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CO D I N G

ICD-10: Most private payers 
won’t offer grace period like CMS
Most commercial payers will not offer a one-
year grace period for ICD-10 codes like CMS, 
DoctorsManagement has learned. Starting on 
Oct. 1, you’ll only need ICD-10-CM diagnosis 
codes of the correct code family to have your 

Medicare claims paid, and CMS will not deny claims based on the 
specificity of ICD-10 codes alone. However, specificity for your 
commercial payers will vary.

So far, only Humana has stated explicitly that it will observe a 
12-month grace period like CMS starting in October. CMS officials 
have made it clear that the agency has no control over whether 
commercial payers offer a grace period.

“What I’ve been telling people is to just pretend there is no grace 
period,” says John Burns, CPC, CPC-I, CEMC, CPMA, Senior 
Consultant with DoctorsManagement and an AHIMA ICD-10 
Ambassador. “Even assuming the CMS grace period is ironclad, if 
your Medicare population is about 15% of your total population, that 
means 85% of your revenue is at risk.”

Breakdown by payer

Below is a list of payer responses to the ICD-10 grace period. Many 
payers have yet to respond to the CMS guidance, and may provide an 
explicit “yes” or “no” on their own grace periods in the coming days.

•	 Aetna: No grace period. Aetna will not enact a grace period, 
says Matthew Clyburn, an Aetna spokesman. “For dates of 
service of Oct. 1, 2015 and after, providers should use ICD-10 
codes in all transactions where ICD coding is required,” he 
writes in an email to DoctorsManagement. “There isn’t a ‘grace 
period’ associated with this change … all policies that we apply 
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during the claims payment process won’t change, 
other than a conversion to the ICD-10 code set.” The 
CMS grace period, which Clyburn refers to as the 
“12-month audit and quality f lexibility” period, is 
limited to Medicare Part B physician claims only, 
and Aetna is neither involved in Part B nor bound by 
its decision to offer such a period.

◊	 Aetna clarifies earlier response. Initially, 
Aetna posted a “response document” that 
made many providers think it would offer a 
grace period. However, while using an ICD-10 
code in the correct code family will “generally 
be enough” to ensure payment, there won’t 
be a grace period like CMS’ where specificity 
won’t be looked at, Clyburn says. Note: Check 
Aetna’s website for specific ICD-10 code 
requirements by procedure. You can enter a 
CPT code or the name of a procedure into the 
site’s global search box.

•	 Anthem: Most likely no grace period. 
Anthem hasn’t explicitly made any statement 
on whether it will offer a grace period. All of 
its statements thus far don’t mention the grace 
period, which means providers accepting Anthem 
should assume there won’t be one.

•	 BlueCross/BlueShield: Most likely no grace 
period. Not all BCBS payers have issued a statement 
regarding grace periods, but several have now stated 
that they won’t offer one. BCBS of North Carolina 
posted an online FAQ that explicitly states they won’t 
“relax” claim edits or audits around specificity, and 
that “no changes to claims adjudication or post-
adjudication reviews will occur.”

•	 Humana: Yes, there will be a Humana grace 
period. “Humana will follow a similar policy” to 
CMS, according to a statement on its website that you 
can view here.

•	 UnitedHealth: No grace period. It’s a resounding 
“no” from UnitedHealthcare. “The CMS guidance only 
applies to Medicare Part B claims, which do not affect 
our business or health plans. CMS has not issued any 
additional or modified requirements to health plans 
regarding ICD-10 audit f lexibility.”

CMS clarifies ‘family of codes’ 
for its ICD-10 grace period

In just a few short weeks, you’ll be required to use 
ICD-10-CM diagnosis codes on all your claims, 
but CMS is offering a one-year grace period during 
which you won’t be punished for using less specific 
ICD-10 codes. 

So long as the codes are from the correct “family” 
of ICD-10 codes, CMS contractors will process and 
pay for those claims and not subject them to review 
based on specificity. For providers, the question 
is, what does “family” mean? CMS has recently 
published an online FAQ which addresses this 
question in some detail.

The bottom line: “Family of codes” refers to the 
ICD-10 three-character category. Codes within 
a category are considered “clinically related 
and provide differences in capturing specific 
information on the type of condition,” the agency 
writes in its most recent guidance. 

