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ICD-10 Rollout Relatively Smooth, Insurers Say

On October 1, 2015, the medical coding tool
International Classification of Diseases, Tenth Edition
(ICD-10) went into effect, replacing the previous coding
version, ICD-9.! The ICD is a medical coding tool
utilized by doctors and other providers? for clinical and
health management purposes, as well as monitoring
diseases and other health problems, in order to provide a
picture of the general health situation of patients.> The
initial launch of ICD-10 has largely been seen as a
success by many healthcare industry stakeholders.* Sid
Hebert, head of Humana’s ICD-10 implementation
team, stated “it’s been a pretty smooth transition so
far.”> While not all insurers have experienced the same
success as Humana, most observers noted that any
issues that arose were quickly resolved by regulators at
the Centers for Medicare and Medicaid Services
(CMS).° This Health Capital Topics article will discuss
initial reactions regarding the ICD-10 rollout; the
impact ICD-10 may have on patient satisfaction,
reimbursement, and physician productivity; and,
potential issues related to ICD-10 implementation, such
as an increase in the number of claims and
administrative load.

One of the intended benefits of the ICD-10 coding
system is to facilitate more accurate claims, decreasing
the number of denials and underpayments of
reimbursements, and increased efficiency in billing and
reimbursement processes.” The ICD-10 coding system
contains two elements: (1) a clinical monitoring (CM)
element, which was developed by the Center for
Disease Control and Prevention (CDC) for use in the
United States; and, (2) a procedure coding system (PCS)
element, which was developed by the Centers for
Medicare and Medicaid Services (CMS) to be used only
in inpatient hospital settings.® Medical codes under the
ICD-10 coding system are between three to seven
characters long, with the fourth through seventh digits
providing more specificity in anatomical site and
severity.” The structure of an ICD-10 code varies
significantly from its ICD-9 predecessor.'® For example,
coding for cardiovascular implementation of grafts
under the ICD-9 coding system utilized only one code:
996.1." Under the ICD-10 coding system, there are
eight codes for the complication of vascular grafts,
allowing the physician to specify whether a breakdown,
leakage, or displacement of the graft exists as well as
which artery is affected. Examples of these codes under
the 1CD-10 coding system include: (1) T82.311A (a
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breakdown of a carotid arterial graft); and, (2)
T82.524A (displacement of an infusion catheter).*? The
new codes also allow physicians to provide more detail
on when a patient is seen or how treatment is
progressing.™® For example, the ICD-10 coding system
allows physicians to specify whether a right or left wrist
was broke, a functionality not available in the ICD-9
coding system.™

Even though the updated ICD-10 coding system
expanded the number of diagnostic classifications
available to healthcare professionals (from 13,000 under
the ICD-9 to 68,000 under ICD-10)," the transition
from the 1CD-9 coding system to the ICD-10 coding
system has been largely viewed as successful.*® Humana
noted its call centers have received few calls in regard to
issues related to submitting claims based on the new
medical coding system.'’ Further, the few problems that
providers have experienced have been resolved with
limited interruption to provider operations.”® For
example, many home healthcare and hospice care
provides experienced an issue in which all of their
Medicare  claims  were rejected as  being
“noncompliant.”*® When alerted of the issue, CMS
advised that, until the system is corrected, CMS would
manually process all home healthcare and hospice
claims in order to maintain provider cash flow.?
Additionally, two smaller, unnamed insurers reverted
back to ICD-9 codes as a result of information
technology (IT) system failures during the rollout;*
however, the acceptance rate of the claims filed by the
insurers above remained similar to acceptance rates
under 1ICD-9.%

The ICD-10 coding system may have a long-term
impact on a number of areas within healthcare delivery,
including: (1) patient satisfaction; (2) provider
reimbursement; and, (3) physician productivity. First,
patients may feel the impact of the new ICD-10 coding
system in numerous respects.”? The ICD-10 coding
system is meant to improve the ability to measure the
provision of medical services and decrease the need for
supplemental documentation for claims;** however,
patients may notice many of the indirect effects of
streamlining administrative and billing processes,”
including improved transparency of medical costs due
to an enhanced ability to differentiate between costs of
treatment options.”

