary for hospital care within their facility.”

Wow this guy is sick, we need to get him to the Mecca ASAP. |
have called them already. Stick him in the ICU until they call with
a bed--> Observation since leaving in less than 2 MN (unless you
intubate). If he ends up not going, then the hospital can admit at
any time.

Wow this guy is sick, get him to the ICU and if he does not get
better, we may need to transfer him to the Mecca in the next day
or two--> Inpatient since they hope/expect him to stay and can
still bill inpatient even if he gets worse and leaves for the Mecca
prior to the second midnight.

Transfers- The Receiving Hospital

¢ Q2.2: How should providers calculate the 2-midnight
benchmark when the beneficiary has been transferred from
another hospital?

¢ A2.2: The receiving hospital is allowed to take into account
the pre-transfer time and care provided to the beneficiary at
the initial hospital. That is, the start clock for transfers begins
when the care begins in the initial hospital. Any excessive wait
times or time spent in the hospital for non-medically
necessary services shall be excluded from the physician’s
admission decision
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How are Hospitals Paid?

Part A- Inpatient- Diagnosis Related Group- DRG

Single payment for whole stay and all services 3 days
prior to admission date based on primary diagnosis,
secondary diagnoses and procedures (CAHs paid
differently)

Part B- Outpatient - Ambulatory Payment Classification-
APC

Payment for each service or grouping of services-
xray, lab, surgery, procedure

What coders and billers do is amazing! It is crazy complex
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Why get it right?
Laparoscopic
Cholecystectomy

* APC 131- ~$4,035 (hospitalized overnight)

* DRG 413-$11,960 (hospitalized at least one
more day for medically necessary care)

Make sense? No

Do we make the rules? No

TIA HE
Obs- ~$2,200 (1day) ~$2,000
DRG/In-  $4,985 (2+days) $6-12,000

What is a CC or MCC worth?

* DRG 293 “plain” $5,835
* DRG 292 with CC $8,131
* DRG 291 with MCC $11,769
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LA Community Hospital

28158125 INPAT PRICER 2814.3 PSF 81/14 (DISCHRGS 108/20813-9/20814) 14:47
PROVIDER> 058235 PROU TYPE> @8 CEN-DIU> 9
EFF DATE> 281316801 * OPERATING AMOUNTS * COST OUT THRES> $o.0
PATIENTE ID>111-11-11111 -FSP> .68 DRG WGHT> 81.5831
DRE> 291 0-HSP> GM ALDS> B4.6
ADHIT DATE> B8/81/2814 0-0UTLR> WAGE INDX> B1.2477
DISCH DATE> B8/04/2014 NEW TECH AMT > $0.00 PR WAGE INDX>
FY BEG DATE> 01/61/2613 0-DSH> $465.38 GE0O/STD CBSA>
LEN OF STaY> 863 0-THE> $0.00 RECL CBSA>
OUTLIER DAYS> 606 READMIT> $12.30CR OP/CAP CCR>
TRANSFER ADJ> B.BBBBE NO uBp: $11.43 NAT LABOR>

ANMT> $6.00 BUNDLE> $0.00 NAT NLABOR>

ANT UNCOM CARE>. $1,023.20  NAT FSP AMT>  $6,296.11
AHT = CAPITAL AHOUNTS = OP/CAP DSH >8.196/8.077|
voL C-FSP> OP/CAP IME >0.000/0.000
AHT C-DUTLR> READHIT ADJ> 0.9987
PASS THRU AMT C-DSH> UBP ADJ> 1.001208196408
C-THE> BUNDLE % > B.08
HA-HSP>
XXX 88 CALCULATED AS FULL DRG PAYHMENT
DRG DSC> HEART FAILURE & SHOCK W HC
MDC DSC> DISEASES & DISORDERS OF THE CIRCULATORY SYSTEM

UIEW THIS PROU A ADD PROU B CHANGE BILL R PRT REPORT QUIT ENTER>
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LA Teaching Hospital

