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Agenda

• Introduction

• Background

• ICD-10 and Denials
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How do you get your denials today?

• How does your payer communicate with 

you?

• Standard data set ANSI 835

• Powerful and complex
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ANSI 835 Basics

• Provides information as to why you were paid what you were 
paid

• If you were not paid in full or what you were expecting to be 
paid, there should be an explanation as to why

• Used to communicate the results of your claim to your 
accounts receivable (A/R) system

• It should tell you the reason for adjustments

- Contractual (Fee schedule etc.)

- Benefit limits 

- Patient responsibility
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ANSI 835 Basics

• How is information communicated?

- A long string of asterisk-delimited characters 

• What are you looking for in that data?

- Payments/Adjustment/Remarks

• Remittance Advice Remark Codes (RARC)

- 777 930

• Claim Adjustment Reason Codes (CARC)

- 233 298

- Used at the claim and the service level
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Definitions… what is a denial

• Multiple Definitions 

• So organizations use the CARC

• HFMA

- Zero Pay Denial

- Partial Pay Denial

• Others?
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Definitions… what is a denial

Zero Pay Denial =

• A payer transaction (ANSI 835) which has zero in payer payment (CLP 

04) and patient responsibility (CLP05) 

• When the balance of a Claim Group TM nets to, or is less than, zero

Partial Pay Denial = A status indicator of “4” (“denial")

Claim Group =

• Because the same claim can have different claim numbers and each 

claim number can have many payments and reversals associated with 

it, we look at them all together as a Claim Group

• These Claim Groups are like a family and sometimes they have a lot of 

children!
Page 

6



HFMA MAP KEYS

Initial Denial Rate – Zero Pay

• Purpose: Trending indicator of % claims not paid

• Value: Indicates provider’s ability to comply with 

payer requirements and payer’s ability to 

accurately pay the claim

• Equation:     Number of zero paid claims denied

Number of total claims remitted

• Target: ≤ 4.0%

Notice the 

CARC or 

RARC is not in 

this calculation.

Do you have 

Medicare 

Managed Care 

“shadow claims”?
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HFMA MAP KEYS

Initial Denial Rate – Partial Pay

• Purpose: Trending indicator of % claims partially 

paid

• Value: Indicates provider’s ability to comply with 

payer requirements and payer’s ability to accurately 

pay the claim

• Equation:     Number of partially paid claims denied

Number of total claims remitted

How do you 

identify a partial 

pay?

At AppRev we 

look for a 

Claims Status 

Code of “4” 

with an 

allowable 

amount. 
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HFMA MAP KEYS

Denials Overturned on Appeal

• Purpose: Trending indicator of hospital’s success in 

managing the appeal process

• Value: Indicates opportunities for payer and provider 

process improvement and improves cash flow

• Equation: 

Number of appealed claims paid

Total number of claims appealed and finalized or closed

• Target: 40.0 – 60.0%

At AppRev we 

look for a remit 

that previously 

qualified as a 

zero/partial  

payment that had 

a subsequent 

remit with an 

additional 

payment.
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Using Denial Classification

Reason''

16*Missing'Info'
18–Duplicate'

Service'
22*Covered'by'
another'payer'

Reason'Category'(examples)'

Eligibility' Coding'' Billing'

Denial'Class'

Technical' Clinical'
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ICD -10 and Denials 

• “If ICD-10 implementation is going to double the 

typical rate of denials then you better cut them in 

half now”

• What are your denial rates now?

• Do you track by:

- Issue?

- Payer?

- Dollars?
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ICD -10 and Denials 

• Do you know which payers will use ICD-10 on October 1st, 

2015?

- How are you investigating?

- Are we sharing results? 

• Contractual terms driven by ICD-9 diagnosis or procedure 

codes

• Authorizations

- Do you have authorizations that are now ICD-9 but when you bill them 

in ICD-10 
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Developing an ICD-10 Denial Plan

• Analyze the behavior of each payer for variables that are 

currently impacted by ICD-9

• “If it doesn't matter in 9, it won’t matter in 10”  - Seth Avery

• Inpatient and Outpatient may be very different 

• Develop a flowchart for each payer and you can weed out 

the ones to ignore 

• Once you figure out what matters in 9 you know your risk 

for 10
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Developing an ICD-10 Denial Plan

Inpatient

• How are you reimbursed?

- MS-DRG/APR-DRG, Case rate, % of charge?

- Under a DRG system there is direct impact outside of 

denials

- Device/drug carve outs?

