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Payment reform

Words on the street: Acronyms of PDPM
When the Centers for Medicare & Medicaid Services’ (CMS) new Patient Driven 
Payment Model (PDPM) goes into effect October 1, 2019, providers will have a few 
new acronyms to add to their dictionary, as well as some old ones that will have 
increased importance to quality care and reimbursement. The following list and 
words of advice from experts will help you prepare.

ARD—Assessment reference date
The assessment schedule under PDPM is more streamlined and simplified than 
the assessment schedule under RUG-IV. The assessment reference dates are 
listed in Table 1 for the different Medicare MDS assessment types.

Table 1. Assessment reference schedule under PDPM
Medicare MDS  
assessment type

Assessment  
reference date

Applicable standard Medicare  
payment days

Five-day schedule  
PPS assessment

Days 1-8 All covered Part A days until Part A discharge  
(unless an IPA is completed)

Interim payment  
assessment (IPA)

Optional assessment ARD of the assessment through Part A discharge  
(unless another IPA assessment is completed)

PPS discharge  
assessment

PPS discharge: Equal to the end 
date of the most recent Medicare 
stay (A2400C) or end date

N/A

Source: www.longtermcarebillers.com/content/slide-presentation-cms-pdpm-call-dec-11-2018

“Right now, under RUG-IV, each of the seven-day look-back periods determine 
what the facility will be paid going forward (hence the name PROSPECTIVE 
payment system). Who came up with that? Why are we getting paid for what 
happened three weeks ago? As a result of that, there were abuses (dropping the 
therapy to nearly nothing between assessments) and subsequent new rules (required 
to do a change of therapy assessment),” says Jean Wendland Porter, PT, CCI, 
WCC, CKTP, CDP, TWD, regional director of therapy operations for Diversified 
Health Partners. “With PDPM, there will be fewer assessments, they won’t depend 
on the amount of therapy minutes, and they’ll count therapy days/minutes at the end 
of the episode to determine how to pay. This makes more sense.”

BIMS—Brief interview for mental status

The BIMS is a required screening tool used in nursing homes to assess 
cognition. Under PDPM, a patient’s cognitive status is assessed in exactly the 
same way as under RUG-IV (i.e., via the BIMS or staff assessment). Scoring 



HCPRO.COM

2 |PROPELLong-Term Care Journal January 2019

© 2019 HCPro, a Simplify Compliance brand.  
For permission to reproduce part or all of this newsletter for external distribution or use in educational packets, contact the Copyright Clearance Center at copyright.com or 978-750-8400.

PLTCJ LEADERSHIP

CHIEF PROPELLONG-TERM CARE EXPERTS

EXPERT ADVISORS 
Deborah Collum, MS
Director of Billing
Covenant Retirement Communities 
Skokie, Illinois

Lisa Chubb, MSN, RN, RAC-CT, WCC, 
CMAC, CRN-C
VP of Medical Services
Independent Adult Day Care Centers
Indianapolis, Indianna

Meridath Death
Revenue Cycle Consultant
The Wright Group Consulting 
Roanoke, Virginia

Renee Kinder, MS, CCC-SLP, RAC-CT 
Director of Clinical Education 
Encore Rehabilitation
Louisville, Kentucky

Steven B. Littlehale, MS, GCNS-BC 
Executive Vice President
Chief Clinical Officer 
PointRight, Inc. 
Cambridge, Massachusetts

Jennifer Matoushek, MBA/HCM, CPC
Senior Consultant
LW Consulting, Inc.
Harrisburg, Pennsylvania

Maureen McCarthy, BS, RN, RAC-MT
President/CEO
Celtic Consulting, LLC 
Torrington, Connecticut

Mark McDavid, OTR, RAC-CT
Founder
Seagrove Rehab Partners
Santa Rosa Beach, Florida

Reta A. Underwood, ADC
President
Consultants for Long Term Care, Inc. 
La Grange, Kentucky

Becky Ziviski, CPA, LNHA, Author
CEO
Profit Without Census
Swanton, Ohio

Mary-Jo Wilson
Billing Consultant
SNF Solutions
Portland, Oregon

PLTCJ is a monthly publication exclusively for members of PROPELLong-Term Care. To learn more about the growing PROPELAdvisory Services family,  
visit www.hcmarketplace.com/advisory-services or email Advisory Services Manager Delaney Rebernik at drebernik@hcpro.com.   

Delaney Rebernik
Advisory Services Manager
drebernik@hcpro.com 

Adrienne Trivers 
Product Director 

Brianna Shipley
Director, Content, Billers’ Association for Long-Term 
Care

Stefanie Corbett, DHA
Postacute Regulatory Specialist 
HCPro
Middleton, Massachusetts

Frosini Rubertino, RN, CPRA, CDONA/LTC
Executive Director
Training in Motion, LLC
Bella Vista, Arkansas

the patient’s cognitive status, for purposes of classifica-
tion, is based on the Cognitive Function Scale (CFS), 
which is able to provide consistent scoring across the 
BIMS and staff assessment. 

“The BIMS will be more extensive and may require the 
skills of a speech-language pathologist to perform. Right 
now they’re typically done by the MDS nurse. Because of 
the questions that will be required, and the new items on 
the MDS (i.e., Section C: Cognitive Patterns), to include 
temporal orientation (What year is it? What month is it? 
What day is it?) and recall, speech therapists will be more 
important than ever for Medicare patients, and their 
utilization may increase,” says Wendland Porter.

It’s worth noting that “even if your facility is receiving 
the maximum amount of reimbursement under the 
speech-language pathology (SLP) case-mix component, 
you can receive up to $92 a day. Under the physical 
therapy (PT) and occupational therapy (OT) compo-
nent, however, you could yield up to $200 a day,” says 
Maureen McCarthy, RN, BS, RAC-MT, QCP-MT, 
DNS-MT, president/CEO of Celtic Consulting, LLC. 
She shares an analogy used at the American Health 
Care Association’s PDPM Academy: “Reimbursement 
under PDPM is like a waterbed. When you push down 

one side, another side pops up. When you pull one side 
up, another side goes down. The more you make under 
PT and OT, for example, the amount you’ll receive 
under the other case-mix components decreases.”

