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EXECUTIVE SUMMARY

As the pressure increases for case managers to help ensure that hospitals comply with 

payer requirements and get paid appropriately, physician advisors can be a valuable 

ally .

• Physician advisors have clinical expertise as well as credibility with the physician staff, 

which gives them an advantage when it comes to educating physicians about patient 

status, documentation needs, patient throughput, and transitions in care .

• Case managers and their physician advisors should work together to ensure that 

everything in the patient record is correct up front so the hospital will avoid costly 

appeals when the claim is denied .

• Good physician advisors have the kind of personality that enables them to 

have difficult conversations as well as being well-respected by their colleagues, 

knowledgeable about admission criteria and reimbursement, accessible, approachable, 

articulate, and collaborative .

Make your physician advisor your 
closest ally
Partnership helps compliance with payer rules

As financial stakes rise for 
hospitals and pressure increases 
on case managers, your new best 

friend may be your physician advisor.
With new initiatives and audits from 

the Centers for Medicare & Medicaid 
Services (CMS) and commercial payers 
following suit, case management has 
evolved into being a key role in the 
hospital, says Elizabeth Lamkin, MHA, 

chief executive officer and partner in 
PACE Healthcare Consulting, LLC, 
based in Beaufort County, SC.

“The case management role is 
one that bridges the clinical and the 
financial side of healthcare, and the 
physician advisor is a vital link between 
the C-suite, case management, and the 
medical staff,” she says.

“There are so many changes coming 
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forward from the government and 
private payers that it is critical for 
hospitals to have a physician advisor 
whose duties go far beyond the 
traditional role of reviewing for 
patient status,” says Donna Hopkins, 
MS, RN, CMAC, vice president at 
Novia Strategies, a national healthcare 
consulting firm.

Physician advisors can provide 
valuable expertise for case managers, 
whether they are discharge 
planners, responsible for utilization 
management, or coordinating care, 
says Cheryl Warren, MS, RN, 
CMAC, chief clinical integration 
officer for Hallmark Healthcare, a 
network of community hospitals and 
health centers in the Boston area.

“Physician advisors have expertise 
in the clinical part and they have 
credibility with the medical staff.  
Many case managers do have great 
relationships with the medical staff 
but they aren’t physicians, and 
for that reason they often find it 
difficult to challenge a physician. 
The physician advisor can review the 
chart, then mediate with the treating 
physician,” she says.

Physicians are more likely to 
change patient status, add to the 
documentation, or move a patient to 
the next level of care if the suggestion 
comes from another physician, 
says George W. Nunn, MD, a 
retired general surgeon and lead 
physician advisor at DCH Health 
System, a three-hospital system with 
headquarters in Tuscaloosa, AL.

“Some physicians have a hard time 
accepting it when anybody tells them 
what to do about their patients, but 
when they hear it from a physician 
who has been in practice they can 
accept it better,” Nunn says.

When physicians don’t follow 
payer requirements, it’s often 
because of a lack of education, adds 
Yvonne Focke, RN, BSN, MBA, a 

Cincinnati-based independent case 
management consultant.

“Most physicians haven’t been 
immersed into the regulatory world. 
They are concerned with caring for 
their patients and don’t understand 
the importance of documentation, 
appropriate patient status, and getting 
the right language on the order,” 
Focke says.

Physician advisors can be the 
solution because they understand 
both sides, Lamkin says. “Physician 
advisors live in two worlds. They 
are trained on how the hospital 
works and know how to interpret 
regulations for the medical staff. They 
also bring management input from 
the medical staff,” Lamkin says.

When physician advisors and case 
managers combine their knowledge, 
they can become experts on what is 
needed for the hospital to comply 
with regulations and get paid 
appropriately, Lamkin says.

Physician advisors know the 
medical staff, have expert knowledge 
of the disease process, and gain 
expertise from the case managers 
who understand throughput and 
utilization, she adds.

There are several different models 
for physician advisor arrangements, 
Focke says. Some hospitals have one 
full-time physician advisor; others 
may have multiple physicians, often 
hospitalists, who rotate in the role. 
“These physicians are still practicing. 
They are credible and respected 
and can help with the decision and 
educate physicians on the spot,” she 
says.

Some hospitals outsource 
physician advisor duties to large 
organizations, Hopkins adds “It really 
works better if you have physician 
advisors who are on staff or retired 
from the hospital because they know 
other physicians,” Hopkins says.

“In order to be most effective, the 
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physician advisor should know the 
other physicians in the hospital. It 
doesn’t work as well to have outsiders 
or someone calling from a different 
state in the role,” Nunn says.

Warren’s hospital has a physician 
advisor for case management who 
is physically on hand to assist 
case managers with issues such as 
moving patients to the next level of 
care and who chairs the utilization 
management committee. The hospital 
contracts with an external company 
for utilization, payer billing, level of 
care, and insurance issues.

“Whether it’s part time or full 
time, hospitals need to have a 
physician advisor as a resource to help 
get everything right on the front end 
and avoid denials,” Lamkin says.

In the past, hospitals didn’t have 
to deal with so much regulation 
that directly affects reimbursement, 
Lamkin points out. “But in today’s 
world, we have to rethink how to 
manage the system,” she adds.

Hospitals can no longer wait 24 
hours or longer to get patient status 
right. It has to be right on the front 
end, Lamkin says. And with a wide 
range of auditors scrutinizing patient 
records, the documentation has to 
clearly reflect the condition of the 
patient and the services provided 
in order for the hospital to get paid 
appropriately and in a timely manner, 
she adds.

The appeals process is a 
lengthy and resource intensive 
process, especially if it goes to the 
administrative law judge level, Focke 
points out. Even if the hospital wins 
the appeal of a denial, the payment 
will be delayed by at least 90 to 120 
days and the cost of the appeals may 
exceed the amount recouped, she 
adds.

“Even when hospitals win, they 
still lose. Getting everything right up 
front brings value when the hospital 

gets paid but beyond the actual 
dollars, hospitals avoid the time and 
cost involved in writing the appeal,” 
she says.

Despite attempts by CMS to 
provide clarity, the Two-Midnight 
Rule hasn’t made patient status any 
clearer for many practitioners, Focke 
says. “A physician advisor can help the 
case manager review an observation 
case before the second midnight 
to determine if it is appropriate to 
convert it to inpatient. Even if the case 
is converted only 10% of the time, 
it can add significant dollars to the 
bottom line,” Focke says.

In another scenario, the physician 
advisor can step in when the case 
manager isn’t able to convince the 
admitting physician that a patient 
who is expected to stay only overnight 
doesn’t meet the criteria for an 
inpatient admission and should 
receive observation services as an 
outpatient, Lamkin says.

Physician advisors often can help 
case managers ensure that patients get 
the right care in the right place, and at 
the right time, Warren says.

They can be called on to mediate 
when the attending physician and the 
case manager disagree on whether the 
patient is ready for the next level of 
care, Warren says.

For instance, the case manager 
may feel that a patient has met clinical 
goals and asks the treating physician 
to collaborate on a post-acute 
destination. But the physician feels the 
patient should stay longer, although 
the case manager points out that 
the patient no longer meets medical 
necessity.