• Medical necessity

- ICD-9?
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Developing an ICD-10 Denial Plan

Outpatient

• Medical Necessity 

- Medical Necessity 

- Medical Necessity

• Specific contract language

- Cardiac  devices and other devices may require 

specific ICD-9s

o Have you identified their replacement in 10?
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Managing the transition

• Pre-authorizations

- Do you have pre-authorizations in 9?  Will they 

turn into pumpkins on October 1st ( you pick the 

year)

- What data do you use in 9 to track performance 

and identify issues?
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RSF Denials Background

• We measure two types of denials:

- Initial Denials – all denials received via an 835 file or hard copy EOB.

- Final Denials – denials that we are unable to appeal or lost the appeal.

• Volume and Value (2014):

- Initial Denials – 59,500 denials totaling $277M

- Final Denials – 12,500 denials totaling $9M

o Medical Necessity: 30.8% of value

o No Authorization:  21.2% of value

o Documentation Does Not Support:  15.4% of value
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Denials and ICD-10:  Why is it Important?

• CMS estimates that in the early stages of ICD-10 implementation, denial 

rates will rise be 10 – 200%.

- RSF had >$9.3M in final denials in 2014, with a cash value of approximately $3M.

- If denials increase 100%, we have the potential to lose more than $6M.

• Claim error rates are estimated to double with ICD-10.

- According to our MAP keys, RSF has a clean claim rate of 72.2%.

- If this estimate is correct, more than half of our claims will not make it through the 

scrubber.
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Denials Management Program

• FIRST…  If you don’t have a robust Denials Management Program in 

place – do it!

• Your Denials Management Program should include (at a minimum):

- Cross functional denials management committee

- Detailed and robust reporting to a root cause level

- Alignment of staff and leadership incentives

- Workflow technology

- Leverage physician champion to assist with physician documentation and 

communication

- Ensure structure to the program

- Determine the structure that works for your organization!
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Denials Management Program - Charter

Initiative Date Submitted 12/15/2014

Description of 
Opportunity

Scope & 
Boundaries

Name

Jacklyn Carter

Anita Agbonhese

Janel Crotty

Lila Elshazly

Ellen Manus

Connie Small

12/15/2014

Last weekday of 

month

2nd Wednesday 

of Month

3rd Week of 

each Quarter

2nd Thursday of 

Month

Target Actual

10% reduction 6 mo

10% reduction 6 mo

 

Date

Project Manager Jacklyn M. Carter

Executive Sponsor Julie Graudin

Quality Sponsor Suha Malhi

3  Technology-system limits and inabilit ies.

5  Understaffed

  -  The Revenue Cycle Improvement department will complete a monthly analysis of No Authorization Final 

denials greater than or equal to $4,000 (or lower the threshold to get a significant sample size) and send to 

the denials management team and steering committee (Julie Graudin, Bobbie Maner, Kim Sheldon, Diane 

Story)  by the last weekday of the month. 

 -High Level Review at Revenue Cycle Workgroup 2nd Thursday of Month.

Coord Pre-Services Scheduling

Financial Counseling

Scheduling

RCI Analyst

Dir Pre-Services

2 Outstanding FTE's.

Key Milestones End Date Work Product

Risks to meeting this initiative

   4  Volume--need to flex staff.

Success 
Criteria/ 
Metrics

Charter, Work Plan

Detailed Analyses by rootcause

Update Work Plan/Action Items

Engage Team Members

Workgroup Meeting

Stakeholder 
Review

      Acceptance Signature

Steering Committee Meeting

Metric

Action Plan
No Authorization Denial Analysis

Risks

1  Competing priorities.

High Level Issues and Action Plan

Supv Patient In-take

Schedulinig

Title

Coord Pre-Services

No Authorization Denials

Initiative 
Team

Department

Revenue Cycle Improvement

Scheduling

Reduce No Authorization Denials

Coord Pre-Services

The scope of this charter includes No Authorization Final Denials >$4,000 with dates of service on or after 

January 1, 2014.  

Deliverables

An opportunity exists to reduce No Authorization Denials.   

  -   The Denials Management team will meet to review the detailed analysis,  update the work plan and 

address any new issues by the 2nd Wednesday of the following month. The work plan is due to the steering 

committee at completion of this meeting. 

 -Review of work plan results with steering committee 3rd week of each quarter. 

No Authorization Final Denial Baseline volume 117 accts/mo

No Authorizaton Initial Denial Baseline volume 230 accts/mo

High Level Review at Revenue Cycle Workgroup
High Level Issues and Action Plan

An opportunity exists to reduce No Authorization Denials.

- The Denials Management team will meet to review the detailed 

analysis,  update the work plan and address any new issues by the 2nd 

Wednesday of the following month. The work plan is due to the Steering 

Committee at completion of this meeting.

- Review of work plan results with steering committee 3rd week of each 

quarter.

- High Level Review at Revenue Cycle Workgroup 2nd Thursday of 

Month.

10% reduction in initial and final denials.