HIPPS codes—Health insurance prospective  
payment system

Based on responses on the MDS, patients are classified 
into payment groups, which are billed using a five-
character HIPPS code. The current RUG-IV HIPPS 
code follows a prescribed algorithm:

• Characters 1–3: RUG Code

• Characters 4–5: Assessment Indicator

In order to accommodate the new payment groups, the 
PDPM HIPPS algorithm is revised as follows:

• Character 1: PT/OT Payment Group

• Character 2: SLP Payment Group

• Character 3: Nursing Payment Group

• Character 4: NTA Payment Group

• Character 5: Assessment Indicator 

Important note for billers: To receive a PDPM HIPPS 
code that can be used for billing beginning October 1, 
2019, all providers will be required to complete an IPA 
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with an ARD no later than October 7, 2019 for all SNF 
Part A patients:

• October 1, 2019, will be considered Day 1 of the 
VPD schedule under PDPM, even if the patient 
began his or her stay prior to October 1, 2019

• Any “transitional IPAs” with an ARD after Oc-
tober 7, 2019, will be considered late and the rele-
vant penalty for late assessments would apply

“The HIPPS are how we currently work with PPS. 
With PDPM, therapy will no longer be the driver for 
payment. Payment will be determined by several 
case-mix factors, which will all have a base rate, but 
will be multiplied by the specific case mix for each 
clinical service provided,” says Wendland Porter. She 
provides an example of a stroke patient who will be 
getting PT, OT, SLP, nursing, and tracheostomy care. 
This patient will be paid as follows: 

• PT base rate x PT case-mix rate x PT  
adjustment PLUS

• OT base rate x OT case-mix rate x OT  
adjustment PLUS

• SLP base rate x SLP case-mix rate x SLP  
adjustment PLUS (more important than ever)

• Non-ancillary base rate (comprising 50  
conditions) x non-ancillary case-mix rate x  
adjustment PLUS

• Nursing base rate x nursing case-mix rate x 
adjustment 

“Why is PDPM better than PPS? Because it takes the 
patient’s actual clinical acuity into consideration and 
pays for what the patient needs and the services being 
delivered, not just the therapy minutes,” Wendland 
Porter says.

ICD-10-CM—International classification of  
diseases, tenth revision, clinical modification

ICD-10-CM codes will be used upon admission to 
classify the SNF patient into one of PDPM’s five 
clinical categories based on the primary diagnosis for 
the SNF stay. The ICD-10-CM code will be docu-
mented on the MDS in Item I0020B, which will then 
be mapped to a PDPM clinical category. 

Note: Clinical classification may be adjusted by a 
surgical procedure that occurred during the prior 
inpatient stay, as coded in Section J. The ICD-10 
mapping tool can be downloaded from CMS’ PDPM 
webpage under PDPM Resources and titled “ICD-10 
Clinical Category Crosswalk.”

“When PDPM arrives, these diagnoses will be more 
important to the LTC culture than ever, because the 
specificity and accuracy of the diagnosis will directly 
relate to the course of clinical care, but more impor-
tantly will relate to what payment will be expected and 
received,” says Wendland Porter. “The astuteness of 
the MDS nurses, who will be coding for payment, is of 
utmost importance and will determine whether the 
facility will be paid appropriately and optimally. Under 
PDPM, there will be a new component on the MDS, 
which will add (among many others) specific codes for 
immune disorders, cystic fibrosis, specified hereditary 
disorders, etc.”

IPA—Interim payment assessment

The IPA is an optional assessment that may be com-
pleted by providers in order to report a change in the 
patient’s PDPM classification. Diane Hislop, RN, 
senior partner and chief operating officer for H2 
Healthcare, says that while CMS has issued no guid-
ance on when an IPA should be completed due to its 
voluntary nature, the agency did specify the following 
in the final rule:

• The IPA can change the per diem amount paid 
under PDPM but not the variability of the pay-
ment. The payment variation schedule for PT, 
OT, and NTA remain the same (reduction after 
20 days for PT and OT and reduction after three 
days for NTA).

• The IPA can shift case-mix categories but can 
only be completed during the window between 
the five-day assessment and the discharge assess-
ment. In other words, its use is for the period  
after admission and prior to discharge.

• The ARD for an IPA is the date the IPA was 
completed, and the end date is the completion of 
the next IPA or discharge. The payment change 
date is the same as the ARD for an IPA.
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• CMS has not put a limit on the number of IPAs a 
facility can complete during a patient’s stay as 
long as the IPA is considered warranted.

Hislop emphasizes that the IPA will not make up for 
errors on initial diagnosis coding or assessments. “The 
IPA is for a clinical change only. Though it’s optional, 
it’s recommended that providers complete an IPA for 
any reason that a significant change MDS would have 
been completed under the current RUG system.”

She provides the following examples of applicable 
clinical changes that might occur after admission:

• Start of an IV for infection

• Worsening of a pressure injury present on admis-
sion where the physician ordered new treatment 
such as a wound vac

• New pressure injury that opened post-admission (the 
skin injury was present on admission but not open)

• Patient goes out to the hospital for some reason 
but is NOT admitted (length of stay from the fa-
cility at the hospital was less than three mid-
nights) and returns with complications, new 
therapy, tube feeding, etc.

• Patient falls at the facility and sustains a fracture 
not requiring hospitalization, but condition now 
has changed

• Significant change in drug therapy requiring ad-
ditional monitoring, lab tests, etc.