(Continued on next page)



ICD-10 is also expected to impact many aspects of
provider reimbursements. Currently, inpatient services
are grouped into diagnostic-related groups (DRG)
through the use of grouping software programs and are
central to the payment process.”’ With the
implementation of 1CD-10 coding system, new DRG
group methodologies will be utilized to translate new
codes into DRGs for payment.?® The change from ICD-
9 to ICD-10 was thought to alter the amount of
reimbursement for the provision of medical services, on
the logic that increased specificity in coding could either
lead to higher or lower reimbursements.*® However, a
report issued by the Journal of American Health
Information Management Association (AHIMA) stated
that the impact on DRG-based reimbursement may not
have the effect it was originally expected to have in
regardsto Medicare inpatient hospital payments.*® The
AHIMA report states that the “Medicare inpatient
prospective payment system (IPPS) uses the Medicare
Severity-Diagnosis Related Groups (MS-DRGs) as the
basis of payment,” and the ICD-10 MS-DRGs are a
replication of the previous codes.® Because of this
replication, 1CD-10 MS-DRGs do not utilize the
increased specificity in the ICD-10, which resulted in
1.07 percent of patients being assigned to different
codes due to the differences between ICD-9 MS DRGs
and ICD-10 MS-DRGs.* Since there is a lack of
valuable ICD-10 data, MS-DRGs are not able to take
advantage of the specificity the ICD-10 coding system
offers, making the changes in payment due to a change
in MS-DRG less than expected.® While further analysis
on this issue is expected in the future, the effect of ICD-
10 implementation on IPPS reimbursement levels may
be less than expected.**

Additionally, physicians fear that the increased
specificity of the ICD-10 coding system will negatively
impact their productivity.® For example, physicians fear
that utilizing the ICD-10 coding system will result in the
disruption of workflow due to the need to train staff on
the new coding system.* Demonstrating the legitimacy
of physician concerns, a study conducted by the
AHIMA Foundation found that the time spent coding an
inpatient record increased by 17.71 minutes utilizing the
ICD-10 coding system over the ICD-9 coding system,*
resulting in a 69 percent increase between the two
systems.®® However, the study noted that physician
decreases in productivity are expected to follow a bell
curve, with its peak having already occurred at the
rollout date of the ICD-10 coding system.* As
efficiency improves in utilizing the 1CD-10 coding
system, the productivity will steadily increase.*® Follow-
up research is expected to determine the long-term
effects of the new ICD-10 coding system on physician
productivity.**

The rollout of ICD-10 coding system has raised
concerns that the problems experienced will continue to
appear in the future. One concern has been the increase
in the number of codes the ICD-10 utilizes.** As stated
previously, the wupdated ICD-10 coding system
expanded the number of diagnostic classifications
available to healthcare professionals from 13,000 under
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the ICD-9 to 68,000 under ICD-10."* However, no clear
crosswalk system between the former code and new
code exists to ease the transition into the ICD-10 coding
system.* Additionally, the conversion to the ICD-10
coding system has led to increased capital expenses for
health insurers over the past two years in preparation
costs.*® These costs are attributable to installing needed
technology, including software programs, as well as any
maintenance on systems to keep them in operating
condition.® While one solution may be to hire
additional medical coders to alleviate the time spent
hunting codes down, there has been a shortage of
coders, making this solution less feasible.*” An increase
in the administrative load may create other problems,
such as a backlog of claims from the previous coding
system.”® Additionally, the lack of coding specialists
with the proper training to utilize ICD-10 may impact
coding accuracy, which could spike denial rates for
claims that are noncompliant.*

Overall, while the initial rollout of ICD-10 has been
viewed positively, many uncertainties remain before
deeming the transition a “success,” including concerns
about limited physician productivity as well as a lack of
medical coders trained in the new ICD-10 system.®
However, if the AHIMA’s prediction of rollout issues
following a bell curve, with the growing pains being felt
around ICD-10’s initial rollout, concerns regarding
physician productivity and supply of adequate coders
may decrease in the future.® Monitoring productivity
measures internally and reporting issues related to ICD-
10 codes to the proper internal and external parties may
help smooth the transition for providers into the future.

