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I was fortunate to attend the Health
Care Compliance Association’s 21st
Annual Compliance Institute this past
March in National Harbor, Maryland.
The conference had many highlights
and various topics were discussed. I
will discuss two of the highlights
here.
First was a handout on Measuring
Compliance Program Effectiveness:
A Resource Guide. For those who did
not attend, I will provide a little of
the background on the compilation of
this manual. On January 17, 2017 a
group of compliance professionals
met with staff from the U.S.
Department of Health & Human
Services (HHS) Office of Inspector
General (OIG) to discuss means by
which to measure the effectiveness
of compliance programs with respect
to seven elements:
1.
2.
3.

Standards, policies and
procedures
Compliance program
administration
Screening and evaluation of
employees, physicians, vendors
and other agents

4.
5.
6.
7.

Communication, education
and training
Monitoring, auditing and
internal reporting systems
Discipline for noncompliance
Investigations and remedial
measures

As a result of the discussions on
these topics, a much-needed
compendium manual arose. The
two thousand copies available at
the conference quickly
disappeared. A copy of the manual
is available for download here.
Please take time to read the 54page manual—or at least the
introduction—carefully. Don’t be
overwhelmed by the amount of
information. As the introduction
states, the purpose of the manual
is to give healthcare organizations
as many ideas as possible and to
help them choose the most
appropriate metrics. The resource
guide is not meant to be utilized as
a checklist; only those elements
impacting the organization should
be utilized, as “one size does not fit
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all.” I am sure that by now, many compliance professionals have already devoured the contents and dog-eared many
relevant metrics. Over time this document will become an invaluable resource to many, if not all, healthcare facilities,
physician practices and vendors.
Another highlight for me was a session in which the relator (whistleblower) and the compliance officer of the accused
entity co-presented. It might seem incomprehensible that they could both be in the same room together! The
compliance officer is the current facility’s chief compliance officer and was not the officer when the allegation occurred.
I will not go into detail because resolution has taken place. The takeaway message is that an organization should listen
to individual concerns and take them seriously enough to conduct investigations when warranted and communicate
pertinent outcomes to the relator. Most relators are not bad people out to get anyone in trouble. This concept was
echoed in many of the presentations at the conference. Relators see a potential problem and want to communicate that
potential problem.
As those of us who work in compliance know, most entities dealing in the healthcare space have a hotline for
anonymous reporting. However, statistics show that more than 50 percent of the reporting does not occur through a
hotline phone call. The reporting usually occurs—as it did in this case—at the manager level. In this case, the relator
went to the manager who didn’t follow up on the questioned infraction and didn’t respond to the employee with an
outcome. The employee, feeling dissatisfied, went to the next level—directly to the chief executive officer. Again,
nothing was filtered down to the employee regarding a resolution to the allegation. The employee finally felt compelled
to leave the company.
After leaving, on advice of legal counsel, the employee reported the infraction to the OIG. After resolution, the
employee was invited back to the company to meet with new management staff. That is when the employee heard that
the allegation had been investigated with the assistance of external legal counsel and that no wrongdoing had been
found. However, the employee had never been notified of the process or the outcome. If communication had taken
place from the top down, then the employee would have been satisfied with the decision and would not have felt the
need to alert the OIG.
The lesson here is that organizations should take the time to train managers on how to have conversations with
employees regarding perceived and real infractions, and should implement a process that mirrors the hotline and will
allow managers to capture and report incident information to the compliance officer and compliance committee. This
report should then be utilized not only for follow-up on the incident, but also as a communication alert to inform the
employee regarding how the reported incident has been resolved. This process closes the loop and gives the
organization clearer, more consistent and reliable data on compliance-related outcomes and resolutions.
Denise M. Nash, MD, CCS, CIM, serves as Vice President of Compliance and Education for MiraMed Global Services, and as such, she is responsible
for all compliance, education and training. Dr. Nash has more than 20 years of experience in the healthcare industry. Dr. Nash has worked for CMS
in hospital auditing and has expertise in negotiation and implementation of risk contracting for managed care plans. Dr. Nash has also worked with
individuals as well as physician groups on utilization and PQRS management to improve financial performance for the risk-based contracts and
value-based purchasing programs. Dr. Nash also has experience with episode of care data and patient management in the ACO environment. She is
a consultant on coding/compliance audits at physician practices and hospitals, and has worked for insurance plans conducting second-level
appeals. Her experience includes consulting for the Office of the Inspector General of New Hampshire in its Fraud and Abuse Division. Dr. Nash can
be reached at denise.nash@miramedgs.com.

Pessimism leads to weakness, optimism to power.
William James
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Predictions for Healthcare in a Trump Era
Neda M. Ryan, Esq.
Compliance Counsel
MiraMed Global Services, Inc.

Healthcare has been the talking point for generations, but its presence has been even more pronounced since President
Obama’s election in 2008. Such discussions have revolved around passing comprehensive healthcare reform, passing the
Affordable Care Act (ACA or “Obamacare”), repealing the ACA and replacing it with the American Health Care Act of
2017 (H.R. 1628) (AHCA) and failing to secure the votes to pass the AHCA in the House of Representatives. There have
also been discussions regarding the future of healthcare enforcement, information technology security and transgender
health protections. The common thread passing through each of these issues today is: what’s next?
Defeat of the American Healthcare Act
When President Trump was elected, industry stakeholders predicted the ACA would be repealed and replaced (many
predicting in the first 100 days of President Trump’s administration). However, the House of Representatives’
Republicans were unable to pass their healthcare reform bill—the AHCA. In his remarks, Speaker Ryan said, “we will be
living with Obamacare for the foreseeable future.” While President Trump says he has not put healthcare completely to
the side, he said he will focus on his next priority: tax reform. So, with all of these shocking developments, many are left
to wonder whether the ACA will, in fact, be comprehensively replaced. The answer: it is unlikely.
According to most Republicans, and as stated by President Trump, Obamacare “is imploding and soon will explode.” In
the Wall Street Journal, Aetna’s CEO said the ACA was in a “death spiral.” As it stands, it is expected that insurance
premiums will continue to increase and many of the larger insurance companies will pull out of the exchanges in 2018,
thereby creating fewer healthcare coverage options for many Americans from which to choose.
Unfortunately, Congress is stuck in its own death spiral: the blame game over who will own the fate of the ACA.
Republicans will continue to blame Democrats for passing the law seven years ago, while Democrats will blame
Republicans for failing to come up with a viable alternative, all while knowing the law’s fate. What we do know is that
this was a huge loss for Republicans and whether they will muster the courage (and votes) to propose another bill is yet
to be seen.
Healthcare Enforcement
Healthcare enforcement has been on a
steady and steep rise over the years,
especially in light of the government’s
expanded enforcement power under the
ACA. In its most recent Semiannual
Report to Congress, the U.S. Department
of Health and Human Services (HHS)
Office of Inspector General (OIG) sought
to recover $5.66 billion in investigative
and audit receivables. This is $2.31 billion
more than was recovered in 2015. Some
question whether President Trump’s
recent hiring freeze and focus on
enforcement elsewhere (think:
immigration) will impact healthcare
enforcement. The answer: it is unlikely.
(Continued on page 4)
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Although on January 23, 2017 President Trump issued a memorandum instituting a hiring freeze, the impact of it on
healthcare enforcement is debatable. The statement of the hiring freeze was immediately followed by numerous
exceptions, including those positions deemed by the head of the executive department or agency as “necessary to
meet...public safety responsibilities,” as well as “those exemptions [that] are otherwise necessary” as deemed by the
director of the Office of Personnel Management. Moreover, the memorandum “does not prohibit making reallocations
to meet the highest priority needs...” In other words, so long as the positions are deemed necessary and/or agencies
reallocate their resources to meet their highest priority needs, this hiring freeze will have limited impact on various
agencies, including those that enforce healthcare-related laws and regulations.
On the campaign trail, then-candidate Trump was vociferous about his concerns with our current immigration system,
vehemently expressing his desire to deport “bad hombres.” In fact, it was on this platform that he rose to such
prominence and popularity in the early days of his campaign and, ultimately, won the election. Many question whether
his public focus on our country’s immigration system will limit the Administration’s focus on healthcare enforcement.
Although we expect to see a sharp spike in immigration-related enforcement, because of the great revenue generated
by the OIG in recent years (and the rate at which such revenue generation has increased), the healthcare industry should
expect the Trump Administration to continue the Obama Administration’s fervent enforcement of healthcare-related
laws and regulations.
Accordingly, healthcare providers should continue to remain vigilant in their efforts to achieve, and remain, compliant
with all laws and regulations affecting their organizations and practices, and to develop and improve their compliance
plans furthering those efforts.
Information Technology Security
Hack. It has become the new buzzword in recent years. From repeated hacks of Yahoo’s and other companies' email
platforms and hacks during the 2016 presidential election to recent hacks of the CIA, one thing is clear: hacking is at an
all-time high. And the healthcare industry is more exposed than ever.
Historically, healthcare entities have been most vulnerable for attacks because they have spent the least on IT security.
Put bluntly, despite the Health Insurance Portability and Accountability Act of 1996 (HIPAA), IT security has not generally
been a priority in the healthcare space. While hacking and IT security are not Trump priorities (though some may argue
the jury is still out on that point), this is still an issue facing the Trump Administration. It is estimated that $1 billion was
extorted from individuals and companies through ransomware attacks in 2016 alone, with this number growing rapidly
each year. Therefore, it is imperative that all healthcare providers, at a minimum, take the following steps:
•
•
•
•
•

