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Medical Management Plus’s HIQUP suite of reports is an outpatient product that provides 

analysis of hospitals’ Medicare 835 remittances.  HIQUP stands for Hospital Improvement in 

Quality and Performance.  This resource guide examines in detail each report of the HIQUP 

suite of reports.  For those of you who already use the reports, this may be a review, but may 

contain some additional information or tips on how to best utilize the reports to improve 

your processes to control risks, improve efficiencies and assure optimal reimbursement.  If you 

are not familiar with the HIQUP reports, this will provide basic information on what this 

product may offer for your facility. 

 

The process of generating the HIQUP Reports involves the following steps: 

 

1) The hospital furnishes a download of their Medicare 835 remittance data for a 

specified timeframe (usually provided monthly for the previous month’s data). 

2) The 835 data is processed through the MMP HIQUP “queries” or edits to identify 

specific issues with a potential for loss of reimbursement, inefficiencies, or risk of non-

compliance. 

3) The HIQUP reports are generated and sent to the hospital. 

 

What are the HIQUP queries and where do they come from? 

The queries for the HIQUP reports were developed by the MMP outpatient staff.  They are 

based on Medicare denial codes, risk issues addressed by Medicare contractors/affiliates (such 

as the Recovery Auditors, the OIG, and CERT), specific coding guidelines, and issues at 

high-risk of error as identified during MMP record audits.  It is basically “data mining” 

which is also used by a number of Medicare claim reviewers to identify “at risk” claims.  The 

MMP outpatient staff adds, updates, and refines queries on a continual basis.  We base our 

updates on changing regulations, our review of the reports, and feedback from our clients. 

 

Are there definitely problems with the claims that “hit” the queries? 

Not necessarily – it depends on the query.  Some queries identify potential problems based on 

the above noted risk areas.  The query explanation and comment will provide information 

about exactly what the issue is and how to address it. 

 

Do the reports tell me everything I need to know? 

No.  They often require further investigation or audit to determine if there is actually a 

problem.  The HIQUP reports are a “risk assessment” tool for the hospital to use as part of a 

compliance program.  One advantage of our reports is the attachment that identifies the 

claims that “hit” the queries, allowing for investigation of the specific claims in question. 

 

The HIQUP reports contain so much information  

It is a lot of information; in fact, so much information, that it may seem overwhelming.  But 

you know how they say to eat an elephant – one bite at a time.  The same applies to working 

through the HIQUP reports.  This guide provides some tips on handling the volume of 

information in the HIQUP reports so that it is manageable and useful. 
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TRENDING REPORT 
ATTACHMENT A 
 

The first HIQUP report is the trending report that shows the relevance of the data and 

allows hospitals to monitor their trends over time. 

 

Sample of MMP HIQUP Trending Report 

 

   

 

   

   

 

The HIQUP Trending Report contains twelve months of data for certain key elements.  The 

first section contains statistical information on the database of claims processed.  This 

includes: 
 Total number of claims queried 

 Total charges submitted for these claims 

 Total Medicare reimbursement for these claims 

 The percentage of reimbursement compared to charges, and 

 The number of observation claims 

Hospital clients can use this dashboard to monitor statistics from month to month.  For 

example, the percentage of reimbursement over time allows identification of any major shifts 

in reimbursement amounts.  Though such an occurrence would be uncommon, you certainly 

would not want to overlook it. 
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We recently added the number of observation line items in response to the new two-midnight 

inpatient admission criteria that became effective in October 2013.  CMS believes the new 

criteria will result in an increase in the number of inpatient admissions and fewer observation 

claims, especially fewer extended observation claims.  This volume allows hospitals to view 

their number of observation stays from month to month to determine the true effect of the 

rule changes. 

 

The next section of the Trending Report lists the number of claims denied by Medicare for 

certain key reason codes that result in a potential loss of reimbursement for the hospital.  