1 “ICD-10” Center for Medicare & Medicaid Services, 2015,
https://www.cms.gov/Medicare/Coding/ICD10/Index.html
(Accessed 11/13/15).

2 “International Classification of Diseases (ICD)” World Health
Organization, 2015, http://www.who.int/classifications/icd/en/
(Accessed 11/5/15).

3 Ibid.

4 “Smooth Rollout for New ICD-10 Medical Codes, Insurers Say”
By Bruce Jaspen, Forbes, October 13, 2015,
http://www.forbes.com/sites/brucejapsen/2015/10/13/so-far-
smooth-rollout-for-new-icd-10-medical-codes-insurers-say/
(Accessed 11/5/15).

5  Ibid.

6  “Home Health, Hospice Reporting Smooth Sailing Following
ICD-10 Implementation” By Mark Spivey, ICD10 Monitor,
October 25, 2015, http://www.icd10monitor.com/enews
(Accessed 11/5/15).

7 “ICD-10 Implementation for Health Care Providers: The
Business Imperative for Compliance” By Deloitte, 2010,
https://www.healthit.gov/archive/archive_files/HIT%20Policy%
20Committee/2013/Certification%20&%20Adoption/2013-02-
13/us_lIshc_icd-
10implementationforhealthcareproviders_0810.pdf (Accessed
11/13/15).

8  “International Classification of Diseases, (ICD-10-CM/PCS)
Transition — Background” Centers for Disease Control and
Prevention, October 1, 2015,
http://www.cdc.gov/nchs/icd/icd10cm_pcs_background.htm
(Accessed 11/5/15).

9  “ICD-10-CM/PCS The Next Generation of Coding” Department
of Health and Human Services and Centers for Medicare and
Medicaid Services, June 2015,
https://www.cms.gov/Medicare/Coding/ICD10/downloads/ICD-
100verview.pdf (Accessed 11/5/15) p. 5.

10  Ibid.

(Continued on next page)



24

25

26

27

28

29
30

Ibid.

Ibid.

“ICD-10 Definition” By Margaret Rouse, HealthIT, August,
2015, http://searchhealthit.techtarget.com/definition/ICD-10
(Accessed 11/5/15).

Ibid.

Ibid.

“Smooth Rollout for New ICD-10 Medical Codes, Insurers Say”
Jaspen, October 13, 2015.

Ibid.

Spivey, October 25, 2015.

Ibid.

Ibid.

“Big Healthcare Payers Report Smooth ICD-10 Transition So
Far” By Carl Natale, ICD10 Watch, October 17, 2015,
http://www.icd10watch.com/blog/big-healthcare-payers-report-
smooth-icd-10-transition-so-far (Accessed 11/5/15).

Ibid.

“How Will ICD-10 Impact the Patient Experience?”” By Amitha
Gopal, Eyemaginations, October 1, 2015,
http://blog.eyemaginations.com/how-will-icd-10-impact-the-
patient-experience/ (Accessed 11/5/15).

“ICD-10-CM Classification Enhancements” Department of
Health and Human Services and Centers for Medicare and
Medicaid Services, June 2015,
https://iwww.cms.gov/Medicare/Coding/ICD10/downloads/icd-
10quickrefer.pdf (Accessed 11/5/15).

Gopal, October 1, 2015.