Example: Category H25 (age-related cataract) 
includes many specific codes such as H25.031 
(anterior subcapsular polar age-related cataract, 
right eye), a six-character code; H25.22 (age-related 
cataract, morgagnian type, left eye), a five-character 
code; and H25.9 (unspecified age-related cataract), 
a four-character code. Any of these codes would be 
acceptable if they describe a diagnosis of an age-
related cataract. You can’t simply put “H25” by itself, 
CMS says, but any valid code within this category 
would be acceptable during the one-year period of 
“audit flexibility.”

Note: LCDs still apply and can require greater 
specificity, CMS says. All CMS contractors have 
published local coverage determinations or LCDs 
that may require ICD-10 codes to be more specific 
than a general three-character code from the 
appropriate code family. You’ll still need to check 
LCDs to ensure your diagnosis coding won’t 
result in denials.

http://www.bcbsnc.com/assets/providers/public/pdfs/icd10_frequently_asked_questions_archive_aug2015.pdf
http://www.bcbsnc.com/assets/providers/public/pdfs/icd10_frequently_asked_questions_archive_aug2015.pdf
http://www.humana.com/provider/medical-providers/education/claims/icd-10/implementation
http://www.humana.com/provider/medical-providers/education/claims/icd-10/implementation
http://www.unitedhealthcareonline.com/ccmcontent/ProviderII/UHC/en-US/Assets/Videos/PCA17872.pdf
https://www.cms.gov/Medicare/Coding/ICD10/Clarifying-Questions-and-Answers-Related-to-the-July-6-2015-CMS-AMA-Joint-Announcement.pdf
https://www.cms.gov/Medicare/Coding/ICD10/Clarifying-Questions-and-Answers-Related-to-the-July-6-2015-CMS-AMA-Joint-Announcement.pdf
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Grace period becomes less meaningful

As some experts have predicted, the result of some payers 
observing a grace period, but others choosing not to, 
effectively defeats the point of having a grace period. If some 
payers require more specificity than others, providers won’t 
be varying their diagnosis coding by payer; instead they’ll 
simply code to the greatest level of specificity required, 
believes Burns, the ICD-10 educator and consultant.

What’s more, commercial payers have no incentive to play 
nice, he says. “Frankly many of these payers are looking at 
this as an opportunity. They’re for-profit enterprises; they’re 
not bound by law to take it easy on providers for a year, and 
they stand to improve their bottom line by not having a 
grace period.”

— Grant Huang, CPC, CPMA (ghuang@drsmgmt.
com). The author is Director of Content at 
DoctorsManagement.

PR AC TI C E M A N AG E M E NT

Independent contractors 
vs. employees:  
Key differences
This is the second of a two-part series 
on independent contractors, which are 
seeing increasingly frequent use at a 

wide variety of organizations.

As we discussed in the August issue of The Business of 
Medicine, the definition of an independent contractor 
differs by federal agency, and it’s up to the employer to 
know the difference and follow the appropriate rules for 
each. In this issue, we’ll look at how the U.S. Department 
of Labor defines an independent contractor and how it 
differs from the IRS approach.

The U.S. Department of Labor (DOL) uses what it calls 
an “economic realities” test to determine whether a 
worker is an employee or independent contractor. There 
are six factors in this test and all must be considered to 
make a determination. The six factors are listed below, 
and we’ll review each one in detail.

1. Is the work an integral part of the employer’s 
business?

2. Does the worker’s managerial skill affect the worker’s 
opportunity for profit or loss?

3. How does the worker’s relative investment compare 
to the employer’s investment?

4. Does the work performed require special  
skill and initiative?

5. Is the relationship between the worker and 
 the employer permanent or indefinite?

6. What is the nature and degree of the  
employer’s control?

Is the work an integral part of the employer’s 
business? Courts have found the “integral” factor to 
be compelling. If the work performed by a worker is 
integral to the employer’s business, it is more likely that 
the worker is economically dependent on the employer. A 
true independent contractor’s work, on the other hand, is 
unlikely to be integral to the employer’s business.

Does the worker’s managerial skill affect the 
worker’s opportunity for profit or loss? A worker 
in business for him- or herself faces the possibility to not 
only make a profit, but also to experience a loss. Also, it is 
important not to overlook whether there is an opportunity 
for loss, as a worker truly in business for him- or herself 
faces the possibility of experiencing a loss.