These include denials for missing modifiers, inpatient only procedures, hospice overlaps, 

duplicate claims and medical necessity.  Other attachments within the HIQUP suite of 

reports provide more information about the denial reasons and MMP suggestions for how to 

address them.  The purpose of the trending report is to allow hospitals to view their 

performance in these key areas over time.  And remember, although the above example only 

shows three months, the actual trending report provides up to twelve months of data, 

depending on the time frames of 835 data submitted by the hospital. 

 

The next section of the Trending Report lists the potential net loss of reimbursement in 

dollars related to medical necessity.  It is broken down into total loss and MAC loss.  So what 

exactly does that mean?   

 

Hospitals address Medicare medical necessity requirements in different ways.  Most hospitals 

have edits “up front” or at least in their claims processing systems that identify those 

services on Medicare claims that do not meet the medical necessity requirements of their 

Medicare Administrative Contractor (MAC).  These edits are based on the ICD-9 diagnosis 

code requirements published in the MAC’s local coverage determinations (LCDs).  Some 

hospitals report services they know do not meet medical necessity criteria as non-covered 

with a –GZ modifier, which signifies such to the MAC and automatically results in a medical 

necessity denial.  Items that do not meet the MAC’s LCD requirements but are not reported 

with a –GZ modifier, are also denied for lack of medical necessity by the MAC based on edits 

in the MAC’s claim processing system.   

 The MAC Potential Net Loss reports the loss of reimbursement for line items denied for 

medical necessity that were not appended with the GZ modifier.   

 The Total Potential Net Loss includes both items denied for medical necessity with or without 

the -GZ modifier.   

This allows the hospital to consider which “medically unnecessary” items they knew about 

prior to billing and addressed internally and which items were billed as covered but denied by 

Medicare for lack of medical necessity. 

 

From the trending of the medical necessity denials and the other parameters over time on the 

Trending Report, the hospital can evaluate the success of any actions they take to address 

the issues. 
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The last section of the Trending Report was added in May 2015 in conjunction with the new 

Coverage Policies Report.  As explained in the discussion for Attachment F below, the 

Coverage Policies Report identifies a facility’s financial risk should certain services be subject 

to a Medicare review based on Medicare coverage policies, such as National and Local 

Coverage Determinations (NCDs and LCDs).  MMP selects services that are at high risk of 

Medicare review because they have significant reimbursement, detailed coverage 

requirements, and/or have been the previous targets of focused review by a Medicare 

contractor or affiliate.   

 

Both the HIQUP Medical Necessity Report and the Medicare Coverage Policies Report are 

based on Medicare coverage policies, so how do they differ?  The Medical Necessity Report 

identifies claims with line items that were denied by Medicare for lack of medical necessity.  

These denials are usually generated by automated claim edits based on diagnosis 

requirements listed in the NCDs and LCDs.  The Medicare Coverage Policies Report focuses 

on coverage determinations with more comprehensive indications and requirements for 

coverage.  A complex medical review of the medical record is needed to determine if these 

services are meeting Medicare’s coverage requirements.  Because coverage is based on medical 

record documentation, this report identifies potential risk of lost reimbursement, as opposed 

to the definite lost reimbursement associated with automated medical necessity denials.  But 

as you will see from your reports, the financial risk for these services is much greater! 

 

The Potential Risk line reports the total Medicare unadjusted reimbursement rate for all the 

selected “at risk” services for the month.  The Potential Risk, Cumulative line sums the 

Potential Risk amounts for all the months present on the Trending Report. 
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ER VISIT LEVEL DISTRIBUTION 
ATTACHMENT B  
 

CMS tried for a number of years after the implementation of the Outpatient Prospective 

Payment System (OPPS) to develop national guidelines for ER and clinic visit levels.  But 

they never could work it out and finally decided that the “interim” system of allowing 

hospitals to define their own levels wasn’t so bad after all.  So with some guiding principles in 

place, that is where we are and will likely remain, if (or until) CMS consolidates ER visit 

levels like they did clinic visits. 