Although completing an IPA is up to the discretion of 
the clinicians, McCarthy says it’s important that the 
anticipation of an IPA be shared with the biller.

“Reimbursement under PDPM will be based more on 
clinical changes driven by the nurses’ notes and less on 
the amount of therapy being provided, so it will be more 
difficult for the biller to predict when a category is going 
to change. Clinicians have to be on their game to make 
sure they’re keeping the billers in the loop,” she notes. 
“Under RUG-IV, billers have ways to look in the system 
and double-check that the documentation supports the 
claim. Under PDPM, if a clinician anticipates that an 
assessment will need to be done before the claim is sent 
to the Medicare Administrative Contractor, it will be 
essential that this information is shared with the biller 
during the weekly Medicare meeting so the biller can 

anticipate that interruption in the revenue cycle and 
plan accordingly.”

ISP—Interrupted stay policy

To eliminate the incentive for providers to discharge a 
SNF patient from a covered Part A stay and then 
readmit the patient in order to reset the variable per 
diem (VPD) schedule, CMS created the ISP. The ISP 
allows for multiple SNF stays to be combined in cases 
where the patient’s discharge and readmission occurs 
within a prescribed window, which are as follows:

• If a patient is discharged from a SNF and read-
mitted to the same SNF no more than three con-
secutive calendar days after discharge, then the 
subsequent stay is considered a continuation of 
the previous stay:

 – Assessment schedule continues from the 
point just prior to discharge

 – VPD schedule continues from the point just 
prior to discharge

• If a patient is discharged from a SNF and readmit-
ted more than three consecutive calendar days af-
ter discharge, or admitted to a different SNF, then 
the subsequent stay is considered a new stay:

 – Assessment schedule and VPD schedule re-
set to day 1

• This policy applies not only in instances when a pa-
tient physically leaves the facility, but also in cases 
when the patient remains in the facility but is dis-
charged from a Medicare Part A–covered stay.

 – Example: If a patient in a SNF stay remains 
in the facility under a Medicaid-covered stay, 
but returns to skilled care within the inter-
ruption window

“When the patient is out less than three midnights, the 
biller will treat that as a leave of absence (LOA),” says 
McCarthy. We don’t yet know, she says, whether billers 
will use occurrence span code 74 to document skip 
days, or if CMS will invent a new code for this pur-
pose, but it is clear that the concentration should be on 
whether the resident was in the building or not, rather 
than the reason for the resident’s absence. Billers will 
also have to break the association between an LOA 
and completing a new MDS assessment when a patient 
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has been out of the facility for 24 hours, says McCar-
thy, which will no longer be necessary under PDPM. 
“With the ISP, we can cut a patient off of Medicare and 
then bring the patient back on if it’s been no more than 
three calendar days, and the patient will resume under 
the same score that he or she left with.”

Examples provided by CMS of when an ISP would be 
used include the following: 

• Example 1: Patient A is admitted to a SNF on 
11/07/19, admitted to the hospital on 11/20/19, 
and returns to the same SNF on 11/25/19:

 – New stay

 – Assessment schedule: Reset; stay begins with 
new five-day assessment

 – VPD: Reset: stay begins on day 1 of VPD 
schedule

• Example 2: Patient B is admitted to a SNF on 
11/07/19, admitted to the hospital on 11/20/19, 
and admitted to a different SNF on 11/22/19:

 – New stay

 – Assessment schedule: Reset; stay begins with 
new five-day assessment

 – VPD: Reset; stay begins on day 1 of VPD 
schedule

• Example 3: Patient C is admitted to a SNF on 
11/07/19, admitted to the hospital on 11/20/19, 
and returns to the same SNF on 11/22/19:

 – Continuation of previous stay

 – Assessment schedule: No PPS assessments 
required, IPA optional

 – VPD: Continues from day 14 (day of discharge)

• Example 4: Patient D is admitted to a SNF on 
11/07/19. The patient remains in the facility, but is 
discharged from Part A on 11/20/19. The patient 
returns to a Part A–covered stay on 11/22/19:

 – Continuation of previous stay

 – Assessment schedule: No PPS assessments 
required, IPA optional

 – VPD: Continues from day 14 (day of Part A 
discharge)

LOS—Length of stay

Although this phrase defines itself, it’s an important 
concept to consider, especially under the new payment 
model. While the federal focus as of late has been on 
reducing LOS, McCarthy thinks patients’ LOS will 
actually increase under PDPM before it decreases 
because “without RUG scores, the line that determines 
when a patient’s skilled coverage has ended won’t be as 
clear. Nurses’ notes should always drive the skilled 
train, but under RUG-IV, providers have gotten used 
to the RUG score driving the skilled train.”

She observes, “Currently, when rehab pulls out and the 
patient drops into the reduced physical functioning or 
the category beginning with P, a lot of MACs don’t pay 
for those categories, causing providers to then take 
patients off of Medicare guided by the RUG score 
instead of the nursing notes. With PDPM bringing 
reimbursement back to the patient’s condition, docu-
mentation is going to need to guide that skilled train. I 
think providers will find it more difficult to determine 
what’s skilled and what’s not.”

McCarthy says providers should be using Chapter 8 of 
the Medicare Benefit Policy Manual, which includes 
the Medicare rules for skilled coverage, as a guide to 
make this determination. “Providers have been pulled 
away from these basic rules for 20 years with a system 
that puts the focus of skilled care on therapy, and now 
it’s likely that providers can’t recognize skilled care in 
all its forms, so they will have to relearn those basics. 

