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M E D I C A R E R U LE S

Specialists face more bundled 
payments with new rule
Cardiologists, emergency room physicians, and 
orthopedic surgeons must contend with more 
bundled payments, this time affecting acute 
myocardial infarction, coronary artery bypass 
graft, and hip and femur fracture patients, 

thanks to a new CMS rule establishing an Episode Payment Model 
(EPM). The proposed rule for EPM, released July 25, also contains 
changes to Medicare’s existing Comprehensive Care for Joint 
Replacement (CJR) model, and while the proposed rule is complex, 
there are some potential benefits as well, according to analysis by 
The Business of Medicine.

The 906-page EPM proposed rule, which you can view here, takes 
effect July 1, 2017. While it is mandatory, it doesn’t apply nationwide. 
Instead, the EPM rule will affect the same 67 Metropolitan 
Statistical Areas (MSAs) as the existing CJR rule, which was limited 
to orthopedic surgeons because it only targeted joint replacement 
procedures. Here’s a bullet point list of highlights that captures the 
scope and design of the new model.

  Same scope as CJR. As mentioned above, the EPM model begins on 
July 1, 2017 and will affect the same 67 MSAs currently participating in 
the CJR program. All hospitals in these MSAs that provide orthopedic 
treatment for hip and femur fracture will be affected.

  Targets three types of episodes. For cardiologists and hospital 
intensivists, the rule targets episodes of care for acute myocardial 
infarction (AMI) and coronary artery bypass grafts (CABG). For 
orthopedists, any surgical hip/femur treatment (SHFFT) excluding 
lower extremity joint replacement will trigger an episode of care for 
which EPM applies.

  90-day episodes. Similar to CJR, the EPM rule makes each affected 
hospital responsible for the cost of care during the inpatient stay for 
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orthopedic treatment as well as the 90 days following 
discharge. The hospital becomes the episode “initiator” once 
the episode of care begins. The overall EPM model will last 
for five performance years, beginning July 1, 2017.

  Payment adjustments vary by region. CMS will adjust 
the payments for each episode of care based on quality 
and regional prices for the affected services. Hospitals 
with episode costs above the targeted price will owe 
the difference to Medicare, while those meeting quality 
standards who are at or under the target price will be 
paid bonus monies. During the five program years, CMS 
will continue to pay the regular fee-for-service rates for 
the affected procedures, but at year’s end, the payment 
adjustments will take effect based on performance.

  Two-track system and relationship to MIPS. One 
of the most interesting parts of the EPM model is that it 
will feature two tracks, says Bradley Coffey, government 
affairs manager for the American Association of 
Orthopaedic Executives (AAOE) in Indianapolis. Track 
1 requires the use of certified electronic health records 
(EHRs) but would make the EPM an advanced or eligible 
Alternative Payment Model (APM), which is a term CMS 
created as part of its sweeping new Merit-Based Incentive 
Payment System (MIPS). The MIPS program, as covered 
in past issues of The Business of Medicine, combines 
all of Medicare’s major existing incentive programs 
including quality reporting and meaningful use, into a 
single program that will adjust provider payments up or 
down based on performance. However, providers who 
participate in an advanced or eligible APM can ignore 
MIPS, and won’t see payment adjustments based on MIPS. 
Instead, they will get a flat 5% fee schedule payment bonus 
for the first five years of MIPS and larger fee schedule 
payments in future years.

Thus if your providers participate in Track 1 of the EPM 
model, they won’t have to deal with MIPS at all, a huge 
benefit, Coffey says. There is a catch, which is that Track 
1 requires providers to assume 100% of the downside risk 
if the savings target isn’t met in the second year of EPM 
and beyond. “While we are very pleased that the EPM 
could allow orthopedists to be considered participants of 
an advanced APM and thus be waived from MIPS, we do 
have a concern about how much control the hospital gets,” 
Coffey says. “Because the hospital in the affected MSA is the 
episode initiator, the hospital gets to decide which track 

they’re participating under. If the hospital decides to go with 
Track 2 instead of Track 1, the orthopedic collaborators are 
stuck with being in an ineligible APM.”

Providers get a bonus to their MIPS score by participating 
in an ineligible APM, but are still subject overall to MIPS, 
Coffey explains. This same concept applies to cardiologists 
and other hospital specialists affected by the EPM’s target of 
AMI and CABG episodes of care.