“Many times, a physician advisor 
can persuade the treating physician to 
move the patient along,” Warren says. 
For instance, the physician advisor can 
suggest discharging the patient with 
home health services or outpatient 
therapy.

“Physician advisors are effective 
in getting patients moving along 
the continuum and making sure the 
documentation supports the care that 
is rendered so the hospital can be 
properly reimbursed,” Warren says.

They can help eliminate testing 
and procedures that could be done 
on an outpatient basis, Focke says. 
For instance, an elderly patient who is 
hospitalized for pneumonia may need 
other tests, such as a colonoscopy, that 
are unrelated to the reason for the 
admission.

“When a patient is dependent 
on their family for transportation, 
getting them back and forth for tests 
isn’t easy for the patient and family, 
and physicians may order tests in the 
hospital for their convenience. But 
this isn’t using resources wisely and 
Medicare will not reimburse for care 
that can be provided on an outpatient 
basis,” Focke says.

Physician advisors must have 
a visible presence in order to be 
effective, Nunn advises.

“Physician advisor is not a desk 
job,” Lamkin adds. “The physician 
advisor should be out making rounds, 
leading the interdisciplinary team in 
rounds and reviewing patient status 
when referred by the case managers. If 
they’re not making rounds, they’re not 
forming relationships,” she says.

Nunn recommends assigning 
case managers and physician advisors 
to the same unit or service line. 
“This makes the structure flow more 
smoothly and helps them develop 
good working relationships,” he says.

He suggests that case managers also 
have a visible presence so everyone on 
the unit knows who they are. “They 
can’t just sit in an office and work on 
the computer or talk to the nursing 
staff. Case managers have to be on the 
floor, working with physician advisors 
and the physicians on the unit,” he 
says.  n
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Who makes a good physician advisor and what 
can they do for you?
The right person can assist in a variety of ways

A physician advisor can be 
invaluable if the hospital chooses 

the right person for the role, says 
Yvonne Focke, RN, BSN, MBA, a 
Cincinnati-based independent case 
management consultant.

It’s important to choose a 
physician advisor who has the 
personality and the finesse to have 
difficult conversations with other 
physicians without putting them on 
the defensive, Focke says. At the same 
time, they have to be approachable 
and open to input from case 
managers, she says.

Physician advisors should be 
well-respected by their colleagues, 
knowledgeable about admission 
criteria and reimbursement, 
accessible, approachable, articulate, 
and collaborative, she adds.

“We recommend that hospitals 
identify someone on the medical staff 
or in the community who already 
knows the hospital medical staff and 
has credibility with other physicians,” 
says Elizabeth Lamkin, MHA, chief 
executive officer and partner in PACE 
Healthcare Consulting, LLC, based in 
Beaufort County, SC.

A small hospital could combine 
the roles of chief medical officer and 
physician advisor, she adds.

Start your search with the 
hospital’s medical staff and look for 
an experienced practitioner who is 
not ready to retire but is ready for a 
shift from managing an office and 
might be interested in a leadership 
role, Lamkin suggests. Perhaps start 
with physicians who have already 
been in medical staff leadership 
positions.

She recommends avoiding 

physicians whose practices depend 
on the referrals of other physicians. 
It could shape their judgment when 
dealing with the medical staff.

Physician advisors need to 
be familiar with Medicare and 
Medicaid regulations, understand the 
contractual agreements with private 
payers, and be knowledgeable about 
inpatient criteria sets, Focke says.

“They need to understand what 
the case manager’s job is and why 
they got called on that particular 
case,” she says.

Focke recommends having 
physician advisors who are 
experienced in internal medicine or 
family practice. “Specialists may not 
be ideal because the role requires 
someone with broader knowledge,” 

she says. In many hospitals, 
hospitalists are the physician advisors, 
she says.

Hospitals should develop a job 
description for the physician advisor 
and include where they fit in on the 
organizational chart.

Before asking the hospital 
administration for a physician advisor, 
do your homework, Focke advises.

Look at your denial rate and 
determine why cases are being denied. 
Tally the cases that could have been 
avoided if you had a physician advisor 
and determine the cost-benefit ratio. 
“Look at the volume and where the 
need is and decide if it would be best 
to outsource the job or to hire from 
within,” Focke says.

Physician advisors have the 
expertise and the clout to help case 
managers ensure that patient status is 
correct on the front end but they can 
do so much more, Lamkin says.

Physician advisors typically serve 
on hospitals’ utilization management 
committee, and oftentimes chair the 
committee, Lamkin says.

“The utilization management 
is one of the most important 
committees in the hospital as 
they begin to look at how billing 
is affected by the medical staff or 
clinical practice. The physician 
advisor should sit on the committee 
and look at trends in denials 
and discuss the situations with 
the committee and then provide 
education for the physicians,” she 
says.

The case management department 
should provide the infrastructure and 
resources required by the Medicare 
Conditions of Participation to 

“WE 
RECOMMEND 

THAT HOSPITALS 
IDENTIFY 

SOMEONE ON 
THE MEDICAL 

STAFF OR IN THE 
COMMUNITY 

WHO ALREADY 
KNOWS THE 

HOSPITAL 
MEDICAL STAFF 

AND HAS 
CREDIBILITY 
WITH OTHER 
PHYSICIANS.”
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support the utilization management 
committee, Lamkin says.

For instance, the department 
should provide someone to send out 
notices of meetings, create an agenda, 
pull together any data needed, and 
coordinate identification of cases to 
be reviewed, Lamkin says.

In addition, the case management 
department should be tracking 
quality information, denials, 
avoidable days, and other data 
and reporting any patterns to the 
utilization management committee.

“Every case management 
department should have an analyst 
who developed trending score cards 
and dashboards so the physician 

advisor has all the information 
needed to have an effective meeting, 
and data that enables the committee 
to identify areas for improvement,” 
she says.

The physician advisor should 
be involved with managed care 
contracting and work with the 
contracting department to ensure the 
terms of contracts are friendly to the 
hospital and can be executed, Lamkin 
says.

They are the best people to 
negotiate with private payers when 
there is a disagreement on bed status 
or continuing an inpatient stay, she 
says.

They can assist the clinical 

documentation improvement staff 
in obtaining documentation that 
supports the level of care needed and 
the need for services the patients 
received and educate other physicians 
on the need for documentation.

Physician advisors can be the case 
management department’s ally in 
convincing the hospital management 
to add staff positions, Focke says.

“Physician advisors can be 
the interface between hospital 
leadership and the case management 
department and can help the hospital 
administrators understand the value 
of case management and why case 
managers are critical to the hospital’s 
bottom line,” Focke says.  n

When questions arise, physician advisors are 
there with the answers
Robust program helps hospitals comply with payer requirements

A t DCH Health System in 
Tuscaloosa, AL, the duties of the 

seven part-time physician advisors 
are growing and run the gamut from 
reviewing patient status to assisting 
with documentation improvement 
to reducing unnecessary resource 
utilization.