“PDPM will be a perfect opportunity for facilities to 
prove that through implementing nursing care, rehab 
care, restorative nursing, and allowing the patient to 
practice what they’ve learned before throwing them 
out the door, patients will be safer at home and rehos-
pitalizations will decrease,” she says. “Providers have 
to find the sweet spot between providing care and 
services that don’t cost too much and keeping the 
facility’s Medicare spending per beneficiary in mind, 
and providing enough care and services that the 
patient stays out of the hospital for the next 30 days. 
That sweet spot is going to win the game.”
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Compliance

Don’t let your HIPAA policies and procedures go stale
For HIPAA covered entities (CE) that maintain poor 
policies and procedures related to HIPAA compli-
ance—those that are unfinished in draft form, not 
updated in years, and basically not followed to the 
letter—their lassitude has cost them dearly.

Just look at some of the settlements OCR has struck 
with CEs and business associates (BA) in the past five 
years. Many of those settlements include findings that 
organizations had poorly maintained policies and 
procedures. This has increased the settlement amounts 
and in turn led OCR to issue strict consent decrees 
requiring these entities to update and maintain their 
HIPAA-related policies and procedures.

Before we offer some tips and best practices on 
keeping policies and procedures fresh—and OCR 
happy—as they relate to HIPAA, let’s discuss what 
the law actually says.

What HIPAA says about policies and procedures

According to § 164.530(i)(1) “Administrative 
requirements”:

(i)(1) Standard: Policies and procedures. A covered 
entity must implement policies and procedures with 
respect to protected health information that are 
designed to comply with the standards, implementation 
specifications, or other requirements of this subpart 
and subpart D (breach notification) of this part. The 
policies and procedures must be reasonably designed, 
taking into account the size and the type of activities 
that relate to protected health information undertaken 
by a covered entity, to ensure such compliance. This 
standard is not to be construed to permit or excuse an 
action that violates any other standard, implementation 
specification, or other requirement of this subpart.

(2) Standard: Changes to policies and procedures. (i) 
A covered entity must change its policies and proce-
dures as necessary and appropriate to comply with 
changes in the law, including the standards, require-
ments, and implementation specifications of this 
subpart or subpart D (breach notification) of this part.

According to § 164.530(a)(1) “Administrative 
requirements”:

A covered entity must designate a privacy official who 
is responsible for the development and implementation 
of the policies and procedures of the entity.

(ii) A covered entity must designate a contact person or 
office who is responsible for receiving complaints under 
this section and who is able to provide further information 
about matters covered by the notice required by § 164.520.

No timeline in law

The first thing you should know about your policies 
and procedures maintenance under HIPAA? The law 
does not specify a timeline for updates. So there’s no 
“update within six months” standards. It is up to each 
CE and BA to reasonably establish updated timelines 
and determine the appropriate times to update an 
organization’s policies and procedures, according to 
Rebecca Herold, FIP, CISSP, CIPM, CIPP/US, 
CIPT, CISM, CISA, FLMI, CEO of The Privacy 
Professor. Typically, Herold will suggest an update and 
review at least once a year.

“For HIPAA itself, there’s not explicitly a given time 
period,” Herold says. “I have literally hundreds of 
covered entities and business associates who are my 
clients, and those who I do direct consulting work with, 
and it’s always interesting because they have the lawyers 

OSA—Optional state assessment

The OSA should be solely used by providers to report 
on Medicaid-covered stays, per requirements set forth 
by their state. The OSA allows providers in states 

using RUG-III or RUG-IV models as the basis for 
Medicaid payment to do so until September 30, 2020, 
at which point CMS support for legacy payment 
models will end.  H
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for the covered entity or business associate who always 
ask, ‘Where does it say in HIPAA that we have to 
review and update our policies at least once a year?’ ”

This annual time frame is Herold’s usual recommenda-
tion based on advice from HHS representatives in 
conferences and webinars. And if you look in HHS’ 
many resolutions for breaches on what needs to be 
done, you often see a request for at least a yearly 
review of policies and procedures.

“Typically, you see that within the consent decrees that 
come from HHS, or I hear it directly from the represen-
tatives who are actually from the regulatory oversight 
office, saying reviews should occur generally once a 
year,” Herold says. “So that’s typically what I point to.”

But timelines may vary according to an organization’s 
particular needs, size, recent technological updates, 
new hires, merger activity, or other factors. 

“My ultimate point here is the fact that within HIPAA, 
and so many other regulations, oftentimes when they’re 
not stating explicitly an exact time period and instead 
have a rule of thumb, they will consider the situation 
with the organization,” Herold says. “So it might vary.”

Policies and procedures review frequency typically 
depends upon the type of organization. As examples, 
review frequencies will vary in the following types of 
organizations:

• A tech company that changes quickly should do 
reviews when major changes involving informa-
tion occur

• A hospital that has mergers and acquisitions with 
which to contend needs to do reviews during 
these events

• When an organization has new management, 
there should be a review to ensure the policies 
will still accurately reflect the rules that manage-
ment will visibly and strongly support

“In general, every organization needs to perform 
reviews right before, during, or after the big changes 
that have occurred,” Herold says.

OCR speaks through Phase 2 audits

Reece Hirsch, partner and co-head of the privacy and 
cybersecurity practice at Morgan Lewis, says it’s 
important for organizations to periodically conduct 
new security risk analyses as required by law. But it’s 
also important to remember that your privacy policies 
have to adapt as your operations change, your practices 
change, and the risks to data change.

Hirsch cites the OCR Phase 2 HIPAA audits con-
ducted in 2016 as a way for CEs to better understand 
OCR’s expectations when it comes to policies and 
procedures. OCR, as a part of its continued efforts to 
assess compliance with the HIPAA Privacy, Security, 
and Breach Notification rules, began in 2016 its second 
phase of audits of CEs and their BAs.

The audits, OCR officials reported on their website, are an 
important compliance tool that supplements OCR’s other 
enforcement tools, such as complaint investigations and 
compliance reviews. “These tools enable OCR to identify 
best practices and proactively uncover and address risks 
and vulnerabilities to PHI,” the officials wrote.