Understand which laws and regulations affect their organizations’ and practices’ information (e.g., HIPAA, state
data privacy and security laws, etc.);
Conduct a risk assessment; adopt and/or update existing policies and procedures addressing deficiencies found
during the risk assessment that are consistent with current law, regulations and industry standards;
Conduct penetration tests to determine the IT system’s susceptibility to attacks;
Regularly educate employees and staff regarding safe IT and email habits; and
Ensure all anti-virus and malware software is up-to-date.

Transgender Health Issues
President Obama made it clear that transgender issues, including health issues, were an area of focus for his
Administration, an area believed best to be addressed by the federal government. Through actions such as the joint
guidance issued by the U.S. Departments of Education and Justice and Section 1557 of the ACA, the Obama
Administration made known its position on transgender discrimination issues. The Trump Administration views these
issues, and the role of the federal government in them, differently, stating, in part, that these issues are best left for the
states to address on a case-by-case basis.
(Continued on page 5)
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In May 2016, the Departments of Education and Justice issued a joint statement directing public schools to permit
students to use the bathrooms matching their gender identities (Joint Statement).¹ In response, 12 states filed suit and
were granted an injunction, which prevented the federal government from taking adverse action against those schools
that refused to follow the directives in the Joint Statement. President Obama’s Justice Department appealed the
injunction. In February 2017, the Trump Administration both rescinded the Joint Statement² and elected to withdraw
the government’s challenge to the injunction. While perceived as a victory for opponents of President Obama’s actions,
proponents of the effort saw this as a step backward in our nation’s efforts toward equality for all people regardless of
gender or gender identity.
When enacted, Section 1557 of the ACA made
it impermissible for federally funded healthcare
programs and activities to discriminate against
patients and members of the public on the
basis of race, color, national origin, sex, age or
disability. In issuing its regulations in May 2016,
the HHS Office of Civil Rights (OCR) defined
“sex” to include gender identity and sex
stereotyping. In other words, the regulations
prohibit sex-specific services from being denied
because an individual identifies with a gender
other than their biological gender. The
regulations also prohibit the “categorical
exclusion” of health services related to gender
transition.
On December 31, 2016, the U.S. District Court
for the Northern District of Texas issued an
opinion in Franciscan Alliance, Inc., et al v.
Burwell enjoining HHS from enforcing the
portions of Section 1557 that prohibit
discrimination on the basis of gender identity or termination of pregnancy. Although this opinion was issued during
President Obama’s presidency, even if it was appealed during President Obama’s term, it would be likely that the Trump
Administration would withdraw the government’s defense of the action as it did in the case involving the Joint
Statement.
Though unlikely to change or encourage changing existing law that specifically affords certain gender and gender
identity-related protections, it is clear that keeping in place Obama-era efforts is not a Trump Administration priority.
Conclusion
Healthcare in 2017 continues to evolve aggressively, showing no signs of relief. In both politically charged and nonpolitically charged arenas, it is clear that healthcare will continue to be one of the government’s focuses. Whether the
political stakeholders can take action is yet to be seen. However, political disputes notwithstanding, healthcare
providers can best position themselves by keeping abreast of rapid changes as well as ensuring they are currently
compliant and meeting the standards for best practices in both compliance and IT security.
¹ https://www2.ed.gov/about/offices/list/ocr/letters/colleague-201605-title-ix-transgender.pdf
² http://www2.ed.gov/about/offices/list/ocr/letters/colleague-201702-title-ix.docx
Neda M. Ryan, Esq. serves as Compliance Counsel for MiraMed Global Services. Ms. Ryan has experience in all areas of healthcare law, including
healthcare transactional and corporate matters; healthcare litigation matters; providing counsel regarding compliance and reimbursement matters;
and third party payer audit appeals. She can be reached at (517) 787-7432 or Neda.Ryan@MiraMedGS.com.
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The Business of Healthcare:
A Compendium of Interesting Facts

Phil Solomon
Vice President of Marketing Strategy
MiraMed Global Services, Inc.

If you have a question about the healthcare industry, you might just find the answer here. This article provides some
interesting facts about the industry as it relates to the current economy. Healthcare makes up a large part of the gross
domestic product (GDP) of the United States. The GDP is a monetary measure of the market value of all goods and
services produced in a year, and it is the primary indicator used to gauge the health of a country's economy. The
economics of healthcare has a profound effect on business in the U.S.
Healthcare spending increased 5.8 percent in 2015 to a total of $3.2 trillion, according to the Center for Medicare and
Medicaid Services’ (CMS’s) Office of the Actuary. Healthcare spending accounted for 17.8 percent of the GDP in 2015,
up from 17.4 percent in 2014. Compare that to healthcare spending in 1960, when the GDP was 5.2 percent and where
total spending was just $27.5 billion. When broken down to the individual consumer level, between 1960 and 2014,
healthcare spending in the U.S. increased from an average of $146/person per year to $9,532/person per year. Things
have changed quite a bit in 55 years. These statistics demonstrate just how big an impact healthcare has on the
country’s economy.