“In recent years, the physician 
advisor program has grown 
tremendously. Our hours and our 
responsibilities have expanded. We’ve 
gone from mostly conducting status 
reviews to performing a variety of 
administrative duties that help ensure 
that the hospitals in the health system 
are appropriately reimbursed for the 
services they provide,” says George W. 
Nunn, MD, lead physician advisor 
for the three-hospital system.

Nunn, who was a general surgeon 
and served DCH Health System as 
medical director of the trauma service 

for 39 years, was offered the physician 
advisor position when he retired. 
Originally, Nunn worked three hours 
a day, reviewing Medicare admissions.

DCH Health System draws 
patients from 14 mostly rural 
counties and serves as the sole 
provider for the area, says Carolyn 
Hamilton, MS, RN-BC, CDDS, 
CPHQ, corporate director of care 
management. The system’s flagship 
hospital, Regional Medical Center, is 
an academic medical center with 583 
beds. Other hospitals in the system 
include Northport Medical Center, a 
community hospital with 204 beds, 
and Fayette Medical Center, with 62 
acute beds, 10 swing beds and a 122-
bed skilled nursing unit.

Until about a year ago, DCH 
Health had five part-time physician 
advisors: Nunn and another retired 
physician, two physicians in 

independent practice, and a specialist 
in infectious disease.

“The program was light years 
ahead of many hospitals in growing 
the physician advisor practice with 
known physicians for support. The 
physician advisor role was used very 
aggressively for status assignment. 
We’ve expanded the program and 
added new responsibilities to the 
physician advisor role,” says Donna 
Hopkins, MS, RN, CMAC, vice 
president at Novia Strategies, a 
national healthcare consulting firm, 
who has been consulting with DCH 
Health System since late 2014.

Today, the health system has seven 
physician advisors who cover the 
three hospitals in the system from 9 
a.m. to 5 p.m. weekdays and for six 
hours a day on weekends.

“As well as adding more physician 
advisors, the administration has 
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EXECUTIVE SUMMARY

DCH Health System’s seven part-time physician advisors perform a variety of 

tasks to help ensure that the hospitals are appropriately reimbursed and that 

patients move smoothly through the continuum of care .

• They work with care managers on patient status and also assist with 

documentation, writing medical necessity appeals, resource utilization, and 

patient throughput .

• They attend daily transition rounds with the nurses, care managers, and 

social workers, and participate in weekly long-stay rounds and capacity rounds 

in the ICU and acute cardiac care .

• The health system brought in experts to educate the physician advisors, 

sent them to educational symposia, and pays for membership in professional 

organizations .

approved adding more case managers 
and social workers. They see the 
importance of having knowledgeable 
staff review the admission at the time 
the patient presents in the emergency 
department or prior to elective 
procedures in instead of making 
changes later,” Nunn says.

At DCH Health System, the 
physician advisor role now involves 
far more than just patient status 
reviews, Hamilton says. “Not only are 
they advocates for case managers and 
a liaison between case management 
and the physician staff, they’re also 
advocating for nursing with the other 
medical staff,” Hamilton says.

The physician advisors still work 
with care managers on patient 
status but they also assist with 
documentation, writing medical 
necessity appeals, resource utilization, 
and patient throughput.

The physician advisors attend daily 
transition rounds with the nurses, 
care managers, and social workers, 
and participate in weekly long-stay 
rounds. “On daily transition rounds, 
the physician advisor educates the 
nursing staff on various medical 
issues and explains how certain 
medical problems affect the patient 
and long-term care. The nursing staff 

inform the physician assistant of 
the daily care and treatment of the 
patient, planned care for that day, and 
discharge plans, including discharge 
placement and follow-up of the 
patient,” Nunn says.

One of the physician advisors 
attends capacity rounds in the ICU 
and acute cardiac care unit and assists 
the attending physicians on moving 
patients to the next level of care to 
improve patient flow.

When any of the hospitals 
approach capacity, the physician 
advisors are alerted early in the 
morning to work with the attending 
physicians to open beds when patients 
can be safely discharged or moved to 
another level of care.

One of the physician advisors is 
the medical director for the clinical 
documentation improvement 
program area and works with the 
medical staff on providing the 
details the clinical documentation 
improvement specialists need to 
give an accurate picture of patients’ 
conditions and the care they receive.

“Clinical documentation 
improvement is huge. One of our 
physician assistants works one-to-one 
with physicians on documentation 
improvement,” Hamilton says.

Hamilton meets with the 
physician advisors for an hour every 
week to discuss any issues that have 
come up in the past week. All of the 
physician advisors meet for an hour 
monthly to discuss trends and issues 
and also attend a monthly utilization 
review committee meeting.

Hopkins’ team assisted DCH 
Health in developing score cards 
for the various services, including 
the emergency department, case 
management, clinical documentation 
improvement, medical records, and 
the medical staff and nursing units. 
At present, claims data is uploaded 
into a proprietary program but the 
ultimate goal is for the hospital 
system to develop its own database, 
Hopkins says.

The physician advisors share 
information on metrics and issues 
such as length of stay, timely 
discharge, transferring inpatients 
to an appropriate level of care, and 
readmission issues with the other 
physicians, Nunn says.

“Resource utilization is becoming 
a major focus as we move toward 
Medicare spending per beneficiary, 
bundled payments, and other 
initiatives,” Hamilton says. “The 
physician advisors have been a crucial 
component in helping us identify 
problematic practice patterns such 
as orders for unnecessary procedures 
or procedures that can be performed 
on an outpatient basis. They counsel 
the medical staff when there are 
procedures that can be done in 
another setting,” she says.

As the physician advisor program 
expanded, the hospital system 
brought in speakers to educate the 
physicians on government and private 
payer regulations and sent some of 
the physician advisors to off-site 
training symposia.

“We realized early on that the 
physician staff needed more education 
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AN INPATIENT 
ADMISSION IS 
NOW DEFINED 
AS A PATIENT 
REQUIRING A 

HOSPITALIZATION 
THAT SPANS 

AT LEAST TWO 
MIDNIGHTS.

Making the Two-Midnight Rule Work for You
By Toni Cesta, PhD, RN, FAAN

Introduction

The Two-Midnight Rule was introduced by CMS in 
August 2013. After almost three years, hospitals, 
case managers, and physicians still struggle with 

how to implement it while remaining compliant and 
fiscally sound.

The final rule, under the Inpatient Prospective Payment 
System (IPPS), was introduced as the new Medicare 
inpatient payment standard. In part, 
it stated that surgical procedures, 
diagnostic tests, and other treatments 
are generally appropriate for inpatient 
hospital payment under Medicare Part 
A only when the physician expects the 
patient to require a stay that crosses at 
least two midnights, and the physician 
admits the patient to the hospital based 
on that expectation. The rule applies to 
Medicare only in acute care hospitals, 
critical access hospitals, long-term care 
hospitals, and inpatient psychiatric 
hospitals.

Sounds simple, right? While it sounds 
simple, it has been extremely difficult to implement, 
leaving physicians and others confused about levels of care, 
admission status, and medical necessity. This month, we 
will talk about the fundamentals of the rule as well as how 
you, as a case manager, can best support this process in 
your hospital.