OCR unveiled some audit findings in September 2017 
through a presentation by Linda Sanches of OCR. 
Sanches divulged specifics in the findings related to 
policies and procedures. She noted in the presentation 
that OCR was looking for entities to maintain appropri-
ate policies and procedures. She also noted that OCR 
found that some policies and procedures submitted for 
review were copied directly from an association template.

“I think it’s clear that OCR expects very fine-tuned, 
detailed policies that address all the elements of the 
HIPAA standard,” Hirsch says. “Although in Phase 2 they 
were just focusing on a short list of priority areas, the level 
of rigor that they brought to the review of policies shows 
that you cannot get by with a sort of a sketchy policy that 
hasn’t been updated in five to 10 years. It needs to be a 
living document, and it needs to be robust enough to fully 
describe the HIPAA standard that’s involved and how it is 
operationalized for your organization.”

Through the findings in the Phase 2 audits, OCR was 
trying to let CEs and BAs know what compliance 
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looks like in the healthcare industry, Hirsch adds. And 
remember: Having a breach causes OCR to turn over 
the rocks and look at an organization’s underlying 
policies and procedures.

“In the context of a security breach or complaint, I 
believe OCR applies a heightened standard,” he says.

Draft = bad in OCR’s mind

As we found in the Phase 2 audits, OCR is not a fan of 
policies and procedures that are simply copied and 
pasted from an association or vendor that works with 
HIPAA compliance. And, for the love of all things 
HIPAA, always finalize your policies and procedures 
and don’t leave a “draft” stamp on them.

“In the 2017 CardioNet settlement ($2.5 million), OCR 
cited the organization because their policies and 
procedures were still in draft form,” Hirsch says. “And 
I see that mistake all too often. Companies sometimes 
have an off-the-shelf set of policies and procedures 
that they haven’t fully tailored or fully implemented.”

Sometimes, organizations will have “rules of the road” 
policies they’ve been applying. “But,” Hirsch says, “if 
it looks like they still have a draft stamp on them or 
there’s no evidence that they’ve been formally adopted, 
then from an OCR standpoint, it’s like you don’t have 
any policies at all.”

Hirsch recognizes that smaller CEs may have difficul-
ties creating and maintaining policies and procedures. 
They may be tempted to simply get any template of a 
policy and procedure and use it as their own. But the 
law’s the law, and all HIPAA CEs must have policies 
and procedures—and it’s best to customize them to 
your healthcare organization.

“While the HIPAA Security Rule is scalable, it does 
have a lot of specific requirements that have to be 
met,” Hirsch says. “Privacy is somewhat inflexible. The 
rules are the rules, and you’re supposed to have 
policies that reflect those rules, and you’re supposed to 
be fully following those rules. It can be challenging for 
a smaller organization to have materials that really 

cover all the bases. Instead, they’ll manage to acquire a 
set of template policies and procedures. Even if you’re 
a smaller organization, you need to make a meaningful 
effort to tailor those policies to what you’re doing.”

Look for changes; adapt accordingly

If new technologies or software management systems are 
implemented within a healthcare facility, the HIPAA 
compliance team must understand how that implementa-
tion impacts current policies and procedures.

“Maybe they started allowing doctors to use their own 
personally owned tablets,” Herold says. “They need to 
make sure that policies that relate to how data is col-
lected and secured in devices is reflected through and 
applicable to the new tablets. You need to see if you 
have those types of devices covered. New technologies 
can bring big information security and privacy policy 
changes in an organization.” 

Delegate a leader

So how can you ensure your policies and procedures 
are up to date? Whoever is leading your security and 
privacy management program needs to assign some-
body the responsibility to review your current policies 
and procedures at specific times throughout the year.

Whoever takes on this responsibility must recognize 
any necessary changes and updates, Herold says. This 
person should be up to date on current changes in laws 
and regulations, and also be knowledgeable about the 
organization and recent changes in its operations and 
technologies.

“Make reviewing policies and procedures something 
they put on their calendar to do each year and, of 
course, if there’s a major change in the organization, 
they have to do it right when or immediately after that 
change occurs,” she says.

Policies and procedures should also be immediately 
reviewed when a new privacy or security manager gets 
hired. It will help the new person understand the 
organization better, Herold says.
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Training: More frequent updates

While training will probably be a part of your policies 
and procedures documentation, don’t let training sit 
for too long in the organization. While your policies 
and procedures may not be updated for a year, training 
refreshers should be more frequent.

“I always recommend to my clients to give more frequent 
training on specific topics,” Herold says. “Too many 
organizations want to give one hour or two hours of 
training on everything at once, but it’s much more 
effective to get training on current topics that fall under 
the requirements, and then make each of those training 

sessions much shorter than the typical one or two hours.”

Herold suggests training in sprints, like 20–30 minutes 
on a topic, each quarter. Your employees, the learners, 
will have much less material to cover in those time 
frames and can better absorb the material, she says.

“There’s many ways you can address training, and the 
regulators love to see the fact that organizations are 
providing fresh training and also doing it more fre-
quently than once a year,” Herold says.  H

EDITOR’S NOTE: This article originally appeared in the September 

2018 issue of Revenue Cycle Advisor’s Briefings on HIPAA.

Guest column

The real impacts of poor quality, inadequate compliance, 
and weak risk management
Editor’s note: The following is reprinted with permission from 

Reg’s Blog, the senior and postacute healthcare news blog 

written by Reginald M. Hislop III. 

The assisted living and skilled care industry today is 
going through a rocky patch. A solid half of the skilled 
nursing facility (SNF) industry is struggling due to 
Medicare Advantage, softer demand, pervasive reli-
ance on Medicaid for census, labor shortages, rising 
wage pressure, tight Medicare reimbursement, and new 
regulations, etc. While its struggles are not as perva-
sive as SNFs’, assisted living is facing challenges due to 
softer census, overcapacity, rising resident acuity, labor 
costs and shortages, and increasing regulatory scrutiny. 
The relative strength in the overall senior and post-
acute sector is home health and independent housing; 
however, while home health demand is good, regula-
tory overburden is still present, along with tight 
reimbursement and labor challenges. Independent 
housing’s market and sub-market rent side remain 
strong; however, many high-end providers are still 
struggling with census challenges and soft demand in 
certain markets.