“ID-9 Ain’t Got Nothin” on ICD-10" By Charlotte Bohnett,
WebPT, February 11, 2015,
https://www.webpt.com/blog/post/icd-9-ain%E2%80%99t-got-
nothin%E2%80%99-icd-10 (Accessed 11/5/15).

“ICD-10’s Impact on Reimbursement” By Bethany J. Hills and
Jackie Selby, Manages Healthcare Executives, January 21, 2015,
http://managedhealthcareexecutive.modernmedicine.com/manag
ed-healthcare-executive/news/icd-10s-impact-
reimbursement?page=full (Accessed 11/5/15).

“The Impact of the Transition to ICD-10 on Medicare Inpatient
Hospital Payments” By Ronald E. Mills, PhD, et al., Journal of
AHIMA, February 2015, http://journal.ahima.org/wp-
content/uploads/2015/02/Week-2_110.MSDRGimpact.USE_.pdf
(Accessed 11/5/15), p.2.

Ibid.

“ICD-10 Might Not Have An Effect on Medicare
Reimbursements” By Julian Lopez, Healthcare Business Tech,
February 13, 2015, http://www.healthcarebusinesstech.com/icd-
10-medicare-reimbursements/ (Accessed 11/5/15).

Mills, et al., February 2015, p.1.

Ibid, p.2.

Ibid, p.4.

© HEALTH CAPITAL CONSULTANTS

34
35

36

43

44
45

46

47

48
49

50
51

Ibid.

“The New Disease Classification (ICD-10): Doctors and Patients
Will Pay” John Grimsley and John S. O’Shea, M.D., The
Heritage Foundation, May 18, 2015,
http://www.heritage.org/research/reports/2015/05/the-new-
disease-classification-icd-10-doctors-and-patients-will-pay
(Accessed 11/5/15).

Ibid.

“Preparing for ICD-10-CM/PCS Implementation: Impact on
Productivity and Quality” By Marh H. Stanfill, et al.,
Perspective in Health Information Management, 2014,
http://perspectives.ahima.org/preparing-for-icd-10-cmpcs-
implementation-impact-on-productivity-and-
quality/#.VjJslberRQI (Accessed 11/5/15).

Ibid.

Ibid.

Ibid.

Ibid.

“ICD-10 Changes from ICD-9” Medicaid.gov, 2015,
http://www.medicaid.gov/Medicaid-CHIP-Program-
Information/By-Topics/Data-and-Systems/ICD-Coding/ICD-10-
Changes-from-1CD-9.html (Accessed 11/5/15).

“ICD-10 Definition” By Margaret Rouse, HealthIT, August,
2015, http://searchhealthit.techtarget.com/definition/ICD-10
(Accessed 11/5/15).

Medicaid.gov, 2015.

“Could New ICD-10 Medical Codes Put the Health Industry in
Sick Bay?” By Bruce Japsen, The Motley Fool, October 19,
2015, http://www.fool.com/investing/general/2015/10/19/could-
new-icd-10-medical-codes-put-health-industry.aspx (Accessed
11/5/15).

“Accounting for Implementation Costs of ICD-10 & Electronic
Health Records Systems” By Todd Kenney, BKD, August 2012,
http://www.bkd.com/articles/2012/accounting-for-
implementation-costs-of-icd10-electronic-health-records-
systems.htm (Accessed 11/5/15).

“5 Early Problems Encountered with ICD-10” By Kevin
McCarthy, NueMD, October 9, 2015,
http://www.nuemd.com/news/2015/10/09/5-early-problems-
encountered-with-icd-10 (Accessed 11/5/15).

Ibid.

“ICD-10’s Impact Reaches Far Beyond Coding: Examining the
New Code Set’s Revenue Cycle Implications” By Alexa Arends-
Marquez, Journal of AHIMA, 2014,
http://library.ahima.org/xpedio/groups/public/documents/ahima/
bok1_050783.hcsp?dDocName=bok1_050783 (Accessed
11/5/15).

Ibid.

Stanfill, et al., 2014.