What is an Admitted Patient?
Prior to the Two-Midnight Rule, the Medicare program 

defined an inpatient as a patient who is formally admitted 
to the hospital with the expectation that he or she will 
remain at least overnight and occupy a bed. The physician 
was responsible for deciding whether the patient needed 

to be admitted to the hospital. The Two-Midnight Rule 
changed this expectation from clinical to time-based. An 
inpatient admission is now defined as a patient requiring a 
hospitalization that spans at least two midnights. The two-
midnight timeframe starts at midnight of the first calendar 
day the patient is in the hospital bed and continues to the 
second midnight. An admission no longer relates only to a 
physician’s clinical judgement but also to timeframes. The 

two-midnight presumption starts with the 
inpatient order and formal admission. In 
addition, the order must be written by a 
qualified physician or practitioner with 
“sufficient knowledge” of the patient’s 
condition. Qualified practitioners 
include those with admitting privileges 
including medical residents, physician 
assistants, or nurse practitioners. In 
the case of emergency department 
physicians, if your ED physicians do 
not have admitting privileges, the order 
must be counter-signed by an admitting 
physician prior to the patient’s discharge.
An admitting physician order cannot 

admit the patient to a location such as “2 West” or 
“telemetry,” as this is no longer acceptable. Rather, the 
physician order must say “admit as an inpatient,” “admit 
for inpatient services,” or similar language.

Certification of the Admission
The physician is also expected to certify that the services 

were reasonable and necessary, including a medical reason 
for the inpatient admission. The physician must include 
an expected length of stay, a plan of care, and a plan for 
post-hospital care. CMS also noted that, in general, “good 
medical record documentation may fulfill components 
required for certification.” Certification begins with the 
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inpatient admission order that must 
be completed, signed, dated, and 
documented prior to the patient’s 
discharge. CMS does not provide 
nor expect any specific format or 
procedure for certification, but that 
the components can be found in the 
medical record.

CMS’s No-Nonsense 

Approach
Under the Two-Midnight Rule, 

CMS assumes that a hospital stay 
of at least two midnights qualifies 
as an inpatient stay; however, it 
has also made some other factors 
clear. CMS quite openly stated that 
Medicare auditors are to “watch out” 
for hospitals and physicians who 
are gaming the system to generate 
inpatient stays. This was in response 
to some talk about hospitals that 
thought they might just admit most 
patients for two midnights, as CMS 
might overlook these. Not true! 
Conversely, some hospitals went 
in the other direction, placing all 
potential admissions into observation 
status and then upgrading them later, 
also thinking that this might fly under 
the CMS radar. Also not true.

The best way to deal with CMS 
and the Two-Midnight Rule is to 
follow the rule and do the right thing 
on behalf of the patient. This means 
placing the patient into the level of 
care that is clinically appropriate to 
them, period.

Role of Medical 

Necessity Criteria
CMS has never dictated which 

set of level-of-care criteria a hospital 
should use; rather, it has always left 
it up to the individual hospital to use 
whatever set of criteria — purchased 
or homegrown — that it prefers. 
At the time the new rule came out, 

CMS explained the use of criteria 
in the following way: It expected 
that most hospitals would no longer 
use established criteria such as 
InterQual or Milliman, but would 
look to the physician’s expectation 
of a two midnight or longer hospital 
stay to guide their level-of-care 
determination. CMS explained that 
the expected length of stay and the 
patient’s underlying medical necessity 
for hospital care must be supported in 
the medical record by such factors as 
history and comorbidities, severity of 
signs and symptoms, current medical 
needs, and risk of adverse events.

This language left substantial 
differences in interpretation among 
hospitals, physicians, and auditors.

Basic Guide for Case 

Managers Using the 

Two-Midnight Rule
The following will give you and 

your admitting physicians some 
guidance in your decision-making 
process around the Two-Midnight 
Rule:

• 1 emergency department 
midnight + 1 inpatient midnight = 
inpatient admission

• 1 observation midnight + 1 
inpatient midnight = inpatient 
admission

• 2 inpatient midnights = inpatient 
admission

• 2 observation midnights = 
observation service

Exceptions to the Rule
As with any rule, the Two-

Midnight Rule has some exceptions. 
CMS describes these as “unforeseen 
circumstances” and allow some wiggle 
room for hospitals as far as the rule 
is concerned. The exceptions are as 
follows:

• a shorter length of stay than the 

physician’s original expectation that 
the patient would require a two-
midnight stay (unforeseen recovery);

• death;
• transfer;
• departure against medical advice;
• election of hospice care.
In the case of any of the above, 

the claim may be considered 
appropriate for hospital inpatient 
payment. This, however, is not a 
guarantee and may be subject to 
audit. The physician’s expectation 
and any unforeseen interruptions 
in care must be documented in the 
medical record.

Inpatient-only surgeries are 
another exception to the rule. If the 
patient’s surgical procedure is on 
the CMS “inpatient only” list, then 
these admissions do not require two 
midnights in the hospital. In fact, 
there are no time expectations for 
inpatient-only surgeries.

Things that Haven’t 

Changed
The misguided rule about three 

inpatient midnights to qualify for 
a skilled nursing placement has not 
changed. Patients who are expected 
to be placed in a skilled nursing 
facility still require a three-night 
stay in the hospital. Emergency 
department or observation 
midnights do not count toward 
meeting the CMS skilled nursing 
facility inpatient stay regulation.

Are You Obligated to 

Self-Audit?
Hospitals have an obligation to 

self-audit inpatient claims as part of 
the Patient Protection and Affordable 
Care Act. Any “overpayment, defined 
as any funds that a person receives 
or retains under the Medicare or 
Medicaid programs is not entitled to 
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receive.” It is particularly important 
that hospitals self-audit short-stay 
admissions to ensure that they 
adhere to the rules discussed above. 
A sample of 10 to 20 records a 
month is advised, as well as a plan 
of correction should patterns be 
discovered.

Condition Code 44
Despite the longevity of 

Condition Code 44, confusion still 
remains around this billing status. 
Hospitals may only use Code 44 if 
the following requirements are met. 
Your utilization review committee 
should have a policy and a process 
for adhering to these requirements:

Criteria for Changing Patient 
Status:

• The utilization review 
committee determines that a patient 
was admitted erroneously.

• The patient status change is 
made prior to the patient’s discharge.

• The hospital has not submitted 
a claim to Medicare for the inpatient 
admission.

• A physician responsible for 
the care of the patient occurs with 
the utilization review committee’s 
decision.

• The patient must be notified in 
writing of the change in status.

One physician member of 
the utilization review committee 
may make the determination for 
the committee that the inpatient 
admission was not medically 
necessary if that physician is 
different from the “concurring” 
physician. This physician member 
of the utilization review committee 
must be different from the physician 
responsible for the care of the 
patient. If the hospital changes the 
patient’s status, then the treating 
physician should make a similar 
change to make the hospital 

and physician claim submission 
consistent.