Challenges in healthcare remain a local reality, but we 
can learn from national trends by paying attention to 
their macro impact on providers, as well as their micro, 
behavioral impact. In spite of some rough waters for 
the industry, there are providers who do well and are 
bullish about their fortune in their respective industry 
segments. 

Related news items

This past week or so has included some interesting 
revelations. The first, not too surprisingly, is another 
alarm from a major, publicly traded provider organiza-
tion that it is on the narrow ledge to failure. Five Star 
Senior Living provided notice that given its financial 
condition now and as forecasted, it would not be able 
to meet its continuing obligations in the form of debt 
or timely payment of operating expenses. 

In a news item related to quality, CNA (the major 
national commercial insurance provider) released its 
2018 Claims Report for Long-Term Care/Senior 
Living. The claims in this case are liability-related.  
Following CNA’s release, Willis Towers Perrin (a major 
insurance brokerage and consultancy firm) provided its 
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outlook for liability insurance, noting that long-term 
care and senior housing should expect liability pre-
mium increases of 5%–30%. Anecdotally and unre-
lated, we are seeing steep property/casualty increases 
in the industry as well due to extreme weather over the 
last 12–18 months.

A correlation is born

While not an absolute correlation, there is still a strong 
link between providers that are struggling and the 
quality of care and service they provide to their patients. 
The core competencies required to provide superb care 
are tied directly to compliance and risk management. I 
have never seen an organization deliver excellent care 
while having poor billing, survey, or other compliance 
trends, but I have continually witnessed weak risk 
management lead to high levels of workers’ comp cases, 
lawsuits, liability insurance claims, and so on. Lately, 
the same correlation has been developing between 
quality and financial results. As more quality payer 
source referrals and higher reimbursement with incen-
tive payments connect to patient care outcomes, a gap is 
evident between providers that are thriving and provid-
ers that are dying. That gap is the quality divide.

There is a spiral effect, visible today in the SNF 
industry, that has been visible for some time in hospi-
tals. It occurs as follows:

• Care delivery and service are inconsistent and, in 
most cases, not great. 

• Complaints and survey results demonstrate the 
same and are reflected in star ratings.

• Consumers and referral sources catch wind that 
care is not good.

• Staff turnover accelerates, including key  
personnel that take with them a disparaging  
message regarding care.

• Quality mix erodes slightly. Medicaid census  
increases as the “next best” alternative to an 
empty bed.

• Financial results start eroding, and losses occur 
or come into view. Cash margins are getting 
tighter.

• Expenses become an issue and cuts are neces-
sary. The cuts are incompatible with improving 
care.

• With limited resources, quality suffers even 
more. No money is available for capital and 
equipment upgrades. Staff morale suffers, and 
staffing levels are lower. Productivity wanes as 
morale decreases, and patient care follows.

• Survey results are very poor, resulting in expen-
sive fines that siphon more resources away from 
patient care.

• Costs grow rapidly related to higher insurance 
premiums, poor workers’ comp experience, un-
employment costs, turnover, and legal costs to 
defend the facility. These costs also take away re-
sources from patient care.

• Finally, because the resources are too depleted to 
make the necessary changes to rebuild quality, 
staff levels, etc., and no lender is available to 
front any more capital, the enterprise collapses. 
The names of those facilities whose futures are 
extinct, or dimming, are becoming familiar: Sig-
nature, ManorCare, Five Star, Genesis, Kindred. 

The quality, value, and revenue relationship 

Arguably, it takes money to have and deliver quality. 
Equally as arguable is that without quality, not enough 
money will be made to stave off failure. When quality 
isn’t the primary objective, compliance and risk 
management are dead weights that the organization 
must carry, and that weight increases over time. 
Consider the restaurant industry: Successful restau-
rants are laser-focused on their products, which are 
food and service. They know that poor marks in either 
category or an outbreak of foodborne illness can be 
death to their livelihood. In a crowded market of 
diners, price or value is tied to quality and experience 
across myriad options. A successful restaurant’s 
quality meets or exceeds the customer’s realization of 
value (getting equal or greater satisfaction than 
expected for the price paid). When this occurs, money 
flows in increments sufficient to reward investors, pay 
employees, invest in equipment, and reinvest in the 
products and services that customers buy. Simple.
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The long-term care industry isn’t too different from this 
restaurant analogy. The market is crowded with options—
too many, actually. Yes, the customer relationships are a 
bit different, but the mechanics and economic levers and 
realities are identical. Providers that give great care, equal 
to or higher than the price points/reimbursement levels, 
are gaining customers via referrals. The customers they are 
gaining are coming with good payment sources. Money in 
the form of cash flow is strong enough to invest in plant, 
property, equipment, and staff. Doing so reinforces quality 
and service and allows an optimal referral cycle. As 
providers continue to fail and the market continues to 
shrink, the few exceptional providers continue to see their 
future and fortunes improve. Again, simple.

Important messages

The takeaways should be clear for those who can still 
control how they approach and manage their quality 
and customer experience:

• Poor quality costs disproportionately more than 
high quality. The costs of poor quality are erosive 
and ongoing, and include the following:

 – Higher insurance premiums

 – Poor compliance results with fines (the federal 
fines today are steep and immediate for SNFs)

 – Higher capital costs (yes, lenders are now 
looking at quality measures as a measure of 
credit risk)

 – Increased litigation risks, which, when re-
alized, contribute to higher insurance 
premiums

• Today’s (and tomorrow’s) reimbursement incen-
tives are only available to providers who can de-
liver high-quality, efficient patient outcomes. 
Value-based purchasing rewards good care in the 
form of limited rehospitalizations and punishes 
poor care. The impact is just being seen today, 
and in the years forward, both rewards and pun-
ishments will be greater. The same is true under 
the new and forthcoming case-mix payment mod-
els. High-quality, adept providers will be able to 
provide the care rewarded highest under the Pa-
tient-Driven Payment Model (PDPM) and the 

Patient-Driven Groupings Model (PDGM). 
Those facilities/agencies that don’t have the clini-
cal infrastructure will languish.