Measurable 

Targets

Recognize the Risks and Barriers to 

success.
Risk Mitigation
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ICD-10 Project Management

• Make denials a key part of your ICD-10 readiness planning.

► Assess, redesign and achieve results:

Ensure critical tasks are completed according to plan for each Workstream Identify and mitigate implementation issues and risks

Communicate issues and barriers to the ICD-10 Implementation Committee Implement technology, redesigned processes, communications and training

Lead and facilitate initiatives as it relates to the Workstream

Training 

(employee and 

physician)

Medical 

Documentation 

(CDI)

HIM 

Enablement

IT Remediation 

& Vendor 

Management

Payer 

Management

Denials 

Management

Communication 

& Change 

Management

Reference 

Guide 

Valuation

RSF ICD-10 Workstreams:
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ICD-10 Project Management - Workplan

Denials Workstream Workplan Milestones (Major)

• Complete denial analytics baseline metrics 

• Evaluate and remediate gaps as required 

• Implement remaining payors on 835 

• Establish a flexible staffing model to prepare for an increase in total denials volume 

• Establish a team to accelerate cash primarily by working denied accounts 

• Analyze resolution rate by Remittance Advice Code to determine how to prioritize follow-up 

• Actively communicate all denial activity to key process owners 

• Track denial benchmarks

• Develop a dashboard to track the top denials impacted by ICD-10

• Align targets with staff incentives and organization of the denials program 

• Create a cross-functional denials management committee that meets bi-weekly

• Evaluate denial experience as a result of end-to-end testing 

• Evaluate results and monitor progress (weekly) 

• Gather feedback (quarterly) 

• Update denials management strategy and plan, as needed (monthly) 
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ICD-10 Project Management - Scorecard

• Create an ICD-10 Scorecard that includes denials:

# Systems ICD-10 Compliant % Coders Meeting Productivity 

Goal

Cash as a Percent of Net 

Revenue

# Reports Remitted/ICD-10 

Compliant

Coding Quality- Inpatient Days Discharged Not Coded / 

Billed

# Interfaces and Data Extracts 

Compliant

Initial Denial Percent  -

Hospital

% Patients Reviewed by CDI

# Payors completed end-to-end 

testing

Initial Medical Necessity –

Hospital

Physician Response Rate to 

Queries (CDI)

Gross Days in Accounts 

Receivable

Initial Non Covered - Hospital % Accuracy Between Working 

and Final DRG

Payments Received > 90 Days 

from Submission

Initial No Authorization -

Hospital

% Guides  for Coverage 

Determination

Percent Clean Claims Initial Denial Percent -

Physician Partners

% Training Level Deadline Met
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Understand Your Denials!!

• What is your denial experience for the denials that 

are expected to be most impacted by ICD-10?

- 39% of our denials are estimated to be impacted by 

ICD-10.

- Potential cash impact of $35M.
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Understand Your Denials!!

Workflow, $31,205 , 5%

Incorrect CPT 
Codes, 

$57,340 , 9%

Peer to Peer Interview, 
$13,306 , 2%

PHT, $61,408 , 10%

Stated "No Precert 
Required", $81,391 

, 14%

Wellcare, $28,494 , 5%

No Precert Obtained, 
$249,210 , 42%

Other, $75,443 , 
13%

Workflow

Incorrect CPT Codes

Peer to Peer Interview

PHT

Stated "No Precert Required"

Wellcare

No Precert Obtained

Other

• Complete a detailed denial analysis of your key denials (“deep dive”).
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Understand Your Denials!!

• Complete a root cause analysis.
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Understand Your Denials!!

Denial Type Issue Action Plan Responsible Status Date Reported
Completion 

Date

No 

Authorization

Pre-cert obtained for the incorrect 

CPT/HCPCS Code

Create an exception report that shows the 

Authorized codes and the actual codes by Louise's 

group.  If an exception, this is fed back to pre-

services to update authorization prior to bill 

dropping.  If denials continue feed this information 

back to managed care for contract negotiations.  

Jackie

12.17.14 Wrote to Susan Tilman about using a 

field in STAR to store the CPT code authorized.  

12.16.14  Asked Anita for an IT contact for her 

area to identify if we can add a field in STAR 

that would capture the authorized CPT code.  

12/16/2014

No 

Authorization

Pre-cert obtained for the incorrect 

CPT/HCPCS Code

Develop a process to pass CPT/HCPCS code from 

scheduling work list to pre-services.
Jackie

12.15.14  Per Suha, General Surgery order 

forms to include CPT codes but this is not 

required.    12.3.14 I spoke to Suzanne Frizelle 

and she commented that they don't receive 

CPT/HCPCS codes often (less than 50% of the 

time).  She commented that the new standard 

orders sent out to the offices don't have a field 

for this information and when she reached out 

to offices they commented that it wasn't their 

responsibility and that they didn't know this 

information at hte time of scheduling. 