(Continued on next page)



HEALTH CAPITAL CONSULTANTS
(800) FYI - VALU
Providing Solutions

in the Era of
Healthcare Reform
Founded in 1993, HCC is a

nationally recognized healthcare
economic financial consulting firm

HCC Home

Firm Profile

HCC Services
HCC Experts
Clients & Projects
HCC News
Upcoming Events
Contact Us

Email Us

HEALTH CAPITAL
CONSULTANTS (HCC) isan
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.

© HEALTH CAPITAL CONSULTANTS

Robert James Cimasi, MHA, ASA, FRICS, MCBA, CVA, CM&AA, serves as Chief Executive
Officer of HEALTH CAPITAL CONSULTANTS (HCC), a nationally recognized healthcare financial
and economic consulting firm headquartered in St. Louis, MO, serving clients in 49 states since
1993. Mr. Cimasi has over thirty years of experience in serving clients, with a professional focus on
the financial and economic aspects of healthcare service sector entities including: valuation
consulting and capital formation services; healthcare industry transactions including joint ventures,
mergers, acquisitions, and divestitures; litigation support & expert testimony; and, certificate-of-
need and other regulatory and policy planning consulting.

Mr. Cimasi holds a Master in Health Administration from the University of Maryland, as well as several professional
designations: Accredited Senior Appraiser (ASA — American Society of Appraisers); Fellow Royal Institution of
Chartered Surveyors (FRICS — Royal Institution of Chartered Surveyors); Master Certified Business Appraiser
(MCBA — Institute of Business Appraisers); Accredited Valuation Analyst (AVA — National Association of Certified
Valuators and Analysts); and, Certified Merger & Acquisition Advisor (CM&AA — Alliance of Merger & Acquisition
Advisors). He has served as an expert witness on cases in numerous courts, and has provided testimony before federal
and state legislative committees. He is a nationally known speaker on healthcare industry topics, and is the author of
several books, the latest of which include: “Adviser’s Guide to Healthcare — 2nd Edition” [2015 — AICPA];
“Healthcare Valuation: The Financial Appraisal of Enterprises, Assets, and Services” [2014 — John Wiley & Sons];
“Accountable Care Organizations: Value Metrics and Capital Formation” [2013 - Taylor & Francis, a division of
CRC Press]; and, “The U.S. Healthcare Certificate of Need Sourcebook™ [2005 - Beard Books].

Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises; published articles
in peer reviewed and industry trade journals; research papers and case studies; and, is often quoted by healthcare
industry press. In 2006, Mr. Cimasi was honored with the prestigious “Shannon Pratt Award in Business Valuation”
conferred by the Institute of Business Appraisers. Mr. Cimasi serves on the Editorial Board of the Business
Appraisals Practice of the Institute of Business Appraisers, of which he is a member of the College of Fellows. In
2011, he was named a Fellow of the Royal Institution of Chartered Surveyors (RICS).

Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH CAPITAL
CONSULTANTS (HCC), where he focuses on the areas of valuation and financial analysis for
hospitals, physician practices, and other healthcare enterprises. Mr. Zigrang has over 20 years of
experience providing valuation, financial, transaction and strategic advisory services nationwide in
over 1,000 transactions and joint ventures. Mr. Zigrang is also considered an expert in the field of
healthcare compensation for physicians, executives and other professionals.

y Mr. Zigrang is the co-author of the “Adviser’s Guide to Healthcare — 2nd Edition” [2015 —
AICPA] numerous chapters in legal treatises and anthologies, and peer-reviewed and industry articles such as: The
Accountant’s Business Manual (AICPA); Valuing Professional Practices and Licenses (Aspen Publishers); Valuation
Strategies; Business Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author, Mr.
Zigrang has served as faculty before professional and trade associations such as the American Society of Appraisers
(ASA); the National Association of Certified Valuators and Analysts (NACVA); Physician Hospitals of America
(PHA); the Institute of Business Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and,
the CPA Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of Business Administration
(MBA) from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare
Executives (FACHE) and holds the Accredited Senior Appraiser (ASA) designation from the American Society of
Appraisers, where he has served as President of the St. Louis Chapter, and is current Chair of the ASA Healthcare
Special Interest Group (HSIG).