• Referrals today are more and more skewed toward 
quality providers. With hospitals and narrow net-
works looking for select postacute providers that 
won’t increase their risks in value-based purchasing 
or bundles/accountable care organizations, poor-
quality providers are seeing referrals diminish more 
and more.

The Plaintiff’s Bar is watching the SNF and senior 
housing industry carefully and with optimism. The 
CNA report I referenced earlier includes the following 
noteworthy snippets:

 – 22.6% of closed claims relate to pressure in-
juries (an almost entirely avoidable negative 
outcome).

 – Death from or related to pressure injuries is 
the highest average claim by cost.

 – 14 out of the 15 highest-cost claims occurred 
in for-profit facilities.

 – Assisted living claims cost more on average 
than SNF claims.

 – Falls continue to represent the lion’s share of 
liability claims at more than 40%.  The vast 
majority are tied to SNF care.

 – The frequency of claims is increasing.

 – Independent living is not immune. The re-
port contains claim data on fall and pressure 
injury cases from independent living.

While no organization is immune from a lawsuit, 
organizations with exemplary quality history, high 
satisfaction levels, and processes focused on the 
elements of great care and service (staffing levels, staff 
competency, good management, proper equipment, IT 
infrastructure, etc.) are less of a target, if any. Negative 
outcomes will still occur no matter the facility, but in 
organizations where quality care is delivered, they will 
be an exception. Because care is primary, and service 
is right behind it, there is far less of a motivation for 
patients and families to litigate as they will not per-
ceive the organization to have been negligent. Again, 
the connections are rather simple.  H
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Coding

Reporting physician visits for SNF patients
Written by Peggy S. Blue, MPH, CPC, CCS-P, CEMC 
and republished from JustCoding.com.

Per the 2018 CPTÒ Manual, nursing facility services 
are reported using CPT codes 99304–99318. Notice 
that the heading for this category is Nursing Facility 
Services rather than Skilled Nursing Facility Services. 
It would be clearer if the heading was Skilled Nursing 
Facility Services as these E/M services can be adminis-
tered to patients in skilled nursing facilities (SNF), 
intermediate care facilities, psychiatric residential 
treatment centers, or long-term care facilities.

Domiciliary, Rest Home, or Custodial Care Services 
(CPT codes 99324–99328; 99334–99337) is a separate 
category that includes patients in a “nursing facility” 
when the nursing facility is a rest home rather than a 
SNF. Domiciliary rest homes are long-term facilities, 
so you can see how the mingling of terminology might 
lead to confusion.

The most notable differences between SNFs and 
domiciliary rest homes include the regulations and 
certification requirements for staff. SNFs are mostly 
regulated by the U.S. Department of Health and 
Human Services and CMS, and therefore are subject 
to more comprehensive regulations than domiciliary 
rest homes, which don’t have a medical component but 
tend to have more state directives.

Skilled nursing care requires the involvement of 
trained medical professionals. SNFs not only hire 
doctors but also skilled registered nurses or licensed 
nurses who can administer injections and provide 
other specialized services. Nursing homes, on the other 
hand, typically provide custodial, non-medical care on 
a daily basis.

SNFs are usually located near a hospital and offer a 
wide range of rehabilitative services such as physical, 
occupational, and speech therapy.

CMS has noted that providers often report E/M codes 
for hospital inpatient services (i.e., 99221–99223, 
99231–99239) when they should be reporting codes for 

SNF services (i.e., 99304–99318). Part of this confusion 
stems from the fact that the patients in question are 
frequently in hospital swing beds, which can represent 
either inpatient hospital acute care or SNF care.

To serve the needs of smaller hospitals and communi-
ties, Medicare has established coverage for swing bed 
programs. “Swing bed” is the term Medicare uses to 
describe a hospital room that can switch from acute 
care status to skilled care status. It is important to note 
that the actual bed or room does not change—what 
changes is the level of care that the patient in that 
room receives.

If you are in doubt about the status of a patient in a 
swing bed, you should check with the hospital regard-
ing how the patient is counted in the hospital’s daily 
census.

Initial nursing facility care (CPT codes 99304–
99306)

Initial nursing facility services are comprehensive 
assessments during which the physician develops a 
plan of care and writes or verifies admitting orders for 
the patient. CPT codes for these services include:

• 99304, initial nursing facility care, per day, for 
the E/M of a patient requiring three components: 
A detailed or comprehensive history, a detailed 
or comprehensive exam, and medical decision-
making that is of straightforward or of low 
complexity

• 99305, … requiring three components: A com-
prehensive history, a comprehensive exam, and 
medical decision-making that is of moderate 
complexity

• 99306, … requiring three components: A com-
prehensive history, a comprehensive exam, and 
medical decision-making that is of high 
complexity

Unlike CPT, Medicare does not limit initial nursing 
facility care codes to the admitting provider. Because 
Medicare does not recognize consultation codes, 
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Medicare and the payers who follow Medicare rules 
will allow physicians, other than the attending physi-
cian, who evaluate the patient for the first time, to also 
report initial nursing facility care codes. In this case, 
initial nursing facility codes can be used in place of 
consultation codes, so long as the elements required in 
the code descriptor are met.