 

The ER Visit Level Distribution report shows your hospital’s distribution of ER visit levels 

over the past six months in a graph format and allows you to see any variations in levels 

reported from month to month.  For example this report would allow you to see any shifts 

that resulted from a change in your facility definitions of ER visit levels. 

 

So what should you expect to see on an ER visit level distribution?  Is this supposed to be a 

perfect bell curve?  There was a lot of discussion concerning visit levels in the 2008 OPPS 

Final Rule (FR).  It was in this year that CMS first hinted that they might abandon the idea 

of national visit level guidelines for ER and clinic visits.  They also expanded on their 

principles for application to hospital-specific guidelines and offered for the first time, the 

option of including separately billable services in the hospital’s internal guidelines.  And yes, 

they also addressed the visit level distribution. 

 

One of the main reasons that CMS decided internal hospital-specific guidelines were a good 

option was the consistency of visit level distribution over time and between different types of 

hospitals.  They even an included a graph of the volumes of ED levels since 2002 in the 2008 

FR.  This is an approximation of that graph: 
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However, CMS also stated, “We would not expect individual hospitals to necessarily 

experience a normal distribution of visit levels across their claims, although we would expect 

a normal distribution across all hospitals as currently observed…We understand that, based 

on different patterns of care, we could expect that a small community hospital might provide 

a greater percentage of low-level services than high-level services, while an academic medical 

center or trauma center might provide a greater percentage of high level services than low-

level services.” 

So, no, your distribution does not have to be a bell-curve, but you should expect a reasonable 

graph that fits with the acuity of your ER patients and services. 

 

All hospitals need to apply the principles set forth by CMS for hospital-specific guidelines for 

ER visit levels.  These coding guidelines should: 

 Reasonably relate the intensity of hospital resources to the different levels of effort 

represented by the code. 

 Be based on hospital facility resources, not on physician resources. 

 Be clear to facilitate accurate payments and be usable for compliance purposes and 

audits. 

 Meet the HIPAA requirements. 

 Only require documentation that is clinically necessary for patient care. 

 Not facilitate upcoding or gaming. 

 Be written or recorded, well-documented, and provide the basis for selection of a 

specific code. 

 Be applied consistently across patients in the emergency department to which they 

apply. 

 Not change with great frequency. 

 Be readily available for MAC review. 

 Result in coding decisions that could be verified by other hospital staff, as well as 

outside sources. 

 

One last issue addressed in the 2008 FR was whether to include separately payable services in 

the visit level guidelines or not.  CMS stated “hospitals have the flexibility to determine 

whether or not to include separately payable services as a proxy to measure hospital resource 

use that is not associated with those separately payable services.” (emphasis added).  

Sometimes services that are separately payable may add additional hospital resources in the 

ER that are not generally accounted for in the usual payment for that service.  For example 

an outpatient test in an outpatient department is reimbursed the same as it would be in the 

ER, but the ER visit may require additional hospital resources to request, access, perform, 

and report the test that are above and beyond what is required in the outpatient department. 

 

Hospitals use different definitions and systems to define their ER visit levels.  A number of 

hospitals use American College of ED Physicians (ACEP) criteria; some use the modified 

AHA / AHIMA criteria; some hospitals use computer-generated or manually calculated 
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systems based on an intervention point system; other options are patient acuity or time-

based.  Medicare does not prescribe that a particular system be used as long as the above 

principles are followed.   

