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DRG Valida on - A New Approach to Combat Audits

To Our Healthcare Clients and Friends:
Recovery Audits (RAs) ordered by the Centers for Medicare and Medicaid Services (CMS) have increased over the last
few years, with the goal of enforcing coding quality and compliance with payor requirements. Typically, the result of
an external audit is revenue recoupment, as the RAs focus on cases at risk for overpayments. However, the opposite
outcome is also possible and actually very common when internal audits are performed: underpayments. According
to HFMA, there is a 3-5% average leakage rate for coding and charge capture, which correlates to millions of dollars
of lost reimbursement for the average hospital facility on an annual basis. In this edi on of Revint Insights, we will
provide insight into the common challenges facing hospitals with proper coding and documenta on, and highlight how
technology can assist with the iden ﬁca on of lost revenue due to under coding claims.
BACKGROUND
While the industry standard set by AHIMA for coding and clinical documenta on is 95% accuracy, many
hospitals struggle to achieve this mark consistently. With the challenges of accurate coding prac ces, coding audits and
reviews from both RAs and commercial plans have increased signiﬁcantly over the last 5 years.
The increase of audit ac vity puts a strain on hospital resources and has put an increased focus on coding
accuracy. This increased focus has transpired into added pressure on hospitals to protect themselves. As a
result, coders may act overly conserva ve in their coding, which could lead to under-coding. In an eﬀort to
ensure coding accuracy, many hospitals have implemented internal coding quality audits in an cipa on of external
auditor scru ny. Coders then receive individual feedback based on these audits and are asked to make the appropriate
changes moving forward. This can lead to incen ve or reinforcement to under-code as well.
In addi on, the adop on of electronic health records (EMRs) and the progression to ICD-10 is another major trend that
has an impact on these audits. With these technological advancements, the volume of informa on captured digitally surrounding hospital services has dras cally increased. For example, the number of diagnosis and procedure codes
exploded from 20,000 codes in ICD-9 to almost 160,000 codes in ICD-10. The ques on is though, does more informa on
improve quality or accuracy of documenta on and coding?
To proac vely address these issues, most hospitals implement programs such as Clinical Documenta on
Improvement (CDI) ini a ves, internal coding quality audits, and Computer Assisted Coding (CAC) tools to help manage
the massive amounts of data and increase staﬀ produc vity. Some hospitals take it a step further and u lize technology
to iden fy anomalies and gaps in quality and/or missing charges. However, inpa ent
services are not typically a focus in this arena due to the nature of DRG reimbursement. Simply put, the
addi on or capture of missing charges on an inpa ent stay has historically had li le or no impact on the net revenue
reimbursed by the payer.
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CHALLENGES
Given the shi in reimbursement structures and an increased dependence on the DRG in both government-based programs and
commercial agreements for reimbursement purposes, coding and charging for all services and procedures performed is cri cal
for fair reimbursement.
While there is increased focus within the revenue cycle on accuracy in coding and clinical documenta on for inpa ent stays,
there are s ll a host of challenges that many hospitals face.
• Under-coding: The constant pressure from internal and external audits forces coders to be more conserva ve. This
means that hospitals may be assigning the wrong DRG and not capturing the most accurate and comprehensive DRG
reimbursement.
• DNFB/Suspense: Every hospital has goals to get bills out the door quickly and not hold claims up due to lack of coding
or documenta on. This pressure forces staﬀ to work quickly and shoot for maximum eﬃciency, but not always quality.
• Resources: Most hospitals u lize CDI resources to assist with documenta on but may have gaps in coverage on nights
and weekends. In addi on, every coding group deals with PTO, FMLA, new staﬀ training and other changes that lead to
inconsistent results.
• Produc vity: Most hospitals enforce produc vity standards for how many charts are coded per day or hour, which can
be at odds with quality.
• Documenta on: Hospitals are at the mercy of their physicians, nurses, and physician assistants to document
accurately. CDI programs can provide guidance and spot one-oﬀ situa ons, but these programs can never cover 100%
of cases.
• Industry Changes: Besides the shi from ICD-9 to ICD-10, there are always updates to documenta on and coding
guidelines. The industry con nues to shi and it is diﬃcult to keep up.
• Technology Challenges: Most technology solu ons do not capture the detailed charge informa on that is not included
on a payer claim and is more arduous to obtain. This can leave technology pla orms blind to a large por on of
informa on that is crucial to iden fying DRG shi s.
INSIGHTS
CDI teams, documenta on priori za on tools, CACs and other so ware tools can accomplish part of the overarching goal of
improving accuracy, but how can we be sure there is nothing slipping through the cracks?
The answer lies in having a safety net that can review inpa ent visits and ﬁnd the one-oﬀ scenarios that are missed somewhere
along the assembly line. This approach allows staﬀ to perform their du es with a conﬁdence that there is a ‘spell-check’ like
func onality helping review their work.
From our experience, we’ve seen hospitals that have CDI ini a ves and coding auditor processes in place s ll ﬁnd millions of
dollars of addi onal reimbursement from performing DRG valida on audits. We’ve found that CDI programs cannot review 100%
of all inpa ent charts and coding audits are usually focused reviews into speciﬁc problem areas. These processes inevitably leave
room for opportuni es to fall through the cracks.
The safety net should review the coding and documenta on a er all upstream processes are complete and validate the
appropriate DRG assignment. Hospitals may choose to use internal staﬀ or contract with an outside vendor to perform DRG
valida on services. DRG valida on can be done pre-bill (a er coding is complete, but before the claim is billed) or post-bill (a er
the inpa ent claim has been paid).
However, while there might be some clinical audit experts who could look at ICD-9 codes and intui vely know where to look to
ﬁnd opportuni es, that is just not the case with ICD-10. The number of codes is too great for manual audits to keep up and scale
across the organiza on. Technology is needed to si through the massive amount of data and help iden fy issues beyond the
standard CDI and coding audits.
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INSIGHTS
For example, hospitals can create a report that compares coded, billed and paid DRGs. The report can be automated and
con nually iden fy excep ons when comparing the coder-assigned DRG with the claim and electronic remi ance advice (ERA)
data sets. Any discrepancies can then be audited to determine the cause and ac on can be taken to prevent future
discrepancies.
Another op on is to dive into the detailed charge data set to help pinpoint DRG shi opportuni es. Charge level data has o en
been ignored in the inpa ent realm, due to the DRG reimbursement methodology. However, charge data can provide small hints
and sugges ons that, when compared to the exis ng procedure and diagnosis codes, can lead to an opportunity to shi a DRG to
a higher weight (i.e. complica on or comorbidity (CC) or major complica on or comorbidity (MCC)). No ma er how the DRG