Source: www.cms.gov

Healthcare Spending Defined
Healthcare spending is made up of all monies paid to healthcare providers—hospitals, outpatient centers, Veterans
Affairs, physician and dental practices, physical therapists, nursing homes, retail sales of prescription and
nonprescription drugs, premiums paid to health insurers, and revenues of medical device manufacturers, surgical
equipment and durable medical equipment. Spending also includes the escalating amounts paid by consumers for outof-pocket costs for insurance premiums, deductibles and co-payments, along with uncovered costs.
(Continued on page 7)
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Hospitals by the Numbers
The American Hospital Association (AHA) conducts an
annual survey of hospitals in the U.S. The data in Table 1
contains a sample of statistics from the 2015 AHA Annual
Survey. The AHA is the industry’s primary source for
aggregate hospital data and trend analysis. The data below
encompasses information about for-profit and not-for-profit
hospitals.
TABLE 1
Total Number of All U.S. Registered∗ Hospitals
Number of U.S. Community∗∗ Hospitals
Number of Nongovernment Not-for-Profit Community Hospitals
Number of Investor-Owned (For-Profit) Community Hospitals
Number of State and Local Government Community Hospitals
Number of Federal Government Hospitals
Number of Nonfederal Psychiatric Hospitals
Number of Nonfederal Long-Term Care Hospitals
Number of Hospital Units of Institutions (Prison Hospitals, College Infirmaries, etc.)

5,564
4,862
2,845
1,034
983
212
401
79
10

Total Staffed Beds in All U.S. Registered∗ Hospitals
Staffed Beds in Community∗∗ Hospitals
Total Admissions in All U.S. Registered∗ Hospitals
Admissions in Community∗∗ Hospitals
Total Expenses for All U.S. Registered∗ Hospitals
Expenses for Community∗∗ Hospitals

897,961
782,188
35,061,292
33,260,348
$936,531,524,400
$851,514,523,144

Number of Rural Community∗∗ Hospitals
Number of Urban Community∗∗ Hospitals

1,829
3,033

Number of Community Hospitals in a System∗∗∗
Number of Community Hospitals in a Network∗∗∗∗

3,198
1,677

*Registered hospitals are those hospitals that meet AHA's criteria for registration as a hospital facility. Registered hospitals include AHA member
hospitals as well as nonmember hospitals. For a complete listing of the criteria used for registration, please see Registration Requirements for
Hospitals.
**Community hospitals are defined as all nonfederal, short-term general, and other special hospitals. Other special hospitals include obstetrics and
gynecology; eye, ear, nose, and throat; rehabilitation; orthopedic; and other individually described specialty services. Community hospitals include
academic medical centers or other teaching hospitals if they are nonfederal short-term hospitals. Excluded are hospitals not accessible by the
general public, such as prison hospitals or college infirmaries.
***System is defined by AHA as either a multihospital or a diversified single hospital system. A multihospital system is two or more hospitals
owned, leased, sponsored, or contract managed by a central organization. Single, freestanding hospitals may be categorized as a system by
bringing into membership three or more, and at least 25 percent, of their owned or leased non-hospital preacute or postacute healthcare
organizations. System affiliation does not preclude network participation.
**** Network is a group of hospitals, physicians, other providers, insurers and/or community agencies that work together to coordinate and
deliver a broad spectrum of services to their community. Network participation does not preclude system affiliation.
Source: http://www.aha.org/research/rc/stat-studies/fast-facts.shtml
(Continued on page 8)
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Hospital Mergers and Acquisitions and the Hospital Marketplace
Combined mergers and acquisitions
(M&A) activity experienced a
reduction in 2016 compared to 2015.
There were 102 hospital transactions
announced in 2016, compared to 112
in 2015. The level of M&A activity
seems fitting because many
healthcare organizations have
concerns about their financial
viability in the marketplace.
Of the 102 reported M&A, 75
involved nonprofit hospitals and 27
were for-profit hospital buyers.
The five largest for-profit hospital
operators, based on the number of
hospitals, include:
•
•
•
•
•

Hospital Corporation of America
(Nashville, TN) – 169
Community Health Systems (Brentwood, TN) – 158
Tenet Healthcare (Dallas, TX) – 79
LifePoint Health (Brentwood, TN) – 72
Prime Healthcare Services (Ontario, CA) – 44

The five largest nonprofit hospital systems, based on the number of hospitals, include:
•
•
•
•
•

Ascension Health (St. Louis, MO) – 141
Catholic Health Initiatives (Englewood, CO) – 103
Trinity Health (Livonia, MI) – 92
Baylor, Scott & White (Dallas, TX) – 48
Adventist Health Systems (Altamonte Springs, FL) – 46

The top five states with the most hospitals, according to Kaiser State Health Facts, are:
•
•
•
•
•

Texas – 404
California – 342
Florida – 210
Illinois – 188
Pennsylvania – 186

The following health systems own the most short-term acute care hospitals in the U.S.:
•
•
•
•
•

Hospital Corporation of America (HCA) (Nashville, TN) – 167
Community Health Systems (Franklin, TN) – 149
Department of Veterans Affairs (Washington, D.C.) – 141
Ascension Health (St. Louis, MO) – 84
Tenet Healthcare (Dallas, TX) – 62

(Continued on page 9)
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Top Hospitals in the U.S.
For 27 years, U.S. News & World Report has published its Best Hospitals rankings to help patients make informed
healthcare decisions. They compared nearly 5,000 medical centers nationwide in 25 specialties, procedures and
conditions.
Below is a listing of the top 20 hospitals in 2016-2017, according to U.S. News & World Report:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

Mayo Clinic (Rochester, MN)
Cleveland Clinic (Cleveland, OH)
Massachusetts General Hospital (Boston, MA)
Johns Hopkins Hospital (Baltimore, MD)
UCLA Medical Center (Los Angeles, CA)
New York-Presbyterian University Hospital (New York, NY)
UCSF Medical Center (San Francisco, CA)
Northwestern Memorial Hospital (Chicago, IL)
Hospitals of the University of Pennsylvania-Penn Presbyterian (Philadelphia, PA)
NYU Langone Medical Center (New York, NY)
Barnes-Jewish Hospital/Washington University (St. Louis, MO)
UPMC Presbyterian Shadyside (Pittsburgh, PA)
Brigham and Women's Hospital (Boston, MA)
Stanford Health Care-Stanford Hospital (Stanford, CA)
Mount Sinai Hospital (New York, NY)
Duke University Hospital (Durham, NC)
Cedars-Sinai Medical Center (Los Angeles, CA)
University of Michigan Hospitals and Health Centers (Ann Arbor, MI)
Houston Methodist Hospital (Houston, TX)
University of Colorado Hospital (Aurora, CO)