20150125 INPAT PRICER 2614.3 PSF 81/1% (DISCHRES 18/2013-9/2814) 14:42
PROVIDER> 058262 PROU TYPE> 88 CEN-DIU> 9
EFF DATE> 26131061 * OPERATING AMOUNTS = COST OUT THRES> g
PATIENTO ID>111-11-11111 0-FSPY $0,u63.68 DRE VGHT>
DRE> 291 0-HSP> . GH ALDS>
ADHIT DATE> B8/81/2814 0-0UTLR> $8.98  WAGE INDX>
DISCH DATE> §8/84/2814 NEW TECH AMT > $0.98 PR WAGE INDX>
F¥ BEG DATE> 07/81/2813 0-DSH> $438.48 GEO/STD CBSA>
LEH OF STAY> 063 0-THE>  $4,829.91 RECL CBSA>
OUTLIER DAYS> 0688 READHIT> $17.98CR OP/CAP CCR>
TRANSFER ADJ> 0.80000 HO UBP> HAT LABOR>
CHARGES AMT> $0.08 BUNDLE> HAT HLABOR>
TOT OPER  ANT UNGOM GARE>  $2,120. HAT FSP ANHT>  $6,296.11
TOT CAPI  ANMT * CAPITAL  AMOUNTS = OP/CAP DSH >B.185/8.87
LOW voL G-FSP> OP/CAP IHE >B.516/0.425
TOT DRG  ANT $8.98  READHIT ADJ> B.9981
PASS THRU AMT $56.81  UBP ADJ> 1.00498927840
$319.14 BUNDLE % > 6.88
$0.00
wxxx> 00 CALGULATED AS FULL DRG PAYMENT
DRG DSC> HEART FAILURE & SHOCK W MG
DG DSC> DISEASES & DISORDERS OF THE CIRGULATORY SYSTEH

VIEW THIS PROU A = ADD PROV B = CHANGE BILL R = PRT REPORT 0 = QUIT ENTER>
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Mrs. Gomez ‘s Home Medications and her Inpatient
Medications

Home Medications Inpatient Medications

Lisinopril/HCTZ, 20/25 mg/d Prinivil (lisinopril), 20 mg/d
Metaprolol, 50 mg BID HCTZ, 25 mg/d
Lantus {insulin glargine), 20 units/d  Coreg (carvedilal), 25 mg BID
Metformin, 500 mg BID Levemir (insulin detemir), 35 units/d
Aspirin, 325 mg/d Ecotrin (aspirin), 325 mg/d
Pravastatin, 40 mg/d Crestor (rosuvastating, 10 mg/d

Plavix (clopidogrel), 73 mg/d

Nexium (esomeprazole), 20 mg/d

N-acetyl cysteine, 600 mg BID for 1 day

BID = twics daily; HCTZ = hydrochlorothiazise.

CMS Manual System
‘Pub 100-08 Medicare Program Integrity

sebieof comarne.

L CHANGES IN MANUAL INSTRUCTIONS: (N A ifsmamaal i 20t opdand)
R=REVISED, NaMEW, Ot Por Rove.

CHAPTER / SECTION / SUBSECTION ' TITLE

avien
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Transmittal 534

Issued August 8, 2014
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CMS Manual System
Pub 100-08 Medicare Program Integrity

Transmisal 34

SUBJECT: Claims 0

L SUMMARY OF
ey claias tat e

Department of Hosith &
Haman Services (DHELS)
Centers for Medicare &

Abadicsid Services (CMS)

Date: Augunt 5, 2
Change Raquest 5502

"

558 ZPICH e disretsa 10

e 25
IMPLEMENTATION

DATE: Septeamber 8, 3016

npes

tebteof omienn.

(CTIONS: (¥/A if masual s 1ot updated)

CHANGES [N MANUAL INSTRU
RREVISED, N-NEW, D-DELETED Oy Qe Per 2

Transmittal 540

Issued September 4, 2014

- Sy [e————
CMS Manual System SETERT
Pub 100-08 Medicare Program Integrity Cemers o Sielcare .

e Sero €35)
(— [e—

Change Request 5501

Fepsced by Trawominal S0, daed
s i secomplied
Masnal Isactom. A8+be infersat

Trasmimd 4 145 beng e

a5,
¢ S g

e vseiing Laguage i eetion

SUBKLCT: Chims e aee Betaed
L SUMMARY OF CELANGES: Te ppon of s CRit i e MAC 28 ZICs e s 0
e chom st et s o e exsghe of o ctsion

EFTECTIVE DATE: Svptinber 82014
“Uies okt pecpd h e e h e o e,
IMPLEMENFATION DATE: Septeshés 8, 3004

an

lcred mereriel

[ b PeTRUCTIONS
B-REVISED. S-NEW, D-DELETED. 0w Ons P £

rxo CHAPTER /SECTION | SUBSECTION THILE
& 332 ¥ Repatine AShons Documenttion Deint Pis st Pt
Renex

Transmittal 541

Issued September 12, 2014

CMS Manual System

Pub 100-08 Medicare Program Integrity e oristare
Mokt Servie €315

SUBFLGT: Chims ot are Kelaed
L SUMMARY OF CHANGES: Toe parpon of i CR i o 3wt MACk 3 THCs the dicri
a wekees ant i -

EFFECTIVE BATE: Seph
MPLEMENTATION DAT

e ofsomemn,
L CHLANGES IX MANUAL INSTRUCTIONS: (A s 50t st
REREVISED, N-NEW, D-DELETED Onb Ore P £

rxn CHAPTER /SECTION /SUBSECTION 1 THTLE
R 2
Rarier
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What does it mean?

