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FOCUS ON AUDITS AND DENIALS

Refreshing denial management:  
Targeting trends with data and 
collaboration

Hospitals have made avoid-

ing and managing denials a top 

priority, but for many their best 

efforts have yet to turn the tide. 

The quest to get ahead of denials 

and protect revenue has gained 

urgency as hospitals continue to 

cope with the financial impact of 

the COVID-19 pandemic.

With budget cuts and staffing 

shortages (see related article on 

p. 31) putting pressure on reve-

nue integrity departments, denial 

management solutions can feel 

out of reach. But with knowledge, 

data analytics, and an organized 

strategy, revenue integrity pro-

fessionals can address issues at 

their root and reduce denials.

Rising rates
The average rate of denials rose 

23% from 2016 to 2020, accord-

ing to a 2021 Change Healthcare 

report. Even after the onset of the 

pandemic, denials continued to 

rise—particularly in areas hardest 

hit by the first wave. Yet 86% of 

denials are avoidable, according 

to the report. 

In June 2021, HealthLeaders 

reported that 33% of hospital ex-

ecutives said their average denial 

rates are more than 10%.

The rise in denials isn’t surpris-

ing given the increasing complex-

ity of reimbursement rules, says 

Monica DuBois, RHIA, vice 

president of coding solution tech-
nology at DeliverHealth in Atlanta. 
Pandemic-related changes in 
rules and staffing added fuel to 
the fire.

“Everything blew up in 2020,” 
DuBois says. “There were so 
many changing rules, and now 
we’re just starting to see some of 
those denials come through.”

Current trends
So, what are some of the big-

gest denial pain points? Experts 
agree that most of the current de-
nial targets feature familiar diag-
noses: sepsis, malnutrition, acute 
kidney injury, acute tubular necro-
sis, and respiratory diagnoses. 
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Most of these diagnoses are 

based on clinical criteria, and 

there may be differences in the 

criteria used by providers, pay-

ers, and third-party auditors, says 

Melissa Rodriguez, CCDS, 

CDIP, CCS, CCS-P, CHRI, 

CPMA, manager of clinical denial 

solutions at Enjoin.

Payers are taking a harder look 

at any claim with a respiratory, 

sepsis, or COVID-19-related di-

agnosis. More than 25% of audits 

are related to these diagnoses, 

according to Dawn Crump, MA, 

SSBB, CHC, senior consultant 

for revenue cycle solutions with 

MRO Solutions in Norristown, 

Pennsylvania.

Organizations should keep a 

close eye on COVID-19 denials, 

particularly from commercial pay-

ers, DuBois agrees. Commercial 

payers might have specific coding 

guidance, for example, that dif-

fers from CMS’. If an organization 

doesn’t take that into account and 

coders aren’t trained on these 

payers’ rules, denials will start to 

rack up, she says.

Other areas to watch are be-

havioral health and telehealth, 

according to Crump. Issues 

around proper use of new vs. es-

tablished patient evaluation and 

management codes aren’t new, 

but the expansion of telehealth 

during the pandemic added a 

fresh wrinkle. New codes and 

guidelines needed to be learned 

and applied quickly. 

“We’re addressing risks when-

ever there are any telehealth 

codes and allowing internal au-

ditors visibility, making sure that 

those codes are utilized and cod-

ed appropriately,” Crump says.

Along with an uptick in deni-

als, many hospitals are seeing 

a rise in pre-payment audits, or 

even a general shift in that direc-

tion, Crump adds. Pre-payment 

audits can be difficult to man-

age and track because they’re 

generally handled by staff who 

aren’t part of established denial 

management teams.

“Many of our providers have 

seen an over 200% increase 

in shift from post-payment to 

pre-payment audits,” Crump says. 

“[This] is impacting accounts re-

ceivable and audit oversight.”

Keeping an eye on top deni-
al targets ensures you can focus 
resources, manage denials, and 
get closer to root causes. But 
resolving and avoiding denials 
calls for tailored approaches and 
careful planning.

Meeting clinical 
criteria

For clinical validation denials, 
payers will often cite clinical cri-
teria. It can be particularly difficult 
to challenge these denials, and 
payers and their third-party au-
ditors are pushing back harder 
than ever, Rodriguez says. An ap-
peal letter may include thorough 
documentation and strong, evi-
dence-based references to sup-
port the diagnosis, but the denial 
could still be upheld. Sometimes 
the payer references out-of-date 
criteria, or uses criteria of its own 
without publicizing what those cri-
teria are, she explains.

