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Hospitals Face Medical-Necessity Denials
Despite Getting Green Light From InterQual

Auditors for some Medicare Advantage plans are starting to deny inpatient claims
even though the cases meet InterQual admission screening criteria. The same situation
could unfold with recovery audit contractors (RACs) because CMS has said that meeting
InterQual criteria doesn’t guarantee the claim will be deemed medically necessary in
the eyes of Medicare.

An InterQual or Milliman medical-necessity imprimatur is seen as a reliable predic-
tor of Medicare claims approval, but if the sands shift, hospitals will have to redouble
efforts to make sure physician documentation tells the story of severity of illness and in-
tensity of services, experts say. It's not enough to state the existence of serious complica-
tions, for example; physicians must explain how the complications endanger the patient
unless he or she is admitted to the hospital.

This turn of events with the auditors for Medicare Advantage plans is a twist on the
problems experienced during the recovery audit contractor (RAC) demonstration, when
hospitals appealed claims that were denied because they did not satisfy InterQual or
Milliman. When that happens, hospitals can argue that admitting physicians had cred-
ible reasons for overriding screening criteria. This time around, “RAC-like” contractors
hired by some Medicare Advantage plans (e.g,, Humana) are doing the reverse: declar-
ing inpatient admissions medically unnecessary despite the InterQual green light.

This development does not sit well with a compliance official at one hospital that
just got its first denial from the Medicare Advantage plan’s RAC-like auditor, which
doubles as an actual RAC. “They don't care if it passed InterQual,” says the compliance
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CMS Delays Edits That Block Payment for
Services Ordered by MDs not in PECOS

CMS s delaying until Jan. 3, 2011, the implementation of edits that block payment for
services ordered or referred by physicians and nonphysician practitioners who are notin
CMS’s Internet-based enrollment system.

Ata Feb. 17 open-door forum on enrollment, Jim Bossenmeyer, director of CMS’s
Division of Provider and Supplier Enrollment in the Program Integrity Group, said
Medicare Change Request 6417 (Transmittal 510) would be postponed.

“This is fabulous. 'm so glad,” says Linda Sheaffer, director of patient financial ser-
vices at WellSpan Health in York, Pa. “It’s a claims processing nightmare for hospitals to
have claims rejected because doctors are not on PECOS.” Hospitals and practices have
much more time to enroll physicians who order or refer to their entities.

However, physicians and eligible nonphysician practitioners will continue to get
messages on their remittance advices reminding them to update their enrollment, which

is central to CMS's program integrity efforts, Bossenmeyer says.
continued
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If Change Request 6417 had taken effect in April as
planned, services payable under Part B would not have

been paid by Medicare if the ordering or referring physi-

cian were not in Medicare’s Provider Enrollment, Chain
and Ownership System (PECOS). Although PECOS, a

national software system, has had some implementation

glitches, it is designed to make enrollment uniform and

more efficient. PECOS includes providers’ names, unique
identifiers like Social Security numbers, and relationships

between providers (e.g., group practices or ownership).

CMS decided to delay the transmittal “in response to

concerns expressed by the physician and supplier com-

munity,” says Nashville attorney Claire Miley, with Bass,

Berry & Sims. “Many people stated that the actions of
their ordering physicians were beyond their control and
they needed to reach out and make sure all these physi-
cians were up to date in PECOS.”

Report on Medicare Compliance (ISSN: 1089-6872) is
published 45 times a year by Atlantic Information Services, Inc.,
1100 17th Street, NW, Suite 300, Washington, D.C. 20036,
202-775-9008, www.AlSHealth.com.

Copyright © 2010 by Atlantic Information Services, Inc. All rights reserved.
No part of this publication may be reproduced or transmitted by any means,
electronic or mechanical, including photocopy, FAX or electronic delivery
without the prior written permission of the publisher.

Report on Medicare Compliance is published with the understanding
that the publisher is not engaged in rendering legal, accounting or other
professional services. If legal advice or other expert assistance is required,
the services of a competent professional person should be sought.

Managing Editor, Nina Youngstrom; Associate Editor, Eve Collins;
Executive Editor, Jill Brown; Publisher, Richard Biehl; Marketing
Director, Donna Lawton; Fulfillment Manager, Gwen Arnold;
Production Coordinator, Darren Jensen.

Subscriptions to RMC include free e-mail delivery in addition to the
print copy. To sign up, call AIS at 800-521-4323. E-mail recipients
should whitelist aisalert@aispub.com to ensure delivery.

To order Report on Medicare Compliance:
(1) Call 1-800-521-4323 (major credit cards accepted), or
(2) Order online at www.AlSHealth.com, or

(3) Staple your business card to this form and mail it to:
AIS, 1100 17th St., NW, Suite 300, Wash., DC 20036.

Introductory Discount Price:
Payment Enclosed* 0 $468

Bill Me Q0 $498
*Make checks payable to Atlantic Information Services, Inc.
D.C. residents add 6% sales tax.
Subscribers to RMC are eligible to receive up to 12
Continuing Education Credits per year, which count toward
certification by the Compliance Certification Board. For more
information, contact CCB at 888-580-8373.

Call 800-521-4323 (or visit the Marketplace at www.AISHealth.
com) to order Report on Medicare Compliance on CD, a
searchable CD with all issues of the newsletter published from
January 2007 through December 2008. ($89 for subscribers;
$389 for non-subscribers.)

While the delay gives teaching hospitals a breather, it
will still be a big blow when the implementation date ar-
rives. Residents have a national provider identifier (NPI),
but there is no reason for them to enroll in Medicare —
and they shouldn’t have to enroll just to order or refer
services, says Ivy Baer, director and regulatory counsel for
the Assn. of American Medical Colleges.

Residents do alot of the ordering and referring in
teaching hospitals. And with Transmittal 510, if residents
don't enroll in PECOS, teaching hospitals can't get paid for
their services, Baer says. “We started asking CMS to delay
and fix this.”

Inresponse, CMS allowed the teaching physician’s
name to be substituted for the resident’s because teaching
physicians are enrolled in Medicare. But Baer says that’s
impractical, because “it’s hard to operationalize this. It’s
hard to make sure the attending physician’s NPlis in all
the right places” and there is a disconnect between the
paperwork and clinical sides. “I am certainly hoping that
between now and the due date, they will think through
the need for this and find a new solution,” Baer says.

According to Change Request 6417, the only provid-
ers who can order or refer services are doctors of medi-
cine and osteopathy, dentists and oral surgeons, certain
nonphysician practitioners, clinical psychologists, clinical
social workers, chiropractors, certified nurse midwives,
podiatrists and optometrists. Services reimbursed under
Part B are affected.

Contact Baer at ibaer@aamc.org. <

Call Nina Youngstrom at 800-521-4323 with story ideas for future issues.

CMS Issues Other Change Requests

CMS also delayed implementation of Change
Request 6421 until Jan. 3, 2011, according to Jim
Bossenmeyer, director of the Division of Provider
and Supplier Enrollment in the Program Integrity
Group. At that time, CMS is expected to go live with
edits that will block payment for durable medical
equipment, orthotics and prosthetics ordered by
physicians who are not enrolled in the Internet-
based Provider Enrollment, Chain and Ownership
System (PECOS). Also, the policy on compliance
standards for consignment closets (Change Request
6528) will be scrapped, and CMS in the next few
months will decide whether to re-issue it, he said.

To view change requests, go to AIS’s Government
Resources at the Compliance Channel at www.AISHealth.
com, and click on “CMS Program Transmittals/Change
Requests.
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