How does the worker’s relative investment 
compare to the employer’s investment? An 
independent contractor typically makes investments that 
support their own business, beyond any job they might 
be doing for a particular client. The investment of a true 
independent contractor might, for example, further the 
business’s capacity to expand, reduce its cost structure, or 
extend the reach of the independent contractor’s market.

Even if the worker has made an investment, it should 
not be considered in isolation; it is the relative 
investment that matters. Looking not just to the 
nature of the investment, but also comparing the 
worker’s investment to the employer’s investment, 
helps determine whether the worker is an independent 
business. If he or she is, the worker’s investment should 
not be relatively minor compared with that of the 
employer. If the worker’s investment is relatively minor, 
that suggests that the worker and the employer are 
not on similar footings and that the worker may be 
economically dependent on the employer.

mailto:ghuang@drsmgmt.com
mailto:ghuang@drsmgmt.com
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Does the work performed require special skill 
and initiative? A worker’s business skills, judgment, 
and initiative - not his or her technical skills - will aid 
in determining whether the worker is economically 
independent. Even specialized skills do not indicate that 
workers are in business for themselves, especially if those 
skills are technical and used to perform the work.

Is the relationship between the worker and the 
employer permanent or indefinite?

Permanency or indefiniteness in the worker’s relationship 
with the employer suggests that the worker is an 
employee. Even if the working relationship lasts weeks or 
months instead of years, there is likely some permanence 
or indefiniteness to it as compared to an independent 
contractor, who typically works one project for an 
employer and does not necessarily work continuously or 
repeatedly for an employer. A worker’s lack of a permanent 
or indefinite relationship with an employer is indicative 
of independent contractor status if it results from the 
worker’s own independent business initiative.

What is the nature and degree of the 
employer’s control? As with the other economic 
realities factors, the employer’s control should be 
analyzed in light of the ultimate determination 
whether the worker is economically dependent on the 
employer or truly an independent business person. The 
worker must control meaningful aspects of the work 
performed such that it is possible to view the worker 
as a person conducting his or her own business. And 
the worker’s control over meaningful aspects of the 
work must be more than theoretical—the worker must 
actually exercise it. For example, an employer’s lack of 
control over workers is not particularly telling if the 
workers work from home or offsite.

Technological advances and enhanced monitoring 
mechanisms may encourage companies to engage 
workers not as employees yet maintain stringent control 
over aspects of the workers’ jobs, from their schedules to 
the way that they dress to the tasks that they carry out. 
Some employers assert that the control that they exercise 
over workers is due to the nature of their business, 
regulatory requirements, or the desire to ensure that their 
customers are satisfied. However, control exercised over a 
worker, even for any or all of those reasons, still indicates 
that the worker is an employee.

The bottom line

The resulting determinations of both the IRS and DOL as 
to independent contractor status are based on the totality 
of the circumstances, so one factor is not more important 
than another. No hard and fast rules exist. Each situation is 
taken on a case-by-case basis. 

However, independent contractors, by definition, 
are self-employed. In order to be considered an 
independent contractor, entrepreneurs (which they should 
be) must establish that they are in business for themselves 
for the purpose of making a profit. 

They might demonstrate that their enterprise is a business 
– rather than a hobby or the work of an employee – by 
registering a business name, obtaining an occupational 
permit or license, establishing an office, soliciting clients, 
and printing stationery and business cards. Even if the 
majority of the work will be performed for one client, 
entrepreneurs should make clear their intention of 
soliciting work from other clients.

What if you get it wrong?

Misclassifying employees as independent contractors can 
prove to be very expensive. Potential liabilities include:

•	 Payment of back pay and overtime compensation 
possibly going back for a period of year(s) and 
an equal amount of what the law refers to as 
“liquidated” damages;

•	 Payment of a portion of the employee’s income 
tax which should have been withheld, both the 
employer and the employee’s portions of the FICA 
tax, plus a substantial penalty;

•	 Liability for attorneys’ fees, criminal sanctions, 
and other penalties against the employer and, if the 
employer is an entity, against its corporate officers 
personally; and

•	 Back determination on employer provided 
benefits that employees share in, including 
participation in a 401k. 