valida on is performed, the results should be compared over me and the root cause iden ﬁed to prevent future
errors. The addi onal eﬀort spent up front to double check the DRG assignment and ensure accuracy will help
proac vely avoid penal es down the line from RA audits.
Opportuni es for improvements iden ﬁed may be ed to various root causes:
• Coding educa on (i.e., following coding guidelines)
• Physician documenta on (i.e., opportuni es to query the physician for more speciﬁcity)
• Process improvement (i.e., ﬁnal coding without a discharge summary)
• EMR conﬁgura on (i.e., modifying templates)
• System related issues (i.e., the ﬂow of data between the coding and billing systems)
Finally, it is important to remember that DRG valida on audits may provide insight into what is working well. HIM
leadership needs to recognize those achievements and ensure they are rewarded and repeated.
SUMMARY

When it comes to DRG and clinical valida on, hospitals should not wait for an audit to penalize them for internal issues or
broken processes. Hospitals should be proac ve and build processes that ensure the accuracy of their coded data and
suppor ng documenta on. In fact, an increased focus on coding and documenta on quality will be er posi on and prepare for
third party audits. Best prac ce is to have not only internal valida on processes, but external reviews backed by advanced logic
and rules to ﬂag high risk cases. Furthermore, payors have invested in technology and crea ve contrac ng in order to challenge
proper coding prac ces. It is important for our clients to establish a process of valida ng coding and address all poten al issues
prior to third party audits. Even the best prac ces can fall short and Revint Solu ons is proud to assist our clients in achieving
best prac ces with coding and compliance to ensure proper reimbursement.
We are pleased to provide this informa on to you, should you have any ques ons or require assistance, please contact me at
847.208.7926.
Truly Yours,
Ryan Feldt
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RESULTS

We provide a full suite of reimbursement services to over 1,600 healthcare organiza ons
in the U.S. and help recover over $375 million of underpaid or uniden ﬁed revenue for
our clients annually across 48 states
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We employ 350+ employees with over 20 years of healthcare experience to bring the
best of cu ng-edge analy cal tools to the revenue integrity space
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We oﬀer the most value in every engagement by expanding our capabili es to support
your en re revenue cycle management process

RESULTS | EXPERIENCE | VALUE
484.840.1984 // INFO@REVINTSOLUTIONS.COM

