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1.0 The current state of healthcare funding 

Healthcare funding (or lack thereof) is becoming an increasingly relevant topic as the western 

world faces the daunting prospect of an ageing population that could bring the current healthcare 

system to its knees. This problem has filtered down into Private Hospitals who are also feeling the 

pinch as Health Insurers look to utilize their vast amounts of customer data to claw back revenue 

over coding discrepancies and reduce costs by negotiating fixed reimbursements for common 

surgical activity like hip or knee replacements.  

 

The Healthcare IT Market is certainly benefiting from both the private and public sector healthcare 

woes as the global market is predicted to hit 280.25 Billion USD by 2021 but are the solutions 

actually impacting the issues? Multimillion dollar investments in EMR solutions from big industry 

names are often unable to deliver on the productivity gains promised, and in fact have led to an 

outpouring of dissatisfaction as clinical users now take longer to find information than they did with 

paper records. So where has it gone wrong? 

 

For Private Hospitals the issue is lack of, or incorrect information which leads to revenue leakage. 

Gaps in clinical documentation or mismatch of MBS item documentation or coding, alongside 

safety and quality issues, can create major problems when it comes to reimbursement from Health 

Insurers. With so much data at their fingertips, Health Insurers are in control, using their overt 

knowledge of individual customers to claw back reimbursements on cases from 2, 3 or even 5 

years ago.  

 

Whilst Private Hospitals are aware of revenue leakage, the solutions that are available are not 

tackling the fundamental issue of patient complexity, and provide no practical means for the 

hospital, Visiting Medical Officer (VMO) or clinical staff to understand and accurately document it. 

Currently many private hospital’s use manual work-arounds, such as coding queries or employing 

staff to follow up with VMOs to ensure treatments are properly documented, all of which costs time 

and money. 

 

In this whitepaper we look to address the issue of revenue leakage in the Private Hospital setting by 

understanding and documenting patient complexity, in real-time, to: 

• Create an audit proof trail of correct information  

• Streamline clinical and administrative workflows  

• Reduce the risk of claw back 

• Ensure correct reimbursement from Health Insurers 

 

 

 

 

 

http://www.marketsandmarkets.com/PressReleases/healthcare-it-market.asp
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2.0 Sources of Revenue Leakage 

There are well established gaps in documentation and process within the clinical environment that 

result in significant revenue loss.  

 

2.1 Clinical Documentation 

All Private Hospitals suffer from documentation quality problems. Unlike the public system, private 

hospitals do not have junior medical officers who can act as scribes for senior consultants who 

usually do not write exhaustive notes. Also, the primary source of patient documentation for 

visiting medical officers (VMOs) is often the IT system in their rooms (e.g. Genie) and not the 

hospital, so it is regarded a burden to re-write information from their surgery notes into hospital 

notes. 

Because of this barrier the hospital does not often have a problem list for each patient on 

admission. For surgical patients the anesthetist may document comorbidities, but this is often 

done on the day of surgery, so the information cannot easily be used for planning or safety. Chronic 

conditions which are not monitored and managed according to best practice, and documented 

appropriately, will not factor into the complexity calculation for the hospital episode.  

This paucity of documentation carries over to progress notes and post-operative care. 

Many private hospitals, also have a relatively low rate of coding queries. These are questions asked 

by coders/HIMs back to clinicians to confirm comorbidities detected during the coding process. 

These may be new conditions picked up from data sources like labs or medications, but they also 

may be clarifications specific to clarify which specific ICD-10AM code is assigned, which can have 

significant implications to revenue. 

Nursing documentation can be useful to understand emerging comorbidities and complications; 

however, the information must be confirmed by a doctor to be coded, which can be challenging 

given the significant time constraints on clinicians 

The lack of documentation, particularly for doctor progress notes can also reduce revenue in the 

context of ICU reimbursements which require documented visits by ICU consultants. 

For non-ABF episodes, such as per-diem admissions, the selection of the primary diagnosis ICD-10 

code plays a significant role in determining how many days the hospital will be paid for. In cases 

where there is flexibility to choose between valid options for primary diagnosis, the higher revenue 

option can be selected but this requires the coder understanding the options and knowing the 

reimbursement level for each DRG/Fund combination.  

 

2.2 MBS Item Documentation 

Documenting the operations conducted for each patient has been a source of revenue leakage 

because surgeons may inadvertently document different MBS item numbers within the hospital 

and then in their rooms for billing. Funders will reject cases where such mismatches occur. 

Also, in certain cases a certificate is required from the doctor for type B and C procedures for 

reimbursements for overnight stays. If doctors forget to fill out the certificate, then the funder can 

refuse to pay for the overnight admission. 
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2.3 Safety and Quality 

In the past the ABF has been neutral to safety and quality. Following other countries, Australia is 

now using the ABF model to promote safety and quality, and this trend is seen in funding 

arrangements for private hospitals where hospitals will not be reimbursed for certain diagnosis 

codes if they are regarded as hospital acquired conditions (HACs). 

Improving safety and quality in the private setting requires identifying at risk patients, and ensuring 

that best-practice protocols are in place to manage known safety problems, such as the list of 

HACs. 

This area is likely to be a growing source of revenue leakage if systems are not put into place to 

improve safety and quality. 

 

2.4 Coding and Coding Queries 

Clinicians often do not document care to the level required for coding and revenue purposes. If the 

above steps are followed (Documentation, Safety) a hospital is still dependent on a good coding 

team to bill accurately. Best practice in coding can cost $60 per separation (based on Victorian 

public health coding costs). Coding can represent a significant cost item, however the investment 

in coding may not be realised simply because of the lack of appropriate documentation. In addition, 

coding queries to doctors after the patient has been discharged are unpopular for VMOs.  