CMS believes that the EPM model will cause hospitals to 
pursue many of the same cost-saving strategies they are 
currently employing to produce savings under the CJR 
program, such as:

•	 Increasing post-hospitalization follow-up and medical 
management for patients;

•	 Coordinating across the inpatient and post-acute care 
spectrum;

•	 Conducting appropriate discharge planning;

•	 Improving adherence to treatment or drug regimens;

•	 Reducing readmissions and complications during the 
post-discharge period

•	 Managing chronic diseases and conditions that may be 
related to the proposed EPMs’ episodes;

•	 Choosing the most appropriate post-acute care 
setting; and

•	 Coordinating between providers and suppliers such as 
hospitals, physicians, and post-acute care providers.

Bundled payments here to stay

The rapid-fire series of rules from CMS in the last few years 
demonstrates a clear trend that the federal government is 
determined to make bundled payments work. The concept 
of bundling has, after all, been established and accepted 
by providers in the form of code bundling in the National 
Correct Coding Initiative (CCI).

The EPM rule also proposes to make modifications to 
the CJR program, clarifying that hospitals not physically 
located in the 67 MSAs would still be required to participate 
if they bill Medicare under a CMS certification number with 
a primary address that is in one of the 67 MSAs. This could 
occur due to a merger or other organizational change, and 
the bottom line is that it doesn’t get the hospital off the hook 
with respect to CJR.
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In separate statements, CMS has announced that it will 
replace the Bundled Payments for Care Improvement 
(BPCI) initiative in 2018 with a new program that will also 
be voluntary like BPCI. These moves show that bundled 
payments are here to stay, and while the burden of 
complying with these new rules will fall heavily on providers, 
cardiologists and orthopedists can look forward to more 
advanced APMs that are specialized to the clinical services 
they furnish, and will allow them to completely avoid MIPS 
while earning substantial Medicare payment bonuses.

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

E D ITO R IA L

VIVEK MURTHY JAMES GOOSIE

U.S. Surgeon 
General 
discusses 
opioid abuse  
in Tennessee
On June 20, Vivek 
Murthy, MD, the 

United States Surgeon General, made a stop in Knoxville, 
Tenn., where DoctorsManagement is headquartered. 
Dr. Murthy stopped in Knoxville because Tennessee is 
currently second per capita in the United States when it 
comes to prescribing painkillers and other drugs (Alabama 
holds the number one spot).

Dr. Murthy visited Tennessee to learn more about how 
opioid abuse is affecting cities and the healthcare providers 
who are on the front lines daily to battle this problem. I 
participated in a round-table discussion with Dr. Murthy, 
the Metro Drug Coalition, and several visiting medical 
organizations. We discussed the overall impact of drug 
abuse on Knoxville and statewide. Dr. Murthy also 
participated in a town hall meeting with the community.

We reviewed Tennessee’s steps to address the problem, 
such as trying to deter prescription drug abuse as well 
as preventing patients from switching to dangerous 
street drugs such as heroin. The state government 
began a concerted effort two years ago, taking steps to 
reduce overdose deaths, preventing neonatal abstinence 

syndrome, and treating patients suffering from long-term 
narcotic abuse.

A coalition was formed here in Knoxville to assemble key 
community members to create state-level legislation to 
address the issues caused by drug abuse. For two years 
this group developed more and more. The state's other 
counties that were struggling with addiction issues began 
forming their own committees and coming to Knoxville 
to learn from our efforts. This created a stream of 
individuals who worked together to write bills and lobby 
state lawmakers in Nashville to save lives and prevent 
these horrible things from happening.

I am proud to say since the very first committee was 
formed, we have been able to get several extensive bills 
passed that have saved countless lives and reduced those 
physicians who operated pain clinics for the wrong reasons. 
Since the formation of this committee, the state has passed 
the Naloxone bill, which gives citizens access to Naloxone 
without prescriptions. It has since developed even further 
and now our police force is carrying Naloxone on them 
and this has saved countless lives. The committee has also 
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helped defeat a bill that would have allowed the state to 
press felony charges against mothers who were pregnant 
and addicted to drugs. The committee pushed for more 
funding to build more rehab facilities to help these women 
and their babies while they were within the first trimester.

The committee lobbied against a “certificate of need” bill 
for pain clinics in the state because it would have forced out 
legitimate pain doctors who strive to do the right things 
with their patients and instead presented a bill that would 
require medical directors of pain clinics to be certified 
by the American Board of Medical Specialties (ABMS) or 
the American Osteopathic Association (AOA). This bill 
went into effect on July 1 and drove out many doctors 
who were prescribing medications motivated by financial 
gain. The committee even went all the way to the Senate 
and convinced Sen. Lamar Alexander (R-Tenn.) to visit 
Knoxville and discuss the opioid abuse issue.