 

Evaluating your ER visit level distribution might be a good time to apply some “common 

sense” to determine if you believe your levels appear reasonable and appropriate. 
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MEDICAL NECESSITY SUMMARY 
ATTACHMENT C 
 

Medical necessity in this context refers to the coverage criteria of Medicare’s national 

coverage determinations (NCDs) and the local coverage determinations (LCDs) of the 

Medicare Administrative Contractors (MACs).  The MACs install edits into their claim 

processing systems to identify and automatically deny line item CPT codes if the claim does 

not contain diagnosis codes to support the medical necessity of that service as defined in the 

NCD or LCD.  The items are denied with Claim Adjustment Reason Code (CARC) 50, (These 

are non-covered services because this is not deemed a ''medical necessity'' by the payer. Example:  

A diagnosis code was not submitted to support medical necessity based on Medicare's criteria).  An 

item might also be denied as not medically necessary if the MAC determines upon medical 

review of the claim that the service did not meet the indications of the coverage policy. 

 

The Medical Necessity Summary lists the items denied by Medicare with CARC 50 that did 

not contain a GZ modifier.  A GZ modifier is added by the hospital prior to billing to indicate 

the hospital knows the item does not meet Medicare’s medical necessity criteria.  Since the 

hospital is already aware of the lack of medical necessity for items appended with the GZ 

modifier, they are not included in this report.  The report details the CPT code, a description 

of the service, the quantity of services denied, and the potential for lost reimbursement 

(calculated by multiplying the quantity by the Medicare unadjusted APC or fee schedule 

amount).  A listing of the individual accounts containing medical necessity denials is included 

in Attachment E, Account Listing. 

 

What actions can a hospital take in response to the information on the medical necessity and 

account listing reports? 

 

One of the first things to consider is was there a diagnosis in the record that supported 

medical necessity but was not coded.  A re-review of the record may be in order.  However, 

be sure to follow all coding guidelines correctly and do not add codes unless they are clearly 

documented in the medical record and appropriate to code. 

Some hospitals have processes in place to contact the ordering physician to determine if there 

are additional diagnoses for the patient that the physician failed to provide to the hospital 

initially.  Again, a word of caution – do not steer the physician toward a particular diagnosis.  

Also make sure you get appropriate documentation of any added diagnoses to include in the 

medical record. 

 

You might consider an up-front system to check for medical necessity prior to furnishing the 

test.  At this point, you may be able to obtain an Advance Beneficiary Notice (ABN) from 

the patient which makes the patient liable for the charges if Medicare does not pay.  Be sure 

to follow all the guidelines for ABNs found in the Medicare Claims Processing Manual, 

chapter 30. 
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Although you cannot steer physicians toward a particular code, you can educate physicians 

about Medicare’s coverage requirements.  For example, if you have a particular test that has 

a high rate of medical necessity denials, you might want to educate the referring physicians 

about the diagnoses Medicare considers to support medical necessity of the service.  You may 

also provide education for your Emergency Room physicians about the coverage 

requirements for services provided in the ED that are at risk of medical necessity denials. 

 

Some of the services at highest risk of medical necessity denials (based on the Medical 

Necessity Summary reports of our clients) include cardiac rehab (CPT 93798), drug screens 

(HCPCS codes G0431 and G0434), speech treatment (CPT 92507), and hydration services 

(CPT codes 96360 and 96361).  However, services differ for each hospital and some rare, low 

volume denials may be for costly services, so evaluate your hospital’s own denials on the 

Medical Necessity Summary. 

 

As with most things Medicare, assessment and follow through of your medical necessity 

denials takes knowledge of the scope of the problem, a plan of action, effort to take the 

needed actions, and then a process to measure your success.  Only you can plan and 

implement the actions needed internally to address medical necessity, but this MMP report 

can assist you by providing a measure of the issue and pinpointing the affected claims. 
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835 ANALYSIS AND ACCOUNT LISTING 
ATTACHMENTS D AND E 
 

Attachment D is the 835 Analysis and Attachment E is a companion document to the 835 

Analysis, listing the specific accounts identified during analysis.  Attachment E is used to 

identify the particular claims that may need further research.  The 835 Analysis is the most 

informative of all the HIQUP reports but can also be the most challenging due to the large 

volume of issues that it addresses.   