Hospital and Clinical Expenditures
Hospital expenditures increased by 4.1 percent to $971.8 billion in 2014, up from the 3.5 percent growth in 2013,
according to CMS. Physician and clinical services expenditures rose 4.6 percent to $603.7 billion in 2014, higher than the
2.5 percent growth rate in 2013.
Payments and Revenue
The average cost per inpatient day in state/local government hospitals across the U.S. was $1,974 in 2014, the latest
year for which data is available, according to Kaiser State Health Facts. The average cost per inpatient day was $2,346 in
nonprofit hospitals and $1,798 in for-profit hospitals.
For 2012, the latest data available, the average operating margin for a nonprofit hospital was 2.6 percent, according to
Moody's Investors Service.
In 2015, government payers underpaid hospitals for medical services by $57.8 billion, according to the AHA. That year,
under Medicare, hospitals received payment of 88 cents on the dollar for time spent caring for Medicare patients.
Under Medicaid, hospitals received payment of 90 cents for every dollar spent on Medicaid patients.
From 1990 through 2015, U.S. hospitals' uncompensated care costs totaled $704.7 billion, according to a recent AHA
report. From 2000 to 2015, national uncompensated care costs reached a high of $45.9 billion in 2012, which
represented 6.1 percent of total expenses. In 2015, total uncompensated care costs were $35.7 billion, representing 4.2
percent of total expenses—the lowest level in 26 years.
(Continued on page 10)
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A greater number of hospitals and health systems are engaging in alternative payment models with the goal of fully
transitioning to a value-based care reimbursement system. Nationally, hospitals reported that about 50 percent of
reimbursement was related to a form of value measurement in 2016, up four percent from 2014. Of hospitals involved
in value-based contracts, 22 percent reported meeting their goal to reduce administrative costs, 26 percent reported
meeting goals to reduce healthcare costs, 30 percent reported meeting care-coordination goals and 40 percent reported
meeting objectives for improving patient outcomes.
Physicians in the U.S.
In 2015, there were 809,845 doctors of medicine in the U.S. This figure included approximately 150,000 inactive and
some 50 unclassified physicians. Washington, D.C., Massachusetts and Maryland have the highest number of physicians
per civilian population. Psychiatrists are the most prevalent medical specialists. Roughly one-quarter of all active
physicians are educated abroad.
Compensation for physicians varies across specialties. Orthopedics and cardiology have the highest-earning physicians,
with annual salaries of $440,000 and $410,000, respectively. The highest-paid physicians live in the north-central region
of the country, where the mean compensation for physicians is near $300,000 per year.
Although physicians have high earning potential, there are physician shortages in certain areas of the country. The
Association of American Medical Colleges (AAMC) estimates that the U.S. physician shortage will be as high as 94,700 by
2025.
Physician shortage estimates come from three broad categories: primary care, medical specialties and surgical
specialties. By 2025, AAMC estimates a shortfall of between 14,900 and 35,600 primary care physicians and a shortfall
of non-primary care physicians as high as 60,300.
A major problem that affects physicians is burnout. It has become increasingly prevalent among U.S. physicians. Nearly
50 percent of physicians reported frequent or constant feelings of professional burnout in the past year, according to a
2016 survey by Merritt Hawkins. Physicians who experienced burnout attributed their job dissatisfaction to two major
sources: electronic health record (EHR) data entry and increased clerical requirements under ICD-10. There are good
reasons for their concerns. On average, 50 percent of physicians' time is spent entering data into EHRs and completing
clerical work. Physicians spend only 27 percent of their work hours interacting with patients, according to a 2016 study
in Annals of Internal Medicine.
Summary
Delivering healthcare is not what it used to be. There have been major business model changes over the past 20 years
as we have moved from lower-cost insurance plans to volume-based care and recently toward value-based and patientcentric care.
Increasing health insurance premiums and out-of-pocket patient liability have put a strain on patients, physicians and
the entire healthcare system. These changes have left the public and policy makers wondering how health reform is
going to affect the industry. With our aging population, cost increases and efforts to repeal and replace the Affordable
Care Act, it is anyone’s guess what new healthcare challenges the country will face. Many believe there is light at the
end of the tunnel; however, some are skeptical. No matter what people think, everyone can agree on one thing: they
hope the light isn’t an oncoming train.
Sources: Becker’s Hospital Review, “50 Things to Know About the Hospital Industry in 2017”; U.S. News & World Report, “Best Hospitals Rankings”;
Statista’s “Statistics and Facts about U.S. Physicians”; Kaiser State Health Facts, Moody’s Investors Service.
Phil C. Solomon serves as the Vice President of Marketing Strategy for MiraMed Global Services, is the publisher of Revenue Cycle News, a
healthcare business information blog. Phil has over 25 years’ experience consulting on a broad range of healthcare initiatives for clinical and
revenue cycle performance improvement. He has worked with the industry’s largest health systems, developing executable strategies for revenue
enhancement, expense reduction and clinical transformation. He can be reached at phil.solomon@miramedgs.com, at (404) 849-8065 and on
Twitter @philcsolomon.
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Coronary Artery Bypass Graft:
An ICD-10-PCS Approach
Evan Lendle C. Ramos, RN, CCS, CIC
Senior Manager, Training Department
MiraMed Philippines Group, LLC – Philippine Branch

Coronary artery bypass graft (CABG) is a surgical procedure that improves blood circulation to the heart. This is done by
using a healthy artery or vein from the body connected or grafted to the location of the blocked coronary artery. The
grafted blood vessel (vein or artery) bypasses the obstructed portion of the coronary artery, which creates a new path
for oxygenated blood to flow to the heart muscle.
CABGs are commonly performed on patients suffering with coronary artery disease in which the plaque builds up within
the lumen of the arteries. This plaque buildup causes the wall to inflame and raises the risk of blood clots and heart
attacks.
There are two main coronary arteries, each of which has several branches:
Right Coronary Artery
1.
2.

Right marginal
Right posterior descending (PDA)

Left Main Coronary Artery (LMCA)
1.
2.
3.
4.
5.
6.
7.

Left anterior descending branch (LAD)
Diagonal
Septal
Circumflex (LCX)
Obtuse marginal (OM)
Posterior descending
Posterolateral

ICD-10-PCS Perspective
When coding for CABG in the ICD-10-PCS code set, remember the following:
•

1st Character – Section: 0 Medical and Surgical

•

2nd Character – Body System: 2 Heart and Great Vessels

•

3rd Character – Root Operation: 1 Bypass

•

4th Character – Body Part
−
−
−
−

0 Coronary Artery, 1 Artery
1 Coronary Artery, 2 Arteries
2 Coronary Artery, 3 Arteries
3 Coronary Artery, 4 or More Arteries

The selection of Body Part in CABG is different from other bypass procedure coding guidelines.
The Body Part identifies the number of coronary arteries bypassed.

(Continued on page 12)
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•

5th Character – Approach

•

− 0 Open
− 3 Percutaneous
− 4 Percutaneous endoscopic
6th Character – Device
−
−
−
−
−
−

8 Zooplastic tissue
9 Autologous venous tissue
A Autologous arterial tissue
J Synthetic substitute
K Nonautologous tissue substitute
Z No Device

The selection of Device is the type of tissue used in bypassing the blood circulation. When there are multiple coronary
artery sites (Body Parts) being bypassed, a separate procedure is coded for each coronary artery site that uses a
different device and/or a qualifier.
If the tissue used to bypass is an internal mammary artery, no Device will be used.
In order to consider that a Device is to be used, this
needs to be a material (tissue) used as graft
(separated) and not moved over. In the case of
using internal mammary artery, it is only loosened
from one side and put towards the obstructed
coronary artery. The internal mammary artery is
not used as “free graft”; therefore, it would be
considered no Device.
•

7th Character – Qualifier
−
−
−
−
−
−

3 Coronary Artery
8 Internal Mammary, Right
9 Internal Mammary, Left
C Thoracic Artery
F Abdominal Artery
W Aorta

The selection of Qualifier determines the blood
vessel bypassed from.
When there are multiple coronary artery sites
(Body Parts) being bypassed, a separate procedure
is coded for each coronary artery site that uses a
different device and/or a qualifier.
For example, aortocoronary bypass and internal
mammary coronary artery bypass are coded
separately, since the first case is bypassed from
aorta and the second case is bypassed from
internal mammary artery.
(Continued on page 13)
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Additional Tips:
If an autograft is obtained from a different body part in order to accomplish the bypass procedure, a separate procedure
is coded.
If the procedure is also performed with extracorporeal circulation (bypass machine), an additional code should be
assigned.
Procedures that are included in bypass operations are not coded separately. These include hypothermia, cardioplegia,
intraoperative pacing and chest tube insertions.
Clinical Example
Patient underwent coronary bypass procedure with the use of cardiopulmonary bypass machine. The coronary bypass
grafts were performed. First was the use of left internal mammary artery over to the left circumflex coronary artery.
Second, using an open approach, the surgeon excised the patient’s right greater saphenous vein as graft, bringing blood
from the aorta to the obtuse marginal branch, to the diagonal artery and to the proximal PDA.
•
•
•
•