— Philip Dickey, MPH, PHR (pdickey@drsmgmt.com). 
The author is a Partner and Director of Human 
Resources at DoctorsManagement.

mailto:pdickey@drsmgmt.com
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Why you shouldn’t  
‘just pay it out of the 
business account’
“Just pay it out of the business account.” 
This is a phrase that many business 
owners utter countless times in 

their careers. For a multitude of reasons (cash f low, 
convenience, etc.), small business owners pay personal 
expenses out of their business accounts or with business 
credit cards. Even though this seems like a small matter 
that your accountant can fix, paying personal expenses 
out of a business account should be avoided for two very 
important reasons: It makes an IRS audit much more 
difficult on the taxpayer and it may reduce the liability 
protection of the business.

When your business is audited (and it eventually will be), 
the IRS will ask for information on certain expenses. If 
all of the expenses paid out of the business are business-
related, this is an easy process and gives the auditor little 
reason to dig further. If, however, personal expenses were 
paid, there can be several issues.

The worst case would be personal expenses paid out 
of the business that were erroneously deducted. In 
that case, taxes would have been underpaid and the 
IRS will assess penalties. They may also view this as 
an attempt to evade taxes and therefore make further 
inquiries into the business and your personal returns, 
auditing more years and possibly other businesses in 
which you are involved. A better (but still not great) 
scenario would be if personal expenses were paid, but 
then reclassified as wages or income to the business 
owner. In that case, the proper amount of tax has 
been paid, but the audit just became exponentially 
harder on the taxpayer.

Why? Because now the taxpayer has to explain to the 
auditor which expenses were business related (and 
deductible) and which expenses are personal (and 
non-deductible). 

Think of it this way: When you’re being audited, would 
you rather tell the auditor that “every expense on our 

corporate credit card is business-related and we have all 
the receipts” or “some expenses are personal and some are 
business-related, we’ll go through all of the credit card 
statements and show you which are which?” If you give the 
second answer, you are exposed to having every charge 
questioned. It will be a long, often expensive process to 
review all those charges.

In addition to audit risk, paying personal expenses out 
of the business can add to the risk of a court removing 
liability protection from its owners. Most medical practices 
are set up as LLCs or corporations so the owners may enjoy 
some liability protection. However, this protection can 
be removed by a court if it rules that the business was not 
operating as an entity separate from the owners.

A court will consider several items when looking to remove 
this protection, but the key is whether or not the business 
operates as a separate entity. If the business commonly 
pays personal expenses of the owners and money was 
moved in and out without reason, then the separate entity 
definitions starts to look shaky. 
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Businesses should act as independent third parties and 
therefore the finances of the business should be easily 
distinguishable from those of the individual owners.

We at DoctorsManagement recommend to all clients that 
personal expenses stay personal and business expenses 
stay with the business. Have two credit cards: One for 
business expenses and one for personal expenses. 

The most common yet simple argument against 
separate cards is “I get confused and use the wrong 
card.” The solution is just as simple: Get cards of 
different colors so that you always know which to use. 
Make sure that your business checking account is only 
used for business expenses. 

All personal expenses (car payments, mortgage payments, 
personal credit card payments) should be paid out of your 
personal account, not the business account. Doing this 
could help avoid a disastrous IRS audit or court ruling. 

— Blake King, CPA, MAcc, CVA tbking@drsmgmt.com). 
The author is a Partner and Director of Accounting at 
DoctorsManagement.

PR AC TI C E M A N AG E M E NT

6 tips to improve patient 
engagement 
This is the second of a two-part series 
on how to improve your practice with 
better patient engagement. In this article, 
we’ll provide concrete tips on improving 

patient engagement that will improve outcomes and 
patient satisfaction.

We live in an era where communication can take place in 
a multitude of ways. Some of it is face-to-face, and some 
is through other technologies. Let’s look at some insights 
into how you can make effective use of the latest tools to 
keep connected with your patients and to give them every 
reason to stay loyal to the practice.

We will begin with a list of things an efficient practice 
can do with the help of automated tools that make it easy 
and effortless. In my opinion, every practice should be 
aware of, and should be tracking their efforts in, these 

areas. Look at this list and see if anything here matches 
up with your own list of things you’re trying to improve 
on in your practice:

•	 Maintain a full schedule with a low no-show rate.

•	 Effectively re-engage overdue or lost patients.

•	 Educate your patients with timely and relevant 
information.

•	 Solicit feedback on the patient experience.

•	 Send personalized messages (like birthday greetings).

•	 Maintain a strong social media presence.

•	 Acquire and manage online reviews.