 

The 835 Analysis is a listing of the findings from the MMP queries.  As noted at the 

beginning of this guide, the queries are developed by the MMP outpatient staff based on 

Medicare denial codes, risk issues addressed by Medicare contractors/affiliates (such as the 

Recovery Auditors, the OIG, and CERT), specific coding guidelines, and issues at high-risk 

of error as identified during MMP record audits.  At the time of this publication, the 835 

Analysis includes the findings of 181 queries and 8 volume comparison reports but MMP is 

constantly adding queries as we discover and define additional topics.  The analysis includes 

the following columns: 

   
 Short Query Description – As stated, this is a short description of the query.  You can use this 

description to identify the affected claims in the Account Listing (Attachment E). 

o Example: Hospice overlap claims 

 Explanation – This explains exactly what the issue is, hopefully in a manner that is easily 

understandable. 

o Example: Hospitals that provide services related to the terminal illness to a patient that has 

elected a hospice benefit must seek compensation for these services from the patient`s 

hospice provider. Such services should not be billed to Medicare. When billed to Medicare, 

overpayment does not occur. However, time must be invested to submit a corrected claim 

and reimbursement has been delayed. 

 # of Claims – This is the number of claims in your facility’s 835 download that are affected by 

this issue.  This volume of claims “hit” the query. 

o Example: 15 

 RAIL – RAIL stands for Risk, Additional information, Inefficiency, and Loss. This column 

categorizes the issue as either: 

o a potential Risk issue that may result in an overpayment from Medicare (for example 

the billing of inappropriate combinations of injection/infusion services) 

o Additional information about services that may not directly affect payment, but is 

relevant to correct coding and billing (such as when an incorrect revenue code is 

reported),  

o an Inefficiency that cost your hospital time and resources to correct (such as the 

Hospice issue in our example), or  

o a potential Loss of Medicare reimbursement (which, for example, could occur if 

services exceed a Medicare frequency guideline).   
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 MMP Comment – The comment is MMP’s recommendation on how to address the issue, 

whether it requires further investigation or some type of corrective action. 

o Example: If this volume is a concern, further internal review of registration processes and 

insurance verification processes may be indicated. Hospice overlaps often involve 

Laboratory specimens brought to the facility by Home Health nurses, but can also involve 

ED visits. 

 

The 835 Analysis contains so much valuable information, but the volume of information may 

seem overwhelming at first glance.  MMP recommends that you approach the analysis report 

a little bit at a time.  For your first review select a few issues that have a high number of 

claims identified on the report, are a known risk issue for your facility, or are a high-dollar 

service.  Investigate, develop a plan and take actions if needed to address these issues.  On 

your next report, you can mark these issues as addressed and move on to a few more issues.  

This is an effective and efficient way to use the 835 analysis as a compliance risk tool.  It 

allows you to know where your key concerns are and address those first.  The ongoing reports 

will also allow you to determine if your actions have been effective. 

 

Your report may show a lot of topics with a very low volume of claims identified as having 

potential issues.  This is a good finding – it means that your facility appears to be handling 

these issues well.  Your facility can decide whether there is a need to further investigate an 

issue with only one or two claims affected.  Be sure to consider the value of the services.  For 

example, just one AICD insertion procedure missing a primary indication modifier could 

result in the loss of over $25,000 in reimbursement. The identification of one or two potential 

errors for an issue is just a product of data analysis – if you have a thousand infusion services 

with correct code combinations, but you have one with an incorrect code combination, our 

queries will identify that one “needle in the haystack”.  Consider a low volume of claims for 

an issue to be validation that your facility is doing things right.  This allows you to 

concentrate your audit resources on other issues. 

 

If you have problems understanding an issue, the MMP outpatient staff is always here to 

help you.  We are glad to discuss the issues with you and provide supporting documentation 

of the Medicare coding and billing requirements.  Remember also that the queries identify 

potential issues.  Upon further investigation, you may discover that your claims are coded 

and billed correctly.  But at least you now understand the issue and the potential for errors.  