“We find that it takes tracking 
all of these and then talking with 
the payer and showing the dis-
crepancies in their methodology,” 
Rodriguez says. “It’s just taking a 
little bit more higher-level involve-
ment in these denials to get them 
overturned. I think it’s increasingly 
difficult to [overturn a denial with 
just] an appeal letter.”

Adding a physician or physician 
advisor (PA) to the denials man-
agement team can help tip the 
scales, she adds. A physician or 
PA brings the highest level of clini-
cal expertise to the discussion and 

“MANY OF OUR PROVIDERS HAVE SEEN AN OVER 
200% INCREASE IN SHIFT FROM POST-PAYMENT  
TO PRE-PAYMENT AUDITS.”
— Dawn Crump, MA, SSBB, CHC
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a greater insight to conversations 

with payers’ medical directors.

But sometimes the documen-

tation truly doesn’t support the 

diagnosis. Despite robust edu-

cation and CDI programs, poor 

documentation continues to be 

a common root cause of deni-

als, DuBois says. Over the past 

year, some organizations eased 

off physician education programs 

to focus much-needed resources 

on patient care. However, pulling 

back too much only creates work 

in the middle- and back-end reve-

nue cycle while leaving clinical staff 

out of the loop and disengaged 

when education picks up again.

“Given the demands [clinical 

staff are] dealing with, I think it’s 

important to partner with them, 

educating and reeducating them 

in ways that are most engaging 

and personal,” DuBois says.

Rather than pulling physicians 

into a classroom, meet them on 

their turf, DuBois recommends. 

At one organization, DuBois con-

ducted training in the physicians’ 

office. The physicians were more 

engaged and receptive in that 

environment, rather than feeling 

they were being pulled away from 

their work.

However, the pressure of re-
al-world situations means physi-
cians will always be dividing their 
attention between patient care 
and documentation. Adding med-
ical scribes can help take that 
burden off clinical staff, accord-
ing to DuBois. Medical scribes 
are trained to focus specifically 
on documentation, leaving clinical 
staff free to devote their attention 
to patients.

Branching out
Interdepartmental denials 

management teams aren’t new. 
Typically comprised of repre-
sentatives from revenue integri-
ty, HIM/coding, billing, and CDI, 
these teams take a cross-func-
tional approach to manage deni-
als and appeals and conduct root 
cause analysis. Like many tra-
ditional revenue cycle initiatives, 
they generally focus on Medicare. 
However, DuBois notes that re-
active, Medicare-focused teams 
may find themselves struggling 
to adapt as payer mixes change, 
the Medicare Advantage pop-
ulation grows, and commercial 
payers adopt more aggressive 
denial stances.

Modernize denials manage-
ment by looping in payer con-
tracting, DuBois recommends. 
Payer contracting staff can pro-
vide insight and education on the 
details of contracts that govern 
issues such as denial response 
times and payer-specific coding 
requirements. They may also be 
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able to facilitate feedback be-
tween the provider and payer 
organizations. Keeping them up-
dated on how contracts perform 
will be invaluable when those con-
tracts are up for renewal.

Payer contracting staff are key 
players in contemporary denials 
management, Rodriguez agrees. 
As the Medicare Advantage and 
commercial payer populations 
evolve, organizations must adapt 
to the new landscape. Start by 
comparing payer denial activity 
to contract terms and identifying 
anything that doesn’t match up. 

For example, Rodriguez re-
cently worked with an organi-
zation that saw one payer con-
sistently deny claims for sepsis. 
The payer’s sepsis criteria were 
clearly stated in the contract. 
After reviewing the documenta-
tion, Rodriguez determined that 
the organization was successfully 
following the criteria.

At that time, the organization’s 
HIM department and payer con-
tracting department didn’t have 
a strong connection. Rodriguez 
reached out to the payer con-
tracting department to bring them 
into the team.