02100Z9, Bypass coronary artery, one site from left internal mammary, open approach
021209W, Bypass coronary artery, three sites, from aorta with autologous venous tissue, open approach
06BP0ZZ, Excision of right greater saphenous vein, open approach
5A1221Z, Continuous cardiac output for the bypass machine

Sources: ICD-10-PCS Coding Guidelines and Conventions, ICD-10-CM and PCS Coding Handbook, 2017
Evan Lendle C. Ramos, RN, CCS, CIC serves as the Senior Manager of Medical Coding Training and Education for MiraMed Global Services
Philippines Group, LLC – Philippine Branch. Mr. Ramos is responsible for developing and implementing processes to assure high quality
performance and accuracy in coding of medical record documentation. Under his leadership, MiraMed has trained nearly 500 coding professionals
for both AHIMA (CCA, CCS-P, CCS) and AAPC (CPC, COC, CIC) coding certifications. Mr. Ramos can be reached at evan.ramos@MiraMedGS.com.
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The Office of Inspector General and 2017 Work Plan:
An Overview for Practice Management and Coding Professionals
Gregory R. Zinser
Vice President
Anesthesia Business Consultants, Inc.

Editor’s Note: This article contains selected excerpts from the 2017 OIG Work Plan.
The Department of Health & Human Services (HHS) Office of Inspector General (OIG) is charged with protecting the
integrity of HHS programs and operations and the well-being of beneficiaries. Their responsibilities include detecting and
preventing fraud, waste and abuse; identifying opportunities to improve program economy, efficiency and effectiveness;
and holding accountable those who do not meet program requirements or who violate federal healthcare laws.
Their mission encompasses more than 100 HHS programs at agencies such as the Centers for Medicare and Medicaid
Services (CMS), Administration for Children and Families (ACF), Centers for Disease Control and Prevention (CDC), Food
and Drug Administration (FDA), Indian Health Service (IHS) and National Institutes of Health (NIH).
A significant portion of OIG funding (approximately 78 percent in 2016) is directed toward oversight of the Medicare and
Medicaid programs, including oversight of financial integrity and quality and safety of medical services. The remaining
share of OIG’s efforts and resources are focused on other HHS programs and management processes, including issues
such as efficient and effective operation of health insurance marketplaces and accuracy of related financial assistance
payments; safety of the nation’s food and drug supply; security of national stockpiles of pharmaceuticals for use during
emergencies; cybersecurity; and integrity of contracts and grants management processes and transactions.
OIG carries out its mission to protect the integrity of HHS programs and the health and welfare of the people served by
those programs through a nationwide network of audits, investigations and evaluations, as well as outreach, compliance
and educational activities conducted by personnel in the following components:
The Office of Audit Services (OAS). OAS conducts audits of HHS programs and operations through its own resources or
by overseeing audit work done by others. Audits examine the performance of HHS programs and/or its grantees and
contractors in carrying out their respective responsibilities and are intended to provide independent assessments of HHS
programs and operations. These assessments help reduce waste, abuse and mismanagement, and promote the
economy, efficiency and effectiveness of programs and operations throughout HHS.
The Office of Evaluation and Inspections (OEI). OEI conducts national evaluations to provide HHS, Congress and the
public with timely, useful and reliable information on significant issues. These evaluations focus on preventing fraud,
waste and abuse, and promoting economy, efficiency and effectiveness in HHS programs. OEI reports also present
practical recommendations for improving program operations.
The Office of Investigations (OI). OI conducts criminal, civil and administrative investigations of fraud and misconduct
related to HHS programs, operations and beneficiaries. With investigators working in almost every state, the District of
Columbia and Puerto Rico, OI coordinates with the Department of Justice and other federal, state and local law
enforcement authorities. OI also coordinates with OAS and OEI when audits and evaluations uncover potential fraud.
OI’s investigative efforts often lead to criminal convictions, administrative sanctions or civil monetary penalties (CMP).
The Office of Counsel to the Inspector General (OCIG). OCIG provides general legal services to OIG, rendering advice
and opinions on HHS programs and operations and providing all legal support for OIG’s internal operations. OCIG
represents OIG in all civil and administrative fraud and abuse cases involving HHS programs, including the False Claims
Act, program exclusion, self-disclosure and CMP cases. In connection with these cases, OCIG also negotiates and
monitors corporate integrity agreements. OCIG renders advisory opinions, issues compliance program guidance,
publishes fraud alerts, and provides other guidance to the healthcare industry about the anti-kickback statute and other
OIG enforcement authorities.
(Continued on page 15)
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Executive Management (EM). EM is composed of the Immediate Office of Inspector General and the Office of
Management and Policy. EM is responsible for overseeing the activities of OIG’s components; setting vision and
direction, in collaboration with the components, for OIG’s priorities and strategic planning; providing specialized
expertise in cross-cutting issues; ensuring effective management of budget, finance, information technology, human
resources and other operations; and serving as a liaison to HHS, Congress and other stakeholders. EM plans, conducts
and participates in a variety of cooperative projects within HHS and with other government agencies.
The OIG Work Plan
OIG work planning is a dynamic process, and adjustments are made throughout the year to meet priorities and to
anticipate and respond to emerging issues with the resources available. Relative risks in HHS programs and operations
are assessed to identify the areas most in need of attention and, accordingly, to set priorities for the sequence and
proportion of resources to be allocated. In evaluating potential projects to undertake, factors considered include:
•
•
•
•
•
•

Mandatory requirements for OIG reviews, as set forth in laws, regulations or other directives
Requests made or concerns raised by Congress, HHS management or the Office of Management and Budget (OMB)
Top management and performance challenges facing HHS
Work performed by other oversight organizations (e.g., the General Accountability Office)
Management’s actions to implement OIG recommendations from previous reviews
Potential for positive impact