We brought before both Sen. Alexander and Dr. Murthy the 
issue that local hospitals faced with regard to low scores 
on their Hospital Consumer Assessment of Healthcare 
Providers and Systems (HCAHPS) surveys on specific 

questions involving pain control in the ER setting. If addicts 
did not get the pain medicine they were seeking, they 
would score hospitals poorly on these specific indicators, 
which would result in a negative financial impact on the 
hospitals. As a result of our efforts, CMS recently requested 
feedback regarding these indicators on the HCAHPS and 
plans to remove them next year so hospitals won’t have their 
payments held hostage by addicts. The state of Tennessee 
and this coalition have made great strides on these issues, 
and we will continue to push for more change and to help 
other states fight these problems.

Every day in the United States, 129 individuals die 
of overdose deaths and most of these deaths can be 
contributed to heroin and opioids. In 2014, 47,055 
individuals died of a lethal drug overdose. Of those, 40% 
were related to prescription pain relievers and another 
22.5% of those were related to heroin, with government 
estimates projecting an increase since 2014. The website 
www.129aday.org tells the stories of the people behind 
those numbers, and reminds us that opioid abuse and 
overdose deaths are 100% preventable and we must begin 
with education.

— James Goosie, MBA, CMPM ( jgoosie@drsmgmt.
com). The author is a Management Consultant 
and Director of Revenue Cycle Management at 
DoctorsManagement.

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

Feds move to block  2 massive 
insurance mergers
Your practice won’t have to worry about the impact of 
two massive, impending insurance company mergers 
just yet. The U.S. Department of Justice has launched a 
lawsuit to stop a $37 billion Humana/Aetna merger and 
an even larger $54 billion acquisition of Cigna by Anthem 
Healthcare, claiming that the moves would violate federal 
antitrust laws.

“If allowed to proceed, these mergers would fundamentally 
reshape the health insurance industry,” U.S. Attorney 
General Loretta Lynch said in a press conference 
announcing the suit. “They would leave much of the 
multitrillion-dollar health insurance industry in the hands 
of three mammoth insurance companies, drastically 
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constricting competition in a number of key markets that 
tens of millions of Americans rely on to receive health care.”

Medical practices, and specialists in particular, would be 
hurt by narrower provider networks and tougher contract 
negotiations if the mergers were allowed to go through, 
says Robin Wagner, executive director of the Association 
of Otolaryngology Administrators in Pittsburgh. “They’re 
going to prefer lower-cost providers and narrower networks 
in order to return more value to their shareholders.”

The insurance companies announced their intentions last 
year, and the moves were seen as part of the ongoing trend 
toward consolidation in the healthcare industry. Aetna, 
Humana, Cigna, and Anthem have said that they will defend 
against the lawsuit. The Aetna-Humana merger will go to 
trial first, since the contract for the merger has a deadline of 
Dec. 31. The acquisition of Cigna by Anthem has a deadline 
of April 30, 2017, so its trial will take place later.

In the meantime, medical practices can only wait and 
watch from the sidelines. The only benefit to the mergers, if 
approved, would be fewer contracts to negotiate, but “the 
only win will be for the insurance companies,” Wagner says. 
“It’s not going to be beneficial for the patients or practices.”

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

R E V E N U E C YC LE M A N AG E M E NT

FRANK COHEN JASON STEPHENS

Revenue 
cycle: Why 
efficiency  
is key

Note: This is the 
third in a four-
part series on 

improving your practice processes and workflow to 
boost revenue. The second article ran in the July issue of 
The Business of Medicine.

When we talk about process improvement, we’re starting 
with the premise that efficiency is key, and that increasing 
efficiency requires reviewing your processes at a very 

detailed, granular level – down to the patients-per-hour 
level we discussed in the previous installment of this series.

To us, the most fascinating thing about process 
improvement within a medical practice is how it has a 
clear clinical counterpart: differential diagnoses. In a 
typical scenario, a patient presents with a chief complaint 
(“I don’t feel well”), and it’s the provider’s job to figure out 
just what is wrong and what to do to make the patient 
better. The problem with “I don’t feel well” is that it 
encompasses hundreds of possible conditions, and it often 
takes a bit more than a quick physical exam to get to the 
root cause. Thankfully, diagnostic testing and evidence-
based medicine databases provide the physician with the 
data (or evidence) he or she needs to separate the wheat 
from the chaff.

In process improvement, we engage in this same process, 
except instead of the clinical aspect of medicine, process 
improvement focuses on the business side of medicine. 
Why would we even want to have a process focus? Well, 
many good reasons exist, but the three we tend to stick to 
the most are:

1. We want (need) to have a real understanding of 
how the process actually works. For example, the 
check-in process alone, when properly mapped out, 
is much more complicated and has many more steps 
than most folks see.