The hospital may not change 
the patient’s status without the 
involvement of the utilization review 
committee and the concurrence of 
the physician of record. This means 
that they cannot change the patient 
from inpatient to outpatient unless 
the above process is followed.

If Condition Code 44 is 

Not Used
Should the patient be discharged 

prior to the use of the Condition 
Code 44 process, or should the 
physician of record not agree with 
the decision to revert the inpatient 
admission to observation, then 
the hospital can bill under Part B 
for some of the services that were 
provided. This process is sometimes 
known as “Provider Liable” or “Part 
B Billing.” Because billing is more 
limited under Part B, it is always 
better to place the patient in the 
right status from the beginning, or if 
that fails, to use Condition Code 44. 
Billing Part B should always be used 
as a last resort. CMS will allow Part 
B payment of all hospital services 
that were furnished and would have 
been reasonable and necessary if the 
beneficiary had been treated as an 
outpatient rather than admitted as 
an inpatient.

Scope of Part B Inpatient 
Billing:

• services paid under Outpatient 
Prospective Payment System (OPPS) 
that do not require outpatient status;

• PT/OT speech language 
pathology services;

• ambulance services;
• non-implantable DME, 

prosthetics, and orthotics;
• clinical diagnostic laboratory 

services;
• screening and diagnostic 

mammography services;
• annual wellness visit.

2016 OPPS Rules
In the 2016 rules, the Two-

Midnight Rule remained essentially 
the same. Some flexibility was added 
related to “acceptable” inpatient 
admissions that did not span two 
midnights. CMS expects these to 
be rare and will monitor and review 
them, if necessary.

Acceptable One-Day Stays:
• depends on judgment of 

physician;
• depends on documentation to 

justify the stay.
CMS will consider the following:
• severity of the signs and 

symptoms exhibited by the patient, 
and

• medical predictability of adverse 
events.

Audits
Another change in 2016 is the 

move from the Recovery Audit 
Contractor review of two-midnight 
stay compliance to the Quality 
Improvement Officers (QIOs). 
Seen by CMS as a positive change, 
it is even more important that you 
remain as compliant as possible. In 
order to ensure compliance, you 
need to educate physicians and case 
management staff as to what the 
Two-Midnight Rule means and your 
process to ensure compliance.

Claims to be reviewed will be 
submitted to the QIO on a monthly 
basis by CMS. No inpatient-only 
procedures will be reviewed. In 
addition, 10 claims will be reviewed 
biannually for smaller hospitals. For 
larger hospitals, 25 claims will be 
reviewed biannually. Hospitals have 
45 days to submit their records for 
the biannual review.

For determination of medical 
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necessity, the QIO will use one of 
the commercial screening tools such 
as InterQual and will use physician 
reviewers when a review fails to meet 
the initial screen. Physician reviewers 
will use their best medical judgment 
to determine the medical necessity of 
the admission. They will specifically 
look at the application of the Two-
Midnight Rule benchmarks. If they 
deem it necessary, they will perform 
quality of care and coding validation 
reviews as well.

If your hospital has a lower than 
10% error rate and no pattern of 
errors, this is considered of minor 
concern. Moderate concern is defined 
as an error rate of 10-20%. Major 
concern is defined as an error rate of 
greater than 20%.

Case Managers are 

Patient Advocates
One of our guiding principles 

as case managers is that of patient 
advocate. This advocacy applies to 
clinical issues as well as financial 
ones. There has been a lot of concern 
raised by organizations representing 
the Medicare population because of 
the increased financial liability to 
Medicare patients as it relates to the 
Two-Midnight Rule. In general, many 
Medicare patients are particularly 
confused about billing and rebilling 
for Part A versus Part B. For this 
reason, case managers must work to 
ensure that their patients are in the 
correct level of care at all times.

The issue of greatest concern is the 
increased liability for the 20% Part 
B copay and 100% of the cost for 
self-administered drugs. Even patients 
receiving ICU services are not 
considered appropriate for inpatient 
admission unless the physician 
expects the patient to stay at least two 
midnights. This can potentially lead 
to very large copays for patients.

Another area of confusion 
surrounds the three-midnight 
qualifying stay for skilled nursing 
home placement. The time spent 
in the hospital receiving outpatient 
services counts toward the Two-
Midnight Rule benchmark for 
admission purposes, but does not 
count toward the required three-day 
inpatient stay for skilled nursing 
placement.

When patients are billed for Part 
B only, any coinsurance or deductible 
collected regarding the Part A claim 
must be refunded to the patient. Per 
CMS, hospitals cannot offset the 
patient’s Part B liability against their 
Part A deductible, nor can they waive 
the Part B beneficiary liability for 
copayments and non-covered items 
and services.

Two-Midnight Rule Compliance 
Strategies:

1. The first thing to do in order 
to ensure compliance in your 
organization is to re-educate the 
hospital staff. The following list of 
employees is recommended:

• physicians;
• high volume admitters;
• ED physicians;
• hospitalists;
• intensivists;
• chief medical officer;
• physician advisors;
• case managers;
• nursing supervisors;
• bed board nurses;
• key nursing staff;
• utilization review committee 

members;
• clinical documentation 

improvement staff;
• transfer center nursing staff.
Your key collaborators in 

maintaining compliance are the 
physicians, case management staff, 
and appropriate nursing staff.

2. In terms of compliance, it is 
also about timing. After the patient 

has passed the first midnight, a 
decision should be made as to 
whether to admit or discharge the 
patient. Your process needs to be very 
tight, and patients cannot be missed 
in this process.

3. Be sure to develop and/
or review written procedures for 
implementation of the Two-Midnight 
Rule and Condition Code 44.

4. Place hard stops in 
computerized physician order entry 
systems to ensure that the admission 
order and discussion of expected 
length of stay are included.

5. If your computerized physician 
order entry system is not completely 
in place, encourage your physicians 
to use terms such as “admit to 
inpatient,” “admit as inpatient,” or 
“admit for inpatient services.”

6. Implement a case management 
process to assist physicians in 
managing patient status to effectively 
transition patients to either inpatient 
status or discharge when placed in 
observation.

7. Review all inpatient admissions 
with average length of stay of less 
than two midnights to understand 
trends in short stays.

8. Ensure that all hospital and 
medical staff policies on admitting 
privileges and verbal orders match the 
requirements of the Two-Midnight 
Rule.

9. Ensure optimal use of physician 
advisors.

10. Monitor changes in Medicare 
regarding inpatient status and medical 
necessity.

Summary
While the Two-Midnight Rule 

can be confusing to staff and patients 
alike, if you implement and hardwire 
your processes you will be more 
likely to maintain compliance going 
forward.  n



78   |   HOSPITAL CASE MANAGEMENT / June 2016 HOSPITAL CASE MANAGEMENT / June 2016   |   83

on the Two-Midnight Rule and the 
other changes that are occurring. 
The hospital brought in an expert 
physician consultant from Novia 
to work with the medical staff, 
physician advisors, and the emergency 
department staff on the Medicare 
Access and CHIP Reauthorization 
Act of 2015 (MACRA) and what it 
will mean to them, the Two-Midnight 
Rule, and observation management,” 
Hopkins says.