•	 Market your products and services to your patients.

If any of these are a priority for you, there are tools out 
there that can make life a lot easier for you and your staff. 
A number of companies offer these services, but you 
should look for one that has a reputation for working in the 
medical industry with provider organizations.

1.  Keep the schedule full. If you’re like most 
medical offices, you have someone in the back office 
making calls every afternoon to remind the next 
day’s patients about their appointments. The result is 
typically a very frustrated staff member after leaving a 
lot of voice mails on unanswered calls. Let’s face it, most 
people just don’t answer their phone, because they’re 
working, or in a meeting, or occupied in some other way. 

Most patient engagement companies suggest sending 
out automated text, email, or voice reminders that the 
patient can easily respond to, letting the office know 
whether or not they’ll be there. These reminders are totally 
customizable down to the patient level, so it’s not a “one 
size fits all” approach. The result is a full schedule and a 
less frustrated staff.

2.  Re-engage overdue patients. It’s normal for any 
practice to have patients that have become distant and 
less active. There are a number of factors that contribute 
to this, but often it’s as simple as the patient being busy 
and not having the practice as a top-of-mind priority. 
Rather than having a staff member parsing through 
medical records to identify and contact these inactive 
patients, an efficient software program can automatically 
reach out to them as soon as they hit a timing threshold 
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class patient experience will plan improvements based 
partially on patient input. One of the best ways to 
gather that information is through post appointment 
surveys. Find a service that will allow you to customize 
the survey questions and track the responses with a 
detailed report. In addition, the last question on the 
survey should be a “long form” response, which allows 
the patient to leave a review. A good service will post 
those reviews.

5.  Send birthday greetings. Because of the cost 
and time involved, most practices have discontinued 
the practice of sending out birthday cards. It’s too bad, 
because everyone likes to be recognized on their birthday. 
Make it simple by using a service or system to send out 
a customized email birthday greeting at noon on the 
patient’s birthday. 

Why at noon? Well, most people are with family or 
friends at noon on their birthday and when they get this 
nice greeting from you they’ll undoubtedly mention 
your name and say something nice about you to the 
people they’re with. So, this ends up being a marketing 
opportunity. Additionally, by inserting an incentive 
for the patient to return, this can become a significant 
revenue generator as well.

6.  Use social media. There is no avoiding the fact 
that patients are searching online for medical guidance 
and advice before choosing a provider or moving 

that has been set up by the practice. For example, if a 
patient hasn’t had an appointment in 12 months, the 
system will be triggered to send out a text or email 
notification with a gentle invitation for the patient to 
re-engage. This feature has proven to be a huge revenue 
generator for most practices as long-lost patients come 
back in for appointments.

3.  Educate and market to patients. Patient education 
is a nice way to keep the lines of communication open. 
If the information is timely and relevant, the patient 
will welcome it. “There are a number of platforms for 
this service, but you should look for one that offers 
customized templates for your practice’s specific needs 
and demographics. Look for a platform that has a library of 
content to choose from. 

In addition, it’s important to use a service that gives 
metrics on the open rate, click-through rate, etc. so you 
can track the effectiveness of the campaign. Another 
way to use the newsletter feature is for marketing 
purposes. Let’s say you have a new procedure your 
doing in the office or you’ve maybe hired a new staff 
member. A quick newsletter is a great way to inform all 
of your patients and to invite them back in. 

4.  Survey patients and solicit reviews. Every 
practice has their own idea of how they are perceived 
by their patients, and sometimes they’re right. A 
practice that is really interested in providing a first 
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forward with a procedure. You need to proactively reach 
out to your patients and potential patients through 
your website and Facebook pages, and you should also 
consider other platforms like Twitter and Instagram. 
It’s important to make sure your positive reviews are 
displayed prominently on your Facebook page and your 
website because studies have shown that reviews are a 
very strong factor in a new patient’s decision regarding 
the provider they contact. 

You should also be monitoring your online reputation 
(webutation) to be aware of what’s being said about 

you and your office and then be prepared to respond 
appropriately if necessary. A good patient engagement 
company can make all of these tasks easier by guiding your 
online reputation management.

If any of this resonates with you, do some research and find 
a provider that’s a fit for your specific needs.

— Ron Hartley (ronh@solutionreach.com). Ron is 
a business solutions manager at  SolutionReach, 
a patient communications and relationship 
management firm.
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