John R. Chwarzinski, MSF, MAE, is Senior Vice President of HEALTH CAPITAL CONSULTANTS
(HCC). Mr. Chwarzinski’s areas of expertise include advanced statistical analysis, econometric
modeling, as well as, economic and financial analysis. Mr. Chwarzinski is the co-author of peer-
reviewed and industry articles published in Business Valuation Review and NACVA QuickRead,
and he has spoken before the Virginia Medical Group Management Association (VMGMA) and
the Midwest Accountable Care Organization Expo.

Mr. Chwarzinski holds a Master’s Degree in Economics from the University of Missouri — St.
Louis, as well as, a Master’s Degree in Finance from the John M. Olin School of Business at Washington University
in St. Louis. He is a member of the St. Louis Chapter of the American Society of Appraisers, as well as a candidate for
the Accredited Senior Appraiser designation from the American Society of Appraisers.

Jessica L. Bailey-Wheaton, Esq., is Senior Counsel of HEALTH CAPITAL CONSULTANTS (HCC),
where she conducts project management and consulting services related to the impact of both
federal and state regulations on healthcare exempt organization transactions and provides research
services necessary to support certified opinions of value related to the Fair Market Value and
Commercial Reasonableness of transactions related to healthcare enterprises, assets, and services.
Ms. Bailey is a member of the Missouri and Illinois Bars and holds a J.D., with a concentration in
Health Law, from Saint Louis University School of Law, where she served as Fall Managing Editor
for the Journal of Health Law & Policy.

Kenneth J. Farris, Esq., is a Research Associate at HEALTH CAPITAL CONSULTANTS (HCC),
where he provides research services necessary to support certified opinions of value related to the
Fair Market Value and Commercial Reasonableness of transactions related to healthcare
enterprises, assets, and services, and tracks impact of federal and state regulations on healthcare
exempt organization transactions. Mr. Farris is a member of the Missouri Bar and holds a J.D.
from Saint Louis University School of Law, where he served as the 2014-2015 Footnotes
Managing Editor for the Journal of Health Law & Policy.



http://www.healthcapital.com/hcc-professional-team/robert-james-cimasi
https://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/BusinessValuationandLitigationServices/PRDOVR~PC-091080HI/PC-091080HI.jsp
http://www.healthcarevaluation.com/
http://www.healthcarevaluation.com/
http://www.healthcarevaluation.com/books/the-us-certificate-of-need-sourcebook
http://www.healthcapital.com/hcc-professional-team/todd-zigrang
https://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/BusinessValuationandLitigationServices/PRDOVR~PC-091080HI/PC-091080HI.jsp
http://www.healthcapital.com/hcc-professional-team/john-chwarzinski
http://www.healthcapital.com/hcc/cvs/jbailey.pdf
http://www.healthcapital.com/hcc/cvs/kfarris.pdf
http://www.healthcapital.com/
http://www.healthcapital.com/firmprofile
http://www.healthcapital.com/services
http://www.healthcapital.com/hcc-team
http://www.healthcapital.com/clients-projects
http://www.healthcapital.com/hcc-news/hcc-news-archives
http://www.healthcapital.com/hcc-news/upcoming-events
http://www.healthcapital.com/contact-hcc
http://www.healthcapital.com/hcc-professional-team/robert-james-cimasi/50-information-forms/178-emailtheexperts

	ICD-10
	ICD-10
	HC Topics 11-15 - ICD-10 Rollout_11.23.15_FORMATTED
	Topics Bios 11.24.15

	Topics Bios 11.24.15(a)

	Topics Bios 11.24.15(b)