2. We need to have a better understanding of the 
relationships between steps and how and where 
handoffs of responsibility occur between staff 
members.

3. Our ultimate objective must be to make better 
decisions that result in solving problems.

Three foundational concepts

At the heart of the diagnostic process is a trilogy of 
concepts that are part and parcel of nearly every scientific 
experiment: classification, correlation, and cause and effect.

Classification revolves around the idea of discovery of 
current-state analysis. Where are we? What do we do? What 
do we look like to outsiders? What are our strengths and 
weaknesses? With regard to specific processes, we might 
ask about our capacity or specifically how something works 
or the flow of traffic through the practice.

mailto:ghuang@drsmgmt.com
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end up only treating the symptoms, and doing so ultimately 
will result in similar problems later.

Six Sigma, Lean are major models

From a high-level perspective, two major process 
improvement models, Six Sigma and Lean, are the most 
often-recognized within this paradigm. The former is an 
outcrop of the old quality improvement models from the 
1950s and 1960s, contributed by the automotive industry.

If you study the literature, you’ll find that many articles 
refer to Six Sigma as a business management system rather 
than just a quality control model. Six Sigma, as the name 
implies, was founded on the idea that, in any process, one 
can experience a variation of six standard deviations from 
the mean (hence the term sigma) and still be in control, 
or still meet specifications. Obviously, this was designed 
as a manufacturing model, and even today, at least in our 
experience, Six Sigma is very difficult to implement in 
transactional and service-based businesses.

The crux of Six Sigma is that, in any process you perform, 
you should be able to experience fewer than 3.4 undesirable 
outcomes per million trials (or opportunities). We don’t 
know many practices that see a million patients a year. And 
even if yours did, Six Sigma works on orders of magnitude 

Correlation is a mathematical concept used to measure 
the strength of a relationship. True correlation measures 
the direction, the magnitude, and the characteristic of 
that relationship and is a critical tool when it comes to 
prioritizing projects.

For example, you may find that an increase in your 
practice’s Medicare mix correlates to a reduction in 
revenue. But how strong is that correlation? Stronger than, 
say, the correlation between revenue and denials? In an 
organization that does not have the benefit of unlimited 
resources, prioritizing issues based on the strength of the 
relationship is very important.

Finally, causal analysis is a concept we use to ultimately 
understand how to solve a problem. Without understanding 
cause and effect, without being able to get to the root cause 
of a problem, it’s all but impossible to solve it, or at least to 
solve it intentionally.

Using the above example, even if you see a strong 
correlation between Medicare mix and revenue, before you 
take any action, such as limiting the number of Medicare 
patients you see, it’s critical to know whether the increase 
in Medicare patients caused the reduction in revenue or 
whether the reduction in revenue was due to some other 
variable that you didn’t consider. Without this final step, you 
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larger than that and, as such, as a stand-alone, pure 
discipline, is not very applicable to the medical practice.

The second model, referred to as Lean, focuses on reducing 
waste – wasted movement, wasted resources, wasted 
energy, wasted space, etc. As a pure model, it not only is 
more applicable to healthcare, but is now becoming widely 
accepted as a business management model.

Lean Six Sigma emerges

Lean has its weakness in the area of statistical analytics, 
but Six Sigma excels in that area. So just like “Hey, you 
got peanut butter in my chocolate,” Lean Six Sigma (LSS) 
has emerged as the “horse-and-carriage” of process 
improvement for medical practices. This model actually 
represents a continuum of sorts: a focus on analytical 
work incorporates more Six Sigma, whereas more focus on 
process modeling incorporates more Lean.

As with any management model, LSS has its own 
toolbox. If you were to perform a search for “Six Sigma 
and Lean tools,” you probably would find more than 100 
of them, but remember, these tools were not designed for 
service-based businesses and, as a result, many simply 
are not applicable to the medical practice.

Next issue: We’ll examine specific tools that increase 
efficiency and how to apply them to your practice 
and workflow.

— Frank Cohen (fcohen@drsmgmt.com) and Jason 
Stephens (jstephens@drsmgmt.com). Frank is 
Director of Analytics and Business Intelligence 
at DoctorsManagement. Jason is Director of 
Consulting Business Partners & Vendors at 
DoctorsManagement.