The OIG Work Plan for fiscal year 2017 summarizes both new and ongoing reviews and activities that OIG plans to
pursue with respect to HHS programs and operations during the current fiscal year (FY) and beyond. A complete list of
projects that have been completed, revised or removed since the last update can be found in the Work Plan document
here.
The Work Plan also includes a listing and description of new projects by category, and the first of those categories
describes projects that relate to CMS oversight.
Centers for Medicare & Medicaid Services
CMS, which includes Medicare, Medicaid and the Children’s Health Insurance Program (CHIP), accounts for more than 80
percent of HHS’s budget. The programs provide medical coverage for adults and children in certain statutorily defined
categories. CMS is also responsible within HHS for the health insurance marketplaces and related programs under the
Affordable Care Act (ACA).
Total federal program spending for Medicare, Medicaid and CHIP was $986 billion for FY 2016. The amount spent on
Medicare for this time period was approximately $595 billion, which includes inpatient hospital, skilled nursing, home
health, hospice and physician services payments, as well as incentive payments for adopting health information
technology, such as electronic health records (EHRs). Enrollment in Medicaid and CHIP has grown by 16 million people
since October 2013 to a total of 72.9 million individuals enrolled as of January 2016.
Medicare Parts A and B
Medicare Part A covers certain inpatient services in hospitals and skilled nursing facilities (SNFs) and some home health
services. Medicare Part B covers designated practitioners’ services; outpatient care; and certain other medical services,
equipment, supplies and drugs that Part A does not cover. CMS uses Medicare Administrative Contractors to administer
Medicare Part A and Medicare Part B and to process claims for both parts. In calendar year (CY) 2015, Medicare Parts A
and B served more than 37 million people and provided approximately $371 billion in program payments. Medicare
expended over $85 billion in Part D benefit payments in CY 2015, serving over 41 million beneficiaries.
(Continued on page 16)
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Some of the more notable new projects relating to CMS include the following:
Hospitals
Incorrect Medical Assistance Days Claimed by Hospitals
The Medicare program, like the Medicaid program, includes provisions under which Medicare-participating hospitals
that serve a disproportionate share of low-income patients may receive a disproportionate share of hospital payments.
In Medicare, disproportionate shares of hospital payments to providers are based on Medicaid patient days that the
hospitals furnish. Providers report these Medicaid patient days on the Medicare cost reports that Medicare
administrative contractors
review and settle. Because
Medicare’s disproportionate
share of hospital payments are
the result of calculations to
which a number of sometimescomplex factors and variables
contribute, they are at risk of
overpayment. OIG will
determine whether, with
respect to Medicaid patient
days, Medicare administrative
contractors properly settled
Medicare cost reports for
Medicare disproportionate
share of hospital payments in
accordance with Federal
requirements.
Expected issue date: FY 2017
Inpatient Psychiatric Facility Outlier Payments
Inpatient Psychiatric Facilities, either freestanding hospitals or specialized hospital-based units, provide active
psychiatric treatment to meet the urgent needs of those experiencing an acute mental health crisis, which may involve
mental illnesses or alcohol- or drug-related problems. From FY 2014 to FY 2015, the number of claims with outlier
payments increased by 28 percent and total Medicare payments for stays that resulted in outlier payments increased
from $450.2 million to $534.6 million (19 percent). OIG will determine whether Inpatient Psychiatric Facilities
nationwide complied with Medicare documentation, coverage and coding requirements for stays that resulted in outlier
payments.
Expected issue date: FY 2017
Skilled Nursing Facilities
Skilled Nursing Facilities – Unreported Incidents of Potential Abuse and Neglect
SNFs are institutions that provide skilled nursing care, including rehabilitation and various medical and nursing
procedures. Ongoing OIG reviews at other settings indicate the potential for unreported instances of abuse and neglect.
OIG will assess the incidence of abuse and neglect of Medicare beneficiaries receiving treatment in SNFs and determine
whether these incidents were properly reported and investigated in accordance with applicable federal and state
(Continued on page 17)
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requirements. OIG will also interview state officials to determine if each sampled incident was reported, if required, and
whether each reportable incident was investigated and subsequently prosecuted by the state, if appropriate.
Expected issue date: FY 2017
Skilled Nursing Facility Reimbursement
Some SNF patients require total assistance with their activities of daily living and have complex nursing and physical,
speech and occupational therapy needs. SNFs are required to periodically assess their patients using a tool called the
Minimum Data Set that helps classify each patient into a resource utilization group for payment. Medicare payment for
SNF services varies based on the activities of daily living score and the therapy minutes received by the beneficiary and
reported on the Minimum Data Set. The more care and therapy the patient requires, the higher the Medicare payment.
Previous OIG work found that SNFs are billing for higher levels of therapy than were provided or were reasonable or
necessary. OIG will review the documentation at selected SNFs to determine if it meets the requirements for each
particular resource utilization group.
Expected issue date: FY 2017
Skilled Nursing Facility Adverse Event Screening Tool
OIG developed the SNF adverse event trigger tool as part of its study, “Adverse Events in Skilled Nursing Facilities:
National Incidence Among Medicare Beneficiaries” (OEI-06-11-00370), released in February 2014. The tool was
developed with assistance from clinicians at the Institute for Healthcare Improvement (IHI), which also published the
tool for industry use. This product describes the purpose, use and benefits of the SNF adverse event trigger tool and the
guidance document released by IHI, including the methodology for developing the instrument and the instrument’s use
in developing the February 2014 report findings. The product describes the contributions of OIG and IHI. The goal of
this product is to disseminate practical information about the tool for use by those involved with the skilled nursing
industry.
Expected issue date: FY 2017
Other Providers and Suppliers
Monitoring Medicare Payments for Clinical Diagnostic Laboratory Tests – Mandatory Review
Section 216 of the Protecting Access to Medicare Act of 2014 (PAMA) requires CMS to replace its current system of
determining payment rates for Medicare Part B clinical diagnostic laboratory tests with a new market-based system that
will use rates paid to laboratories by private payers. Pursuant to PAMA, OIG is required to conduct an annual analysis of
the top 25 laboratory tests by Medicare payments and analyze the implementation and effect of the new payment
system. OIG will analyze Medicare payments for clinical diagnostic laboratory tests performed in 2016 and monitor
CMS’s implementation of the new Medicare payment system for these tests. This work will build upon previous
analyses of Medicare Part B laboratory test payments in 2014 and 2015 and a review of CMS’s progress toward
implementing the new Medicare payment system.
Expected issue date: FY 2017
Medicare Payments for Transitional Care Management
Transitional Care Management (TCM) includes services provided to a patient whose medical and/or psychosocial
problems require moderate- or high-complexity medical decision-making during transitions in care from an inpatient
hospital setting (including acute hospital, rehabilitation hospital, long-term acute care hospital), partial hospital,
observation status in a hospital, or skilled nursing facility/nursing facility, to the patient’s community setting (home,
domicile, rest home or assisted living). Beginning January 1, 2013, Medicare covered TCM services and paid for them
(Continued on page 18)
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under the Medicare Physician Fee Schedule. Medicare-covered services, including chronic care management, end-stage
renal disease and prolonged services without direct patient contact, cannot be billed during the same service period as
TCM. OIG will determine whether payments for TCM services were in accordance with Medicare requirements.
Expected issue date: FY 2017
Medicare Payments for Chronic Care Management
Chronic Care Management (CCM) is defined as the non-face-to-face services provided to Medicare beneficiaries who
have multiple (two or more), significant chronic conditions (Alzheimer’s disease, arthritis, cancer, diabetes, etc.) that
place the patient at significant risk of death, acute exacerbation/decompensation or functional decline. These
significant chronic conditions are expected to last at least 12 months or until the death of the patient. CCM cannot be
billed during the same service period as transitional care management, home healthcare supervision/hospice care or
certain end-stage renal disease services. Beginning January 1, 2015, Medicare paid separately for CCM under the
Medicare Physician Fee Schedule and under the American Medical Association Current Procedural Terminology. OIG will
determine whether payments for CCM services were in accordance with Medicare requirements.
Expected issue date: FY 2017
Billing and Payments
Management Review: CMS’s Implementation of the Quality Payment Program
The Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) establishes a new Medicare physician payment
system, known as the Quality Payment Program (QPP), which is intended to control Medicare expenditures and promote
high-value, high-quality care. Under the QPP, clinicians may receive positive or negative Medicare payment adjustments
depending on their performance across a range of measures; alternatively, clinicians can opt to participate in an
Advanced Alternative Payment Model, which offers other quality and payment incentives. OIG will review CMS’s
planning and early implementation of the QPP.
These payment reforms are a significant shift in how Medicare calculates compensation for clinicians and entails the
development of a complex system for measuring, reporting and scoring the value and quality of care. Additionally,
MACRA mandates that final regulations must be issued by November 1, 2016, with the first performance year beginning
January 1, 2017. OIG will describe the timelines and key milestones CMS has established for implementing the QPP
provisions of MACRA and will identify the key challenges and potential vulnerabilities CMS is facing during
implementation.
Expected issue date: FY 2017
Part C Medicare Advantage
Extent of Denied Care in Medicare Advantage and CMS Oversight
Capitated payment systems are based on a payment per person rather than a payment per service provided. Capitated
payment systems, such as those used by CMS to pay Medicare Advantage (MA) plans, may create financial incentives for
plans to underserve beneficiaries. OIG will examine national trends and oversight by CMS of denied care within MA.
OIG will determine the extent to which services were denied, appealed and overturned in MA from 2013 to 2015. It will
also compare rates of denials, appeals and overturns across MA plans and evaluate CMS’s efforts to monitor and
prevent inappropriate denial of care in MA. Future work in this area may include medical record reviews to examine
whether denials are appropriate.
Expected issue date: FY 2018
(Continued on page 19)
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Medicaid
Delivery System Reform Incentive Payments
Delivery System Reform Incentive Payments are incentive payments made under Section 1115 waivers to hospitals and
other providers that develop programs or strategies to enhance access to healthcare, increase the quality and costeffectiveness of care and increase the health of patients and families served. States must be able to demonstrate
outcomes and ensure accountability for allocated funding. These incentive payments have significantly increased
funding to providers for their efforts related to the quality of services. For example, one state made incentive payments
totaling more than $6 billion in a five-year period. OIG will ensure that select states adhered to applicable federal and
state requirements when they made incentive payments to providers.
Expected issue date: FY 2018
Accountable Care in Medicaid
The Medicaid program is experiencing a shift toward new models that promote accountability for the cost and quality of
care delivered to patients and focus on better, more efficient coordination of care. Several delivery system reform
initiatives in Medicaid,
including, for example,
medical homes and
accountable care
organizations, focus on
accountable care and
include elements such as
implementing value-based
payment structures,
measuring quality
improvement, and
collecting and analyzing
data. OIG will review
selected accountable care
models in Medicaid for
compliance with relevant
state and federal
requirements.
Expected issue date:
FY 2018
Third-Party Liability Payment Collections in Medicaid
Medicaid beneficiaries may have additional health insurance through third-party sources. Previous OIG work described
problems that state Medicaid agencies had in identifying and collecting third-party payments. States are to take all
reasonable measures to ascertain the legal liabilities of third parties with respect to healthcare items and services (SSA §
1902(a)(25)). Medicaid is the payer of last resort and providers are to identify and refund overpayments received. OIG
will determine if states have taken action to ensure that Medicaid is the payer of last resort by identifying whether a
third-party payer exists and if the state correctly reports the third-party liability to CMS.
Expected issue date: FY 2018
(Continued on page 20)
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Medicaid Overpayment Reporting and Collections
Prior OIG audits identified Medicaid overpayments in various states and included recommendations for the collection of
those overpayments. If a federal audit indicates that a state has failed to identify an overpayment, CMS considers the
overpayment as discovered on the date that the federal official first notifies the state in writing of the overpayment and
specifies a dollar amount subject to recovery (42 CFR § 433.316(e)). Federal regulations require that states report
overpayments to CMS. For OIG audits in which CMS concurred with recommendations to collect overpayments, OIG will
determine whether the overpayments have been recouped and properly reported to CMS.
Expected issue date: FY 2018
Details relating to the following new projects in categories other than CMS are also included in the Work Plan:
Food & Drug Administration
•
Hospitals’ reliance on drug compounding facilities
Indian Health Services
•
Purchase referred care program
•
Review of health services administered by a federally qualified health center
National Institutes of Health
•
Review of NIH data controls to ensure the privacy and protection of volunteers in the Precision Medicine Initiative
Administration for Children and Families
•
States’ accuracy of reporting Temporary Assistance for Needy Families spending information
Other HHS-Related Reviews
•
Review of CMS Action on Community Emergency Response Teams Data
•
Compliance with the Digital Accountability and Transparency Act – Mandatory Review
•
Audit of HHS information system security controls to track prescription drug disbursements
OIG’s Role in Healthcare Reform
OIG’s healthcare reform oversight strategy focuses on the health insurance marketplaces, reforms in the Medicare and
Medicaid programs and reforms in public health programs. Laws that implement parts of health reform, like ACA and
MACRA, are vested in HHS substantial responsibilities for increasing access to health insurance for those who are eligible
for coverage, improving access to and the quality of healthcare, lowering healthcare costs, and increasing value and
quality of care for patients and taxpayers. OIG is focused on reviewing the economy, efficiency and effectiveness of the
department’s healthcare reform programs.
Summary
The Work Plan offers providers a preview of many of OIG’s enforcement priorities for 2017 and is a critical tool in
maintaining an effective compliance program. As the healthcare industry continues to modify its care delivery and
payment models, the 2017 Work Plan is a useful tool for compliance officers and legal counsel to help identify potential
risk areas in their organizations and in deciding where to focus its internal compliance efforts in the coming year.
Gregory R. Zinser, Vice President at Anesthesia Business Consultants, has a broad range of experience in healthcare finance and administration.
Mr. Zinser’s recent experience includes four years as CEO of one of the nation’s largest anesthesia billing and practice management companies, and
CEO of the management company for one of the nation’s largest anesthesia groups. With experience in all facets of anesthesia practice
management, Mr. Zinser brings strength and depth to a team that has become the industry standard in both responsiveness and quality of
resources. Mr. Zinser can be reached at greg.zinser@anesthesiallc.com.
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Shawn Mole
Director of Product Management
Plexus Technology Group, LLC