* The only claim at imminent risk of “related” denial
is the performing physician claim for a
surgery/procedure performed on an inpatient
where the MAC or ZPIC denial was for medical
necessity of the procedure itself.

* Itis a discretionary ability, not a requirement.

* If denied, the physician must appeal on their own,
submitting all documentation.
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FFS Medicare: Physician Report:
Physician Information: Report Information:

Name:  Dr. John Doa Reporting Period: 010172007 - 12131/2007
NPl avenens a7 Specialty: 2

providers and youEl

e
[ & ¢ 8 S e
u

Physcian vists Physiian v

.
y
w4
Wl B,
o9l b Feo

imagng imaging

- .

M2 -
T

(&6 1z &E= 2=

‘Sl rursing and homs heath

= Ed T

Physician Information: Report Information:
HName: Dr. John Doe Reporting Period: 0140172007 - 12/31/2007
MPI: ssssaas 2487 Specialty: Cardiclogy

Area: Cityville
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ant Perceniage Toal
50 a 50 505% hampus 1 0 K 2 0%
6 5 1 sa% e Coss 5 2 1 s 240
0 7 % 75i% anmercl 7 B0 5 1351%
2 1 ] i el o o 2 2 o8
2 [} 5 1% redcaa 9 9 1 3t 931%
" [ ® 10514 rescore ®nooonw 218 4
2 7 I 5ttt JsePay 9 I3 6 z a1t
3 1 7 210% abers Camp o o 0 0 oo
2 0 6 a0
5 . i o
LR

43 §71.SEPTICEMA OR SEVERE SEPSISwo M/ 96+ HRSWEC 19074 7800 400 475 075 $7669.00 $690200  S767.00

13 872:SEPTICENIA OR SEVERE SEPSIS wo My 96+ HRS wo MG 11545 6300 300 4% 432 $641600 $605100  $36500

13 378.G1 HENORRHAGE WCD 10274 7500 300 326 026 $3%01.00 $526700  §1,366.00

M sRENAL FALURE WCG 10243 7600 400 428 028 $585500 $501300  $842.00

10 65INTRAGRAN HEMORRHAGE on CEREBRAL IFARGTW O 11667 7650 400 394 006 $539300  $549400  $101.00

Don’t let the data show them as a doctor that
“harms” patients- document accurately and
completely
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Home Care Face to Face

Physician narrative no longer needed

Physician orders home care on eligible patient
HHA documents homebound and needs
PCP signs that document and puts in chart

CMS screwed it all up- proposed 30 question
template

17
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Proper Payments @ProperPayments - Feb 19
"Recovery Auditors Blame 'Frequent Filers' For ALJ Backlog" Via

Proper Payments @ProperPayments - Feb 18

2
Good Shepherd Hospice Inc. to pay $4M for allegedly billing
patients who weren't terminally il

{9y Proper Payments @ProperPayments - Feb 17
“The...hospital lobbying effort has been devastating..improper payment
rate in rose..to $468 in 2014."

QY Proper Payments @ProperPayments - Feb 1
Another hospital balks at Medicare oversight, trying to strong-arm the OIG.

If we have time

— Does a high cholesterol matter? What is the
patient-oriented outcome?

— 35% of advanced cancer and 20% of dementia
patients still on statin

— Do a medication debridement on your patients
* What'’s the benefit? What are the side effects?
* |Is it worth trying a drug holiday?
« Clinical Intertia — effort to continue med<<< stop med

18



Billing Interactive Complexity
for Use of an Interpreter or
Translator

While the use of an interpreter or translator is not
generally recognized as a separately payable
service, when the patient's pathology requires the
use of an interpreter (such as when the patient only
communicates with animalistic sounds or speaks an
atypical language such as "Klingon"), then use of
the interactive complexity code, when reported
with certain "primary" procedures, would be
appropriate.
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Questions?

e www.ronaldhirsch.com

* rhirsch@accretivehealth.com
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