Once the entire group was on 
the same page, they were able to 
gain a complete picture of how 
much reimbursement was being 
lost to these specific denials. That 
information was then presented 
to the payer, along with the con-
tract language defining the sepsis 

criteria. The payer agreed that the 

claims shouldn’t have been de-

nied. It was eventually discovered 

that the payer had failed to com-

municate the appropriate sepsis 

criteria to the third-party reviewer.

“If it hadn’t been tracked and [if 

there hadn’t been] a conversation 

with that payer, then that money 

would have been lost,” Rodriguez 

says. “You need to have some sort 

of mechanism to track whether 

the contract requirements are be-

ing met and then following up.”

Sharing data with payers, 

such as denial trends, can go a 

long way to building a productive 

partnership, says James P. Fee, 

MD, CCS, CCDS, CEO of Enjoin. 

However, focusing solely on deni-

als—a situation where one party 

must have made a mistake—can 

create a negative atmosphere 

and slow down efforts to reach a 

resolution. Instead, present data 

comparing denials to paid claims 

with the same diagnoses and ser-

vices. Then, involve the payer in a 

conversation based on mutual ed-

ucation and information sharing.

“Show them the data of what is 

denied and take that exact same 

case or population that has not 
been denied,” Fee says. “What 
are the differences between 
them? [Ask the payer to help you] 
understand how to bridge this 
gap. What am I doing wrong in 

this bucket as opposed to what 
am I doing right in this bucket?”

However, there may be cases 
where the payer isn’t willing to 
budge even when presented with 
evidence and offered an oppor-
tunity to collaborate, Fee adds. 
In these instances, it may be 
necessary to involve legal teams 
and explore broader patient 
advocacy tactics.

A proactive future
What will denials look like over 

the next year? Organizations will 
likely see the same familiar diag-
noses—sepsis, malnutrition, re-
spiratory failure—although the top 
diagnoses and volumes may be 
a moving target. But that doesn’t 
mean that old, reactive methods 
will cut it, Crump says.

“What are we doing to come 
to a consensus on diagnosis doc-
umentation criteria or push back 
on the payers’ reviews in a sys-
tematic way? If clinicians have a 

“YOU NEED TO HAVE SOME SORT OF MECHANISM TO 
TRACK WHETHER THE CONTRACT REQUIREMENTS 
ARE BEING MET AND THEN FOLLOWING UP.”
— Melissa Rodriguez, CCDS, CDIP, CCS, CCS-P, CHRI, CPMA
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difference in opinion from payers 
and neither changes their stance, 
then we’re forever going to have 
denials on these common issues 
like sepsis,” she says.

Instead, work to identify crite-
ria and share data. Collaborate 
with your payer contracting teams 
to work through issues in formal 
payer reviews when trends arise. 
Then, use that data to guide in-
ternal audits that will help put les-
sons learned into action and pre-
vent future denials, Crump adds.

Denials management is still 
a largely reactive, manual, re-
source-intensive process, DuBois 
points out. Widespread staffing 
shortages are putting even more 
strain on these processes. Moving 
to proactive and predictive denial 
avoidance processes will greatly 
alleviate these burdens, but that 

change won’t happen overnight. 
However, even small steps will 
eventually steer a denial manage-
ment program from reactive to 
proactive.

“It takes an initial investment 
to get there,” DuBois says. “I’ve 
seen [organizations] taking the 
approach of looking at it through 
the eye of data analytics and un-
derstanding that they have to get 
to the root of the problem.”

Wider application of technol-
ogy, such as augmented intelli-
gence–powered business analyt-
ic products, is a game-changer, 
DuBois adds. In addition, staff 
can deploy their skills more ef-
fectively by moving from a ret-
rospective audit approach to a 
prospective, focused approach 
and applying a rules engine with 
both global and customized rules 

to identify potential issues in a fo-
cused manner before the codes 
are sent to billing.

Ultimately, all solutions must 
center around the patient, Fee 
says. Sound documentation is an 
extension of clinical best practice, 
and appropriate coding and billing 
ensures the patient is protected 
from unnecessary financial bur-
den. When provider organizations 
ensure patients and quality of care 
are the driving factors across de-
partments—from clinical to finan-
cial—they will be better positioned 
to ensure these best practices 
are upheld.

“Establishing best practice, 
both clinical and financial, will 
create a united front supported 
by legal precedents to defend 
against any payer disruption,” Fee 
says. 