The Medicare Access and CHIP Reauthorization Act of 2015 (MACRA)
marked the end of Medicare payment’s fee-for-service model and the
beginning of a performance-based payment system, the Quality Payment
Program (QPP). Understanding how participation in the QPP will impact
payments begins with understanding the scoring system.
Scoring in the QPP is impacted by the eligible clinician’s (EC’s) choice of
one of two tracks: the Advanced Alternative Payment Models (APMs) or
the Merit-Based Incentive Payment System (MIPS). Most ECs will
participate in MIPS in the 2017 transition year.
This article explains the scoring system for MIPS from a high level,
including the following:
•
•
•

The scoring system’s performance thresholds, laying out the points needed for positive payment adjustments.
The categories in which clinicians can score points, including an explanation of the benchmark scoring for Quality
that is 60 percent of the clinician’s score.
How ECs might plan their MIPS strategy within CMS’s new pay-for-performance model.

MIPS’s scoring system is on a scale of 0-100. The score will impact how the Centers for Medicare and Medicaid Services
(CMS) calculates payments, trailing two years. A good score in 2017 means a positive payment adjustment in 2019, and
so on. The MIPS score will be used to calculate payment adjustments on a sliding scale from a four percent positive or
four percent negative (+/- 4%) payment adjustment based on 2017 scores (paid in 2019) ramped up to nine percent
positive or nine percent negative (+/- 9%) scored in 2020 and paid in 2022. Payment adjustments will be on a linear
scale, so every point earned will mean a larger reimbursement.
Four Scoring Thresholds
The MIPS scoring system has four distinct thresholds. As 2017 is the transition year for clinicians to join the new
program, CMS has tried to make the scoring system as friendly as possible to those just beginning to participate in MIPS.
Not participating at all means a score of zero points, but even modest participation will translate to a score above the
positive payment threshold of three points, thereby reaching the neutral payment adjustment.
•
•
•
•

0 Points: Clinicians who do not participate in MIPS at all will receive zero points and a negative four percent payment
adjustment.
3 Points: Even modest participation in MIPS, commonly called the “test pace” option, will earn three points and
qualify for a neutral payment adjustment (neither a positive nor negative change in payment).
4–69 Points: This is the range where clinicians can begin to see modest payment adjustments. Positive payment
adjustments will be assigned on a linear sliding scale, with higher scores bringing clinicians closer to the maximum
four percent possible positive payment adjustment.
70–100 points: This group is eligible for the exceptional performance bonus, which will use additional funds to boost
positive payment adjustments for top performers.