The continuing education and 
development program for the 
physician advisors is ongoing, 

Hamilton says.
“The physician advisors are 

included in every set of education we 
provide for the case managers. We 
have sessions on resource utilization, 
Medicare spending per beneficiary, 
changes in CMS and commercial 
payer regulations, and all of the other 
issues that can impact the bottom 
line for the hospital, and patients,” 
Hamilton says.

In addition, the health system has 
purchased memberships for all the 
physician advisors in the American 
College of Physician Advisors and 

the American Case Management 
Association and encourages them 
to go to educational conferences, 
Hamilton says.

In the beginning, the physician 
advisors received 50 to 60 referrals 
a day for patient status reviews, 
Nunn says. “Now referrals are 
down to 15 to 20 a day. The case 
managers realize they have the 
autonomy to recommend the 
patient status and the physicians 
have become knowledgeable about 
the requirements of CMS and 
commercial payers,” he says.  n

When patients are stressed, in pain, suggest 
palliative care
CMs can play a key role in improving quality of life

As they coordinate care for complex  
 and seriously ill patients, hospital 

case managers can take a key role in 
identifying patients who may benefit 
from palliative care and referring them 
for a palliative care consultation, says 
R. Sean Morrison, MD, director of 
the National Palliative Care Research 
Center and professor of geriatrics and 
palliative medicine at Icahn School of 
Medicine at Mount Sinai in New York 
City.

Palliative care is a relatively 
new medical team that focuses on 
improving the quality of life for 
patients with serious illness, Morrison 
says. “Palliative care provides an 
added layer of support for patients by 
identifying and treating distressing 
symptoms, helping the patient and 
family articulate their goals for medical 
treatment, and working to match the 
treatment patients receive to those 
goals,” he says.

Palliative care can benefit patients 
with serious illnesses at any stage, and 

should be considered for any patients 
who frequently are in and out of the 
hospital, says Joseph D. Rotella, 
MD, MBA, HMDC, FAAHPM, 
chief medical officer of the American 
Academy of Hospice and Palliative 
Medicine.

“When patients have serious 
medical problems, whether near the 
end of life or not, they suffer a lot of 
related symptoms and stress and so 
does their family. When we address 
this suffering while treating their 
medical problems, patients do much 
better,” Rotella says.

In addition to controlling pain and 
other physical symptoms, palliative 
care relieves depression and anxiety 
and provides support and spiritual 
help for the family and other caregivers 
as well as the patient, Rotella says.

“When patients have an illness 
that is having an impact on their lives 
and causing them and their family 
members to suffer, case managers 
should think about palliative care 

and ask for a consultation from the 
palliative team,” Rotella adds

Palliative care is provided in 
conjunction with medical treatment, 
adds Linda Sallee, RN, MS, CMAC, 
ACM, IQCI, director for Huron 
Healthcare, headquartered in Chicago.

When patients are admitted to the 
hospital, the treatment team’s goal 
is to diagnose them, treat them, and 
discharge them. The team is concerned 
with getting the patient past the crisis, 
focusing on meeting the needs of the 
whole person, Sallee adds.

“Palliative care providers look at 
the patient from a broader perspective 
and focus on treating symptoms that 
may not go away as well as providing 
the emotional support that patients 
and family members need,” Sallee 
adds.

Case managers can play a valuable 
role in ensuring that the care 
patients receive from all providers 
is coordinated and that the primary 
treatment team and the palliative care 
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team know what the other team is 
doing, Rotella says.

“When patients are receiving care 
from specialists, such as an infectious 
disease team or an oncology team, 
and a palliative care team, someone 
needs to bring all of the medical care 
into alignment. Case managers have 
the skills to coordinate with all of the 
clinicians and can be invaluable in 
making sure everybody is on the same 
page,” Rotella says.

Makeup of the palliative care team 
varies by hospital, Rotella points out. 
A medical specialist, a nurse who also 
acts as a case manager, a social worker, 
and a spiritual counselor typically 
make up the core team.

At Montefiore Health System, 
the palliative care team includes an 
art therapist and a music therapist in 
addition to the core team, says Peter 
Selwyn, MD, MPH, director of the 
palliative care program and chair 
of the Department of Family and 
Social Medicine at Montefiore Health 
System in Bronx, NY.

At Mount Sinai, the teams include 
palliative care social workers, who 
are specialists knowledgeable about 
community resources for complex 
patients and assist the case managers 
on the floor with discharge planning, 
Morrison says.

“The palliative care population 

EXECUTIVE SUMMARY

Case managers are in a good position to recognize patients who have serious 

medical problems that are causing them and their family members stress, and 

refer them for a palliative care consultation, experts say .

• The palliative care team coordinates with the team providing medical care 

and helps control pain and other physical symptoms, relieves depression and 

anxiety, and provides support and spiritual help for the patient and family .

• The core palliative care team typically includes a medical specialist, a nurse 

who also acts as a case manager, a social worker, and a spiritual counselor .

• Palliative care improves outcomes and patient satisfaction when patients 

have a consultation early in the stay or even in the emergency department .

represents less than 10% of the 
average case manager’s caseload, which 
means that 90% of the patients case 
managers deal with every day are 
not seriously ill with complex needs. 
Patients with palliative care needs 
make up 100% of the caseload of the 
palliative care social workers. Like 
the rest of the palliative care team, 
they are an added layer of support for 
patients and families,” he says.

Hospice and palliative care are not 
interchangeable terms, Selwyn points 
out. “Patients eligible for hospice 
services need to have an estimated 
prognosis of less than six months. 
There is no such strict eligibility 
criteria for palliative care. Patients 
with chronic progressive illness, 
with loss of function, pain, or other 
symptoms or otherwise suffering from 
serious illness, may all benefit from 
palliative care along with their families 
and caregivers,” he says.

Patients don’t have to give up 
disease-specific therapy in order to 
receive palliative care, Selwyn adds. 
“The palliative care team focuses 
on improving the quality of life for 
patients and their families, providing 
comfort and support in conjunction 
with any ongoing disease-specific care 
that may be offered, depending on the 
patient- and family-defined goals of 
care. Our goal is to help people have 

the best quality of life they can when 
they are dealing with serious medical 
problems,” he says.

Hospice services are a subset of 
palliative care, Rotella says. “Palliative 
care providers address the emotional, 
physical, spiritual, and social needs 
people have whether they have a 
serious illness they will have to live 
with for years, or are facing the last 
days of life,” he says.

“When people get near the end of 
life and are eligible for hospice, the 
focus is usually primarily on palliative 
care and comfort. They may receive 
treatments for their underlying 
medical problems if they will improve 
the quality of life, but the focus is not 
on a cure,” he says.

Palliative care helps control pain, 
shortness of breath, and physical 
symptoms for patients in addition to 
relieving depression and anxiety and 
providing spiritual help for patients 
and family members. It also provides 
assistance for psychosocial needs 
such as help with financial issues or 
identifying community resources, 
Rotella says.