New DoctorsManagement clients

Client Services provided

Staffing company, TN Coding audit

Bariatric and vascular surgery group, WI Practice start-up OBS

Urgent care group, NC Practice management

OB/GYN practice, NC Practice start-up

Urgent care group, MD Practice start-up

Vascular interventional group, FL Revenue cycle management and billing

Urgent care group, NE Credentialing

Urgent care group, NC Credentialing

Primary care practice, NM Human resources consulting

Orthopedic interventional practice, NC Employee handbook

Dermatology group, SC Practice manager hiring search

Anesthesiology group, TN OSHA and HIPAA program development and intervention

Medical billing firm, NY Rx cards

Oral surgery group, TN GPO memberships

Audiology group, FL Credit card processing

Ophthalmology practice, FL Credit card processing

Family medicine, ID Credit card processing

Podiatry practice, MO Staples Advantage account

General surgery group, NC Staples Advantage account, cell phones, Henry Schein account

Compliance Risk Analyzer (CRA) subscribers: 9,755 total providers
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CO D I N G

Shoulder debridement code is 
now  separately billable
You can now separately report a key shoulder 
debridement code alongside codes for several major 
multi-compartment arthroscopic shoulder procedures, 
The Business of Medicine has learned. CMS promised to 
make changes to its National Correct Coding Initiative 
(CCI) that would allow this to happen, and while there 
is still some confusion over whether these changes 
were sufficient to allow the unbundling, practices are 
separately reporting the codes successfully.

Warning: You definitely can separately report 29823, 
but there is one major caveat. Your local Medicare 
Administrative Contractors (MACs) must decide to allow 
the separate billing, and they aren’t currently obligated 
to. Some MACs are indeed allowing separate reporting.

CCI edits allow unbundling,  but  
manual still doesn't

Here’s the reason for this uneven transition to allowing 
separate reporting. Several longstanding CCI edits 
prevented CPT 29823 (arthroscopy, shoulder, surgical, 
extensive debridement) from being billed alongside 
either 29827 (rotator cuff repair), 29824 (distal clavicle 
resection), and 29828 (biceps tenodesis), all of which are 
major open procedures that CMS believed included the 
work of performing extensive debridement.

After lobbying by advocacy groups and physicians, 
CMS reversed course and announced that it would 
delete the procedure-to-procedure (PTP) edits in 
the July 2016 version of CCI (version 22.3). While 
the agency did as promised, other CMS regulations 
require providers to abide by the written CCI manual 
guidelines. Unfortunately, those guidelines still forbid 
separate reporting of 29823 alongside the other 
procedures mentioned.

Chapter IV, section E, paragraph 6 of the 2016 NCCI 
narrative guidelines states: “With the exception of knee 
arthroscopy (29877, 29874, G0289), debridement should 
not be reported with another surgical arthroscopy 
procedure on the same joint in the same encounter.”

Technically, both the manual and PTP edits must permit 
separate reporting of codes in order to separately report 
them. However, CMS can only make changes to its 
manual in January, while it is required to update CCI 
quarterly at specific intervals.

“The NCCI Manual is only updated annually,” an 
agency spokesman writes in an email to The Business of 
Medicine. While CMS will look to make its manual agree 
with the PTP changes, providers should check with their 
local MACs to see whether they will allow unbundling 
prior to the manual change, the official states.

Novitas is OK with unbundling

At OrthoIllinois in Rockford, Ill., orthopedic providers 
have been separately reporting 29823 alongside their 
other major shoulder procedures, says billing manager 
Judy Larson, CPC. “As long as we document that at 
least two compartments of the shoulder are involved, 
which is required for extensive debridement, we are 
getting paid,” she says.

Note: Larson’s coders make sure that modifier 51 
(multiple procedures) is appended to 29823, as 
required by CMS’ multiple procedure discount rule. 
Modifier 59 (distinct procedural service) must not 
be appended because that would be a request for 
full payment and would indicate the debridement is 
occurring at a separate site or in a different session, 
which is not true, Larson explains.

Check with your MAC to see if it will allow separate 
reporting, as the CMS official suggested. If they do, 
follow Larson’s policy of ensuring that 29823 is only 
reported separately when at least two compartments of 
the shoulder are involved, and that modifier 51 is being 
appended so you aren’t overbilling.

Look for CMS to eliminate any question of whether 
separate reporting is allowed once the agency updates 
the CCI Manual in January. The agency was genuine in its 
intention to permit separate reporting, but it is bound by 
its manual and edit update schedules, which are annual 
and quarterly, respectively.

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

mailto:ghuang@drsmgmt.com
mailto:ghuang@drsmgmt.com

	￼Specialists face more bundled payments with new rule
	￼U.S. Surgeon General discusses opioid abuse  in Tennessee
	Feds move to block  2 massive insurance mergers
	revenue cycle management
	￼Revenue cycle: Why efficiency  is key
	coding
	Shoulder debridement code is now  separately billable
	Editorial