This will allow you to be satisfied with your processes but know what to look for moving 

forward. 

 

Our data analysis delves deep into the data, but you must delve deep into the record to 

ensure compliance with Medicare regulations.  We at MMP believe our HIQUP reports are 

the perfect complement to assist hospitals to know and understand their issues, realize the 

scope of the issue, identify particular accounts that are affected, determine and take 

appropriate corrective actions, and finally, track the outcome over time.  Healthcare is 

complicated, so let MMP help by “making healthcare make sense.” 
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MEDICARE COVERAGE POLICIES REPORT 
ATTACHMENT F 
 

Newest MMP Report Identifies Coverage Risks 

 

The Medicare Benefit Policy Manual instructions, Medicare National Coverage 

Determinations (NCDs) and Local Coverage Determinations (LCDs) define the medical 

conditions, indications, and limitations for coverage of certain Medicare services.  In order to 

assist our clients in determining services with potential risks associated with Medicare 

coverage policies, MMP has added a new report to our HIQUP suite of reports.  The new 

report identifies a facility’s financial risk should certain services be subject to a Medicare 

review.  The select services have been identified by MMP as services at high risk because: 

 

1) They have significant reimbursement,  

2) The coverage determination requirements are quite detailed, and/or  

3) They are at increased risk of scrutiny by Medicare contractors or affiliates. 

 

The new Medicare Coverage Policies Report was launched in June 2015 and initially 

addresses six high risk services – AICDs and pacemakers, cardiac and pulmonary rehab, 

HBO, and sleep studies.  Additional services will be added to the report over time for both 

national and local coverage policies specific to the client’s MAC region.  These services will 

only show on your facility’s report if you have claims for that specific service. 

 

The Medicare Coverage Policies Report includes the following: 

 

 The description of the “high risk” service,  

 The number of claims within the 835 data submitted by the hospital for the month 

that contain a CPT/HCPCS code used to report the service,  

 A calculation of the projected Medicare payment based on the number and units of 

codes reported times the Medicare unadjusted payment rate for the applicable year 

(based on date of service), 

 A comment that explains the concern about the service, basically why this service was 

selected to be included on the report, and 

 A link to the main coverage policy for each identified service. 

 

MMP recommends that providers verify their claims for these services meet all the 

appropriate criteria as specified in the coverage policies.  A listing of the specific accounts is 

included in the HIQUP Account Listing Attachment and hyperlinks to the main coverage 

policy for each identified service are included in the report for easy access.  This allows you to 

select specific claims and compare the documentation in the record with the requirements in 

the coverage policy. 
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Links to additional resources, including findings from reviews by MACs, Recovery Auditors, 

Supplemental Medical Review Contractors, the OIG, and other Medicare reviewers if 

applicable, are available on the Resources for Coverage Policies Report on the MMP HIQUP 

Report webpage.  This additional information will allow you to understand what issues have 

resulted in denials for other providers and what documentation specifics Medicare reviewers 

are looking for. 

 

There is also a future benefit to knowing the coverage policies.  As Medicare payments move 

from Fee-for-Service towards Value Based Purchasing, hospitals must find ways to provide 

the most effective care in the most efficient and cost-conscious manner.  Appropriate 

utilization of services, that is performing only those services that are necessary for the 

patient’s condition and not performing unnecessary procedures, will be a major consideration 

in meeting this challenge.  Facilities may find the Medicare coverage policies a useful tool in 

helping to determine the appropriate utilization of services. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.mmplusinc.com/products/hiqup-report
http://www.mmplusinc.com/products/hiqup-report
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If you are interested in learning more about the HIQUP reports, please contact MMP at 205-

941-1105 or you may email one of the following outpatient associates: 

  

 Karen Northcutt knorthcutt@mmplusinc.com   

  

 Jeff Gordon  jgordon@mmplusinc.com  

  

 Debbie Rubio  drubio@mmplusinc.com  
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