The inpatient treatment team 
concentrates on managing the acute 
problem for which the patient was 
admitted while the palliative care 
team helps the patient cope with the 
effects of the illness and its treatment, 
including pain, anxiety, and other 
symptoms. “We help with whatever 
problems matter to the patient, 
including financial issues and assisting 
with practical resources,” Rotella says.

In some hospitals, palliative care 
goes under a different name such as 
comfort care or the supportive care 
team. “People may confuse hospice 
and palliative care. We don’t want 
people to be afraid to receive palliative 
care at any point in a serious illness 
because they mistakenly think it is 
only when they are nearing the end of 
life,” Rotella says.  n
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The sooner patients receive palliative care, the 
better the outcomes
ED consultations help identify patients’ goals

When medical providers address 
the stress and other suffering 

patients are experiencing along with 
their medical needs, patients tend 
to do much better. That’s where 
palliative care can be an valuable 
adjunct to medical treatment. The 
earlier in the stay there’s a palliative 
care consultation, the better it is for 
everyone, says Peter Selwyn, MD, 
MPH, director of the palliative care 
program and chair of the Department 
of Family and Social Medicine at 
Montefiore Health System in Bronx, 
NY.

Palliative care is most effective 
when a consultation occurs shortly 
after admission or even in the ED, 
Selwyn says.

“For urgent, unplanned 
admissions, if we can have a timely 
consultation and intervention in the 
emergency department, we can get 
a sense of the patient’s and family’s 
goals and wishes so we can have a 
plan in place from day 1. Palliative 
care consultations in the emergency 
department or early in the stay can 
have a big influence on quality and 
appropriateness of care, patient and 
family satisfaction, and the length of 
stay,” he adds.

Often, survival increases when 
patients receive palliative care in 
combination with cancer treatment, 
says R. Sean Morrison, MD, director 
of the National Palliative Care 
Research Center and Professor of 
Geriatrics and Palliative Medicine at 
Icahn School of Medicine at Mount 
Sinai in New York City.

“We have found that if palliative 
care gets involved within two days 

of admission, the savings are greater. 
And the more seriously ill the patients 
are, the greater the cost savings,” 
Morrison says.

A research study at the Icahn 
School of Medicine determined that 
palliative care helps reduce utilization 
among very complex, seriously ill 
patients with high psychosocial needs. 
Morrison was the lead author of the 
study that compared a treatment 
group of advanced cancer patients 
with numerous comorbidities from 
six hospitals who were seen by a 
palliative care team with a group who 
received the usual care.

The study found that costs for the 
group that received palliative care 
were, on average, 22% lower than 
those who did not receive a palliative 
consultation. In addition, the study 
showed the patients with the highest 
number of comorbidities had up to 
a 32% reduction in costs when they 
received palliative care.

Palliative care improves patients’ 
quality of life but also provides 
value to the hospital, Morrison 
says. Palliative care at Mount 
Sinai Hospital receives high scores 
on patient satisfaction surveys, 
particularly among cancer patients, 
he says.

At Montefiore Medical Center, 
palliative care assessments often begin 
in the ED. The nursing and physician 
staff as well as the social worker 
dedicated to the ED have been 
trained to identify patients who may 
be eligible for palliative care and to 
begin the discussion with the patient 
and their families, Selwyn says.

The palliative care program at 

Montefiore has a full-time staff 
who are available to consult with 
emergency department clinicians 
as needed. Team members alternate 
being on call 24 hours a day, seven 
days a week, and perform about 3,000 
palliative care consultations each year.

“We don’t have any strict criteria 
to identify patients for a consultation, 
but rely on the impression of the 
emergency department clinical staff 
as to patients who could benefit 
from a palliative care consultation. 
If the patient or family decide the 
next step is palliative care or hospice 
care and consistent with their goals, 
we may admit the patient directly to 
the palliative care unit or call in the 
hospice provider to enroll the patient 
in hospice care,” Selwyn says.

In some instances, if the emergency 
department staff determines that 
patients would not benefit from being 
in the ICU, they may be diverted to 
the palliative care unit, depending on 
the wishes of the family, he says.

Mount Sinai Hospital also takes 
a proactive approach to identifying 
patients who qualify for palliative care, 
Morrison says. In order to facilitate 
a referral for palliative care as soon as 
possible, the Mount Sinai palliative 
care team has educated ED physicians 
on communication skills that will 
enable them to talk to patients about a 
serious illness.

 In addition, emergency medicine 
residents spend time on the palliative 
care service, and three palliative 
medicine specialists are embedded 
in the ED and routinely see people 
who come in with advanced serious 
illnesses.  n
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It’s the law: Inform patients about observation
Written, oral notification is required

CMS backs off cuts due to Two-Midnight Rule
Agency also delays release of hospital quality star ratings

Beginning Aug. 6, hospitals and 
critical access hospitals must to 

provide a written notice and an oral 
explanation when patients receive 
observation services for more than 24 
hours. The notice must be provided no 
later than 36 hours after observation 
services begin.

The Notice of Observation 
Treatments and Implications for Care 
Eligibility Act (the NOTICE Act), 
which was passed by Congress in July 
2015, sets the effective date as one year 
after it was signed into law by President 
Obama on Aug. 6, 2015.

In the Inpatient Prospective Payment 
System (IPPS) proposed rule, CMS 
announced that it has developed a 
standardized notice, the Medicare 
Outpatient Observation Notice 
(MOON), to ensure that hospitals 
inform the patients in the same way. 
CMS submitted an English version to 
the Office of Management and Budget 
for approval and intends to develop a 
version of the notice in Spanish as soon 
as the English version is approved.

The notice must explain that the 

person receiving observation services 
is an outpatient and has not been 
admitted to the hospital and must 
include the reason patients are receiving 
observation services. It must explain 
the implications of receiving outpatient 
services, include the potential out-of-
pocket costs, and how an observation 
stay affects the eligibility requirements 
for Medicare to cover a skilled nursing 
facility stay.

Hospitals are required to provide 
an oral explanation of what the notice 
means, preferably at the same time the 
written notice is delivered.

The notice must be signed by the 
patient or a person acting on his or her 
behalf. If the signature is refused, the 
staff member who presented the notice 
must sign a certification statement that 
includes the time and date the notice 
was presented.

The proposed rule says hospitals are 
responsible for providing translators, 
interpreters, or assistive technology to 
ensure that all patients can understand 
the notice.

Some states already require a 

written notice of observation services, 
but CMS is requiring it nationwide. 
(For more information on observation 
services versus an inpatient admission, see 
the April 2016 issue of Hospital Case 
Management.)

Delivery of the notice should not 
be the responsibility of case managers, 
but should be handled by patient 
access since the law requires hospitals 
to give patients information on their 
financial responsibilities, says Toni 
Cesta, RN, PhD, FAAN, partner and 
consultant in North Bellmore, NY-
based Case Management Concepts.

“If patients have questions about 
their insurance coverage, the case 
managers will have to call patient 
access,” she adds.