These thresholds will change in subsequent years, but during the 2017 transition year, the QPP provides a large range of
positive payment adjustments for enrollees who earn between four and 100 points.
(Continued on page 22)
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The sliding scale for payment adjustments will depend on several factors, ranging from the available money retained in
negative payment adjustments to the scores of participating clinicians. CMS will take scores in the 4-100 range and
apply an adjustment factor that takes these factors into account. For those scoring in the exceptional performance
range of 70-100 points, additional funds are available for a minimum 0.5 percent performance bonus, possibly scaling as
high as a 10 percent bonus.
Four Performance Categories
In order to earn points, ECs can choose to participate in MIPS's four performance categories: Quality, Improvement
Activities, Advancing Care Information and Cost. The amount that each category contributes to the MIPS final score
will change over time, but in 2017, Quality comprises 60 percent of the MIPS score, Improvement Activities 15 percent,
Advancing Care Information 25 percent and Cost zero percent (to ease the transition to MIPS). The methods to earn
points in each category are unique:
•

•

•

•

Quality (60 percent): the Quality category is
scored by reporting on six quality measures for the
full reporting period. For at least half of the
episodes in the reporting period, ECs need to
record their performance. (In future years, this
reporting rate will increase.) This category is the
successor to the Physician Quality Reporting
System (PQRS).
Improvement Activities (15 percent): Reporting
Improvement Activities requires selecting
activities from CMS’s list, which contains over 90
options. Each activity is either a high or medium
"weight," and ECs will need to attest to CMS some
combination of four mediums, two highs or one
high and two mediums. Some groups can earn
double points, reducing the number of activities they need to attest to for full credit.
Advancing Care Information (25 percent): To participate in this category, ECs or groups must complete four or five
base requirements with a 2014 or 2015 certified electronic health record (EHR), respectively. ECs may then score
additional performance and bonus points. Advancing Care Information’s component measures will be familiar to
those who have participated in the Meaningful Use or EHR incentive programs, but Advancing Care Information's
modular scoring and greater flexibility are different from those programs.
Cost (0 percent): The Cost category measures resource use and is the only category that does not require ECs to
report anything. In 2017, CMS will calculate Cost scores from submitted claims. CMS will give ECs feedback through
the Quality and Resource Use Reports (QRURs), which were previously used as individualized feedback for the valuebased modifier (VBM). (Aligned with the quality reporting components of the PQRS, the VBM provides payment to a
physician or group under the Physician Fee Schedule based on the quality of care delivered during a performance
period.)

CMS intends to adjust the score weights and nature of these categories every year to adapt to providers’ changing
performance. In 2017, the transition year, CMS has tried to make scoring points as achievable as possible by weighting
the categories toward familiar activities (such as quality reporting). CMS has also tried to provide accommodations for
non-patient facing and hospital-based providers and providers in rural or small settings. Finally, for 2017 only, providers
only need to participate for 90 days to be eligible to score in the 4-100 point range. Earning a positive payment
adjustment for 2019 is achievable, with the right registry, EHR and management approach and as long as the EC is
registered and begins collecting data by October 1, 2017.
(Continued on page 23)
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Most category scoring has a direct relationship between a provider or group's performance and the score earned. For
instance, Improvement Activity scoring is based on a simple attestation: if you perform the activity, you have earned the
points. However, the Cost category (in future years) and the Quality category both have competitive or relative scoring
methods. In 2017, the Quality category's performance scoring method is important for ECs and groups to fully
understand, since Quality makes up fully 60 percent of the final MIPS score. The category's performance scoring system
is based on benchmarks derived from previous years' performance data.
In the Quality category, the scale for scoring points varies by measure because each measure has its own benchmark.
An individual quality measure has a scoring potential of 0-10 points. To assign points, CMS looks at historical
performance on that quality measure to establish benchmarks. The top 10 percent of a benchmark will earn 9-10
points; the next 10 percent will earn 8-9 points, and so on. This decile scoring system means that it is possible to
perform 95 percent on a quality measure, but if that is only "average" for the measure (the middle 50 percent of people
reporting that measure had 95 percent performance), then CMS will award only five points for a 95 percent score. Think
of this as the equivalent of "grading on a curve." For measures with very high historical performance, performance rates
are so high that only perfect performance can earn the full points, and even 99 percent performance may only equate to
four or five points (CMS refers to these as "topped out" measures).
Optimizing Scoring Potential
While the Quality category has high standards for benchmarked measures, nearly half of all quality measures do not
have benchmarks. For quality measures without a benchmark, CMS has established a "floor" of three points (out of 10)
for measure scores. This means that, in 2017, it is possible that providers selecting measures applicable to their practice
may have no applicable measures with benchmarks. If no submitted measures have benchmarks, a provider's Quality
category score will be 18 out of 60 points. CMS will be working to benchmark measures for future years, but in this
transition year, many quality measures will only have a three point (out of 10) scoring potential. To review this year's
benchmarks, visit the QPP site's education page to download the Quality benchmarks.
QPP Education Page: https://qpp.cms.gov/resources/education
Quality Benchmarks: https://qpp.cms.gov/docs/QPP_Quality_Benchmarks_Overview.zip
Specialists wishing to maximize their Quality performance score have some options to increase their Quality category
scoring potential. First, they should work with a specialty registry to help select measures applicable to their practice
and take care to consider measures with benchmarks. Secondly, providers should consider submitting as many outcome
and patient experience measures as possible. Although capped at 10 percent, ECs can even submit additional measures
past the required six measures to earn the bonus points for supporting high priority measures.
The Quality category reveals CMS's general MIPS strategy. The MIPS scoring system is designed to reward ECs who are
deliberate in strategizing about how to improve patient care over time. Providers who seek high priority measures
focused on patient outcomes and experience will earn higher scores. By incentivizing these activities, CMS hopes to help
providers improve their care.
For the overall MIPS score, CMS has set the performance threshold at only three points for the QPP’s transition year.
They will raise the minimum next year (increasing the number of ECs who will receive a negative payment). In
subsequent years—2019 and beyond—the performance threshold will be the mean or median score, as required by
MACRA. Ultimately, a higher minimum performance threshold will mean larger rewards for good performance and
deeper negative payment adjustments in the coming years. The best way for ECs to prepare is to start participating
now, and to develop a meaningful strategy to ensure the highest quality care.
Shawn Mole is a Director of Product Management for Plexus Technology Group. In his role, he is responsible for understanding the workflow and
regulatory needs of clients using Anesthesia Touch™, Pharmacy Touch™, the ABC/MiraMed Qualified Clinical Data Registry and the supporting suite
of products and services. Mr. Mole has over 15 years of experience designing software and consulting on software solutions across domains from
healthcare to publishing. He has an MA in English with an emphasis in technical writing from Virginia Polytechnic Institute and State University. He
can be reached at smole@plexustg.com.
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