11/14/2014

No 

Authorization
Out of network with wellcare 210009

Build Alert for pre-services to note that ALL services 

require prior authoriztaion. 
Doug

12.16.14  delte rule once we are in network 

with Wellcare.  11.19.14  Jackie sent request to 

Doug Lind. Doug activated AhiQa rule to alert 

staff that we are out of network with 210009 

and that ALL procedures require prior 

authorization.  Alert written for IV, Pre reg, and 

practice works team.   Per Doug Access will not 

see this rule. 

11/14/2014 11/19/2014

No 

Authorization

Obtaining subsequent authorizations 

for Physical Therapy Patients 

Identify a tracking mechanism to know when an 

authorization is required for subsequent visits. 
Jackie

12.15.14  Jackie to pull annualized denial 

report to share when we meet with 

department early next year. 

11/14/2014
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Understand Your Denials!!

$0

$200,000

$400,000

$600,000

$800,000

$1,000,000

$1,200,000

$1,400,000

Claim Data /
Billing Error

Not Medically
Necessary

Account
Requires Rebill

Auth / Pre-Cert
Not Obtained

COB / Other
Insurance
Primary

Avoidable Denials Monthly Average
January – December 2014

Monthly Average

• Identify avoidable denials and develop an action plan to 

minimize/prevent.
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Complete a Staffing Analysis

• How will you manage increased volume?
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What About Medical Necessity?

• Review your medical necessity process:

- Started by identifying all areas within the hospitals and physician practices that 

used cheat sheets.

- Visited the sites to determine why and how cheat sheets were used.

- Identified departments that were using cheat sheets to locate diagnosis codes, 

and inputting them into the system, even though they did not have any limited 

coverage tests or were obtaining ABNs.

- Conducted time study on our Coding Hotline.

- Worked backward from the medical necessity adjustment codes to determine the 

highest priority departments:

o Radiology – 40.6%

o Laboratory – 17.0%

o HBO – 11.2%

o OR – 8.9%

o Cardiac Rehab – 7.3%
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What About Medical Necessity?

Physician 

determines 

Radiology service 

is required

Radiology Order Process – Ideal State (Scheduled Procedures Only)

Is the physician 

on eCW?

Place order in 

eCW.  Order 

includes all 

required  data

Document an 

order on a 

standard order 

form with all 

required data

Yes

Physician office 

faxes order to a 

scheduling email 

address

Scheduling prints 

order

Schedule 

procedure using 

new patient type

eCW order 

appears in 

Scheduling work 

queue

No

Does 

Scheduling 

have an order?

Check off “Order 

Received” in PHS

Do no check off 

“Order Received” 

in PHS

YesNo

Scan order into 

HPF
Is order 

received?
Yes

Radiology to run 

report out of PHS 

to identify all 

accounts without 

an order (24-48 

prior to DOS)

Is an order 

received X 

days prior to 

service?

Cancel 

Procedure?

No

Yes

No

Does patient 

have 

Medicare?

Is it a limited 

coverage test?

Yes

C1

End Process

End Process

No

No

Yes

Radiology contacts 

MD office to 

request order

• Flow out the current and ideal state processes.

• Do you receive orders timely?

• When will medical necessity checking occur?

• Who is responsible for translating a written diagnosis on the 

order to an ICD-9 code to check for medical necessity?

• Who will upload all of the new ICD-10 codes into your medical 

necessity checker (when we finally receive the LCD/NCDs)?

Key features of our Future State:

• Orders for Medicare limited coverage tests will be coded by 

Coders.

• Accounts will be checked for medical necessity once the order is 

received and before the patient presents.

• Ordering physicians will be notified in advance if the diagnosis on 

their order does not meet medical necessity.

• Contact patients prior to presenting if they will have to sign an 

ABN and pay for their procedure.
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What Else Should You Do NOW?

• Secure a line of credit.

• Implement as many 835 files as possible.

• Work down denial worklists/queues to as low as possible.

- Conduct a Cash Acceleration Project

• Conduct a(nother) payor survey(s).  Inquire about:

- Questions about testing

- Trading partners between hospital clearinghouse and payor

- Reimburse based upon ICD-10 or GEM back to ICD-9

- Dual processing

- Additional resources for customer service calls

- When will they be ready to provide authorizations for ICD-10 procedures
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What Else Should You Do NOW?

• Establish a process for an “ICD-10 Stress Test Day” for 

CDIs, Coders, Medical Necessity, etc.

• Establish a process for a “war room” for the week 

surrounding ICD-10 transition

- Presence in Radiology, Registration, CDI, Coding Hotline, etc.

- Create process cheat sheets so staff know how to process the 

ICD-10 codes and where to go for a resource
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Discussion
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