However, Cesta predicts that 
case management will wind up with 
the responsibility of delivering the 
MOON, just as the department 
typically is charged with delivering the 
Important Message from Medicare. 
“When hospitals don’t know what to 
do with something, it’s usually handed 
to case management,” she says.  n

Faced with widespread criticism from 
the hospital industry and others, 

CMS proposed dropping the 0.2% 
reduction in hospital reimbursement 
due to the Two-Midnight Rule and 
delayed posting the overall hospital 
quality star ratings on the Hospital 
Compare website.

In the IPPS Proposed Rule for Fiscal 
2017, CMS proposed to permanently 
remove the reduction. In addition, CMS 
announced its intention to adjust the 

payment rates for fiscal 2017 by 0.6% to 
make up for the reduction in payments 
for fiscal 2014-2016. The proposal does 
not change the requirements of the Two-
Midnight Rule; the actual rule remains 
in force.

CMS has also announced that it will 
delay posting the overall hospital quality 
star ratings on the Hospital Compare 
website until at least July. It also 
postponed updating Hospital Compare 
data, scheduled for April 21-May 2. In 

addition to updates on current data, 
the release would include new measures 
from the Inpatient Psychiatric Hospital 
Program and ambulatory surgery 
centers.

When it announced the 0.2% 
reimbursement cut, CMS claimed 
that under the Two-Midnight 
Rule, the number of patients who 
are admitted as inpatients would 
increase, resulting in $220 million in 
additional reimbursement to hospitals 
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each year. Their calculations were 
disputed by several studies, including 
one commissioned by the American 
Hospital Association (AHA).

A coalition of hospitals and hospital 
associations led by the AHA filed a 
lawsuit in April 2014 challenging the 
0.2% reduction, and a separate suit 
challenging the Two-Midnight Rule 
itself. The suit challenging the 0.2% 
reduction was consolidated with several 
other similar lawsuits by the federal 
court.

“CMS believes the assumptions 
underlying the 0.2% reduction were 
reasonable at the time they were 
made … However, in light of recent 
reviews and the unique circumstances 
surrounding this adjustment, for 
fiscal 2017, CMS is proposing to 
permanently remove this adjustment 
and also its effects for fiscal 2014, 
2015, and 2016 by adjusting the fiscal 
2017 payment rates,” according to the 
proposed rule.

“Today’s rule includes a very 
important outcomes because it reverses 
the inappropriate and unfair 0.2% 
payment reduction for inpatient services 
that was implemented as part of the 
original ‘two midnight’ policy. The 
AHA successfully challenged CMS’ 
interpretation through the courts to 
convince them to restore the resources 
that hospitals are lawfully due,” AHA 
President and CEO Rick Pollack said 
in a statement.

The overall hospital quality star 
ratings are a compilation of hospital 
scores from the Inpatient Quality 
Reporting and the Outpatient Quality 
Reporting programs and rate each 
hospital on a scale of one to five stars.

The AHA and other industry 
organizations expressed concerns that 
the methodology used to calculate 
the ratings may not represent hospital 
performance in a fair, accurate, and 
meaningful way. In addition, a large 
number of members of Congress 

urged CMS to delay publication of 
the measure and to re-evaluate the 
methodology used to determine them.

“The delay is a necessary step as 
hospitals and health systems work 
with CMS to improve the ratings for 
patients, and the AHA commends CMS 
for their decision. Healthcare consumers 
need reliable, factual information to 
make critical care decisions,” Pollack 
said.

CMS began the Hospital Star 
Ratings initiative in April 2015 by 
posting data based on hospital scores 
on the Hospital Consumer Assessment 
of Healthcare Providers and Systems 
(HCAHPS). The star ratings, which 
show patients’ perceptions of the 
hospital experience, are based on 
hospital scores on 22 questions on 
the HCAHPS. CMS also posted each 
hospital’s HCAHPS Summary Star 
Ratings, which is a combination of all 
ratings along with state and national 
averages for each metric.  n

Hospitals ranked sixth for serious injuries

In the first year of a new reporting 
requirement, medical and surgical 

hospitals in select states reported 221 
serious injuries to the Occupational 
Safety and Health Administration 
(OSHA).

Since Jan. 1, 2015, employers have 
been required to report any severe 
work-related injury — defined as a 
hospitalization, amputation, or loss of 
an eye — within 24 hours. In addition, 
the requirement that employers report 
a workplace fatality within eight hours 
remains in force. A recently issued 
OSHA report1 on serious injuries 
includes data from the 24 states that 
report to federal OSHA, as those with 
comparable state OSHA programs were 
not included.

In the first full year of the program, 
hospitals ranked sixth in industries 

reporting severe injuries, exceeded only 
by these top five in descending order:

• foundation, structure, and building 
exterior contractors;

• building equipment contractors;
• support activities for mining;
• nonresidential building 

construction;
• postal service.
The 221 serious injury reports from 

the hospital sector resulted in 22 OSHA 
inspections. Of the total hospital injury 
reports, 205 resulted in hospitalizations 
and 13 were amputations, which OSHA 
defines as “the traumatic loss of all or 

part of a limb or other external body 
part.”

A major reason for the reporting 
requirement is to “better target our 
compliance assistance and enforcement 
efforts to place where workers are at 
greatest risk,” according to the OSHA 
report.

REFERENCE
1 . Michaels, D . OSHA . Year One of 

OSHA’s Severe Injury Reporting 

Program: An Impact Evaluation . 

March 17, 2016: http://1 .usa .

gov/1Rh178U .  n
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CE INSTRUCTIONS

CE QUESTIONS

1. According to Yvonne Focke, RN, 

BSN, MBA, a Cincinnati-based 

independent case management 

consultant, if hospitals win the 

appeal of a denial, how long 

does it take for them to recoup 

their money?

A . At least 30-60 days .

B . At least 60-90 days .

C . At least 90-120 days .

D . Six months or longer .

2. At DCH Health System in 

Tuscaloosa, AL, during what 

hours do the seven part-time 

physician advisors cover the 

house?

A . 9 a .m . to 5 p .m . weekdays and 

for six hours a day on weekends .

B . 9 a .m . to 5 p .m . weekdays and 

for six hours on Saturday .

C . 7 a .m . to 11 p .m . seven days a 

week .

D . Six hours a day, seven days a 

week .

3. According to a research study 

at the Icahn School of Medicine 

at Mount Sinai, costs for 

advanced cancer patients with 

numerous comorbidities who 

received palliative care were, on 

average, how much lower than 

those who did not receive a 

palliative care consultation?

A . 32%

B . 28%

C . 22%

D . 18%

4. The Notice of Observation 

Treatments and Implications for 

Care Eligibility Act (the NOTICE 

Act), which goes into effect 

Aug. 6, requires hospitals to 

provide a written notice and an 

oral explanation when patients 

receive observation services for 

more than 24 hours. In what 

timeframe should the notice be 

delivered?

A . No later than 36 hours after 

observation services begin .

B . No later than 24 hours after 

observation services begin .

C . Before the patient is 

discharged .

D . As soon as the orders for 

observation services are written .


	HCM 0616
	CMI 0616