To identify the physician who evaluates the person for 
admission to a nursing facility as the principal physi-
cian of record, modifier -Al (principal physician of 
record) should be appended to the initial nursing 
facility care code.

Per the 2018 CPT Manual, initial nursing facility codes 
are to be reported when the patient is admitted to the 
nursing facility. This admission may occur during an 
encounter in another site of service, such as the emer-
gency department or physician’s office. In that event, only 
the initial nursing facility care code should be reported.

Per the 2018 CPT guidelines for reporting initial 
nursing facility care:

The nursing facility care level of service reported by the 
admitting physician should include the services related 
to the admission he/she provided in the other sites of 
service as well as in the nursing facility setting.

Providers often question whether they can perform the 
initial history and physical examination services for 
admission to a nursing facility while the patient is in 
the acute care hospital on the same day that the patient 
will be discharged from acute care and transferred to 
the nursing facility. Questioners will state that one 
physician performs the history and physical exam and 
another discharges the patient from acute care.

This scenario calls into question whether it would be 
appropriate to report an initial nursing facility care 
code despite the fact that the nursing facility is sepa-
rate and distinct from the hospital. Rendering an 
initial nursing facility care service without any physical 
presence in the nursing facility puts the provider on 
shaky ground.

While current guidance does not specifically address 
this situation, there is an expectation that some portion 

(even a small one) of an initial nursing facility service 
will take place in a nursing facility, as reflected by place 
of service (POS) codes 31 (skilled nursing facility), 32 
(nursing facility), 54 (intermediate care facility), or 56 
(psychiatric residential treatment center).

Reporting an incompatible POS code (other than 31, 
32, 54, or 56) with the initial nursing facility care codes 
will result in a claim denial. You should check with the 
payer to be sure, but it is unlikely that an initial nursing 
facility care code should be reported when no part of 
the service takes place in the nursing facility.

If the patient is in a swing bed, this POS dilemma is 
conveniently sidestepped since swing beds can repre-
sent either inpatient hospital or nursing facility care.

Subsequent nursing facility care (99307–99310)

The subsequent nursing facility care codes are per-day 
codes that can be used to report federally mandated 
physician visits and other medically necessary visits. 
These include:

• 99307, subsequent nursing facility care, per day, 
for the E/M of a patient requiring at least two of 
these three components: A problem-focused in-
terval history, a problem-focused exam, straight-
forward medical decision-making

• 99308, … requiring at least two of three compo-
nents: An expanded problem-focused interval 
history, an expanded problem-focused exam, 
medical decision-making that is of low 
complexity

• 99309, … requiring at least two of three compo-
nents: A detailed interval history, a detailed ex-
am, medical decision-making that is of moderate 
complexity

• 99310, … requiring at least two of three compo-
nents: A comprehensive interval history, a com-
prehensive exam, medical decision-making that 
is of high complexity

Nursing facilities must abide by many rules and 
regulations that require them to schedule federally 
mandated visits. Individual residents must be moni-
tored and evaluated at least once every 30 days for the 
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first 90 days after admission and at least once every 60 
days thereafter. It should be noted that patients are 
often seen on a much more frequent basis than the 
minimum required standards.

Subsequent nursing facility care codes are also used to 
report medically necessary E/M visits. Medically 
necessary E/M visits can be provided prior to the 
initial visit by the physician. Under Medicare Part B 
payment policy, medically necessary E/M visits may be 
provided and reported prior to the initial visit by the 
admitting provider if the medical needs of the patient 
require an E/M visit.

Nursing facility discharge services (CPT codes 
99315–99316)

Nursing facility discharge day management codes are 
used to report the practitioner’s face-to-face visit with 
the patient to meet the nursing facility discharge day 
management service requirement. These services are 
reported using CPT codes 99315 (nursing facility 
discharge day management; 30 minutes or less) and 
99316 (nursing facility discharge day management; 
more than 30 minutes).

These codes should be reported on the date of the 
actual visit even if the patient is discharged from the 
facility on a different calendar date. They may be used 
(depending on the code requirement) to report a death 
pronouncement of a patient who has expired, but only 
if the physician or qualified non-physician practitioner 
personally performed the death pronouncement.

Other nursing facility services (CPT code 99318)

CPT code 99318 (E/M of a patient involving an annual 
nursing facility assessment, requiring three compo-
nents: A detailed interval history, a comprehensive 
exam, and decision-making that is of moderate to low 

complexity) for an annual nursing facility assessment is 
a unique code found in the subcategory Other Nursing 
Facility Services.

Code 99318 is used to report a nursing facility service 
that requires the completion of the Minimum Data 
Set/Resident Assessment Instrument (MDS/RAI). 
Nursing facilities are required to complete the MDS/
RAI annually and update it quarterly or more fre-
quently, if necessary. This is an annual examination of 
both the patient and his or her medical chart rather 
than a routine visit.

The MDS/RAI allows nursing home staff to gather 
definitive information on a resident’s strengths and 
needs, which must be addressed in an individualized 
care plan. The multidisciplinary care plan that is 
developed becomes each resident’s unique path toward 
achieving or maintaining his or her highest practical 
level of well-being; the care plan is tailored to help the 
patient meet his or her dietary, mental, social, physical, 
and occupational goals.

The examination also focuses on functional issues such 
as hearing, vision, mobility, and eating, as well as 
assessment of the patient’s chronic medical issues. The 
annual assessment is an ideal opportunity to critically 
review each of the items on a patient’s problem list and 
prepare the resident for an annual examination.

Often, a comprehensive evaluation of a chronic medi-
cal problem reveals the need to adjust treatments or 
modify the patient’s treatment goals. For example, the 
assessment might show that the resident’s chronic 
conditions have progressed to the point where he or 
she may be eligible for hospice care. On the other 
hand, there may have been a gradual but significant 
recovery that calls for initiation of more aggressive 
rehab or planning for transfer to a less restrictive level 
of care.  H
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