 

3.0 An overview of current fund billing practices 

Private hospitals have a variety of funding arrangements in place with funds for admitted patients. 

Fundamental to these arrangements is the concept of the Diagnostic Related Group, or DRG. The 

DRG is designed to classify patients based on their clinical conditions and conducted procedures 

such that the costs of their treatments are similar. 

Each hospital visit is designated a DRG comprising an Adjacent DRG (ADRG) and a complexity 

level which reflects patient’s comorbidities1. Some DRGs do not have complexity level splits and 

are designated with a ‘Z’ character.  

For Private Hospitals, the arrangements with funders influence what information is considered 

when calculating reimbursements for care. Examples of funding arrangements include: 

▪ Activity-based funding (ABF) with complexity splits according to the Australian Refined 

DRG system (AR-DRG) 

▪ Some DRGs have a negotiated fixed reimbursement regardless of the complexity level (e.g. 

knee/hip replacements under BUPA) 

▪ Per Diem fees for certain conditions, with step-downs at different thresholds 

Under the full AR-DRG model the patient’s comorbidities can significantly influence the 

reimbursements — a high complex case can be 4 or more times the reimbursement of a non-

complex patient. 

                                                           
1 Other patient factors can influence the complexity level, such as age, ATSI status, etc. 
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4.0 The Role of Patient Complexity 

Due to different funding arrangements, not every patient episode's reimbursement depends on the 

patient complexity. However, accurately understanding patient complexity is important for the 

following reasons: 

▪ Ensuring the hospital receives the appropriate revenue for the level of complexity of each 

patient; highly complex patients require more resources, are at higher risk for extended 

length of stay, and have a higher risk of adverse events. 

▪ The ability to negotiate funding arrangements that reflect the accurate costings required to 

manage their patients. 

▪ Implementing patient-specific protocols for best practice and monitoring patient safety.  

▪ Improved planning for in-hospital and out-of-hospital management. 

▪ Better planning of resource utilisation such as allied health and interventions. 

▪ Understanding patient comorbidities allows organisations to compare service and/or 

clinician performance. 

‘Within ABF it is essential that coded data accurately reflect the 

resources required to provide appropriate patient care, and to fully 

inform the funding model to ensure commensurate compensation for 

health services provided.’  

— NCCH 

If patient complexity is not properly captured by the Private Hospital, it can result in: 

▪ Reduced revenue because patients are documented as less complex than they are. 

▪ Unfavourable reimbursement levels for fixed-price arrangements (e.g. hip & knee 

replacements) because the data does not reflect actual complexity. 

▪ The appearance of a badly performing hospital because of the higher than expected rate of 

key KPIs (hospital acquired conditions, length of stay, readmissions, return to surgery, 

additional days in ICU, additional rehab days, and mortality). 

▪ Medico-legal risk for the clinicians and hospital. 

 

4.1 Processes necessary to document complexity 

In the AR-DRG model the process of assigning a complexity level to a patient’s episode comprises 

the following (idealised) high level steps: 

1. Patient comorbidities and complications are documented by Doctors. 

2. Coders assign one of 16, 826 ICD-10AM diagnosis codes to the comorbidity and 

complications. 

3. Grouping software looks up the weight for each additional diagnosis code and calculates an 

overall score that determines the complexity level for the patient’s episode. 



 

Patient Complexity: The key to preventing revenue leakage in Private Hospitals 6 

Using the nomenclature of AR-DRG version 8, each identified diagnosis has a diagnosis complexity 

level (DCL)2 specific to each ADRG. If the diagnosis has a non-zero weight for the patient’s ARDRG 

it will contribute to the score of the overall Episode Clinical Complexity Level (ECCS)3. The ECCS is 

then used to determine the complexity split for the ADRG to generate the final DRG4. 

To comply with the Australian Coding Standards the following must occur for this coding process 

to be done correctly: 

▪ Doctors must generate accurate clinical documentation, and they must confirm any 

conditions detected by nurses, allied health or through other data sources (labs, meds). 

▪ For a comorbidity to be counted (assigned a DCL) it must be ‘affecting patient 

management’ and be documented as such; i.e. a patient can have hypertension, but unless 

a doctor documents the plan to manage the condition it will not count in the calculation of 

the ECCS and therefor the complexity level. 

▪ Coders (or Health Information Managers, HIMs) cannot ‘hunt’ for diagnoses to generate 

higher complexity scores, ask leading questions. 

▪ If a Coder or HIM picks up a diagnosis that has not been confirmed by the doctor, e.g. in a 

nursing note, then a coding query can be generated to ask the doctor to confirm the 

diagnosis, so it can be considered. 

In recent years funders have started auditing records to check if diagnoses assigned a DCL have 

the appropriate documentation compliant with coding standards. If the documentation is lacking, 

then the funders can claw-back the associated revenue from the hospital. Even if a system of 

coding queries is in place for doctors to confirm diagnoses, the following approaches can fail audit: 

▪ Querying conditions that are routine/expected. 

▪ Querying a condition for which there is no clinical indicator. 

▪ Leading a clinician to the answer that maximises reimbursement. 

The strategy, outlined below, is Alcidion’s solution to improve documentation in real-time while 

providing VMOs with streamlined workflows. 

 

 

 

 

 

 

 

 

 

                                                           
2 Previously CCL. 
3 Previously PCCL. 
4 In version 8 the ECCS alone is used to determine the complexity split in 315 of the 321 ADRGs which have 

splits. 
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5.0 Maximising available data  

One of the key strategies to improve the documentation of patient clinical complexity is to 

maximize the use of available data sources to detect both prior comorbidities that may influence 

management, and emerging complications. These conditions need to be confirmed by doctors 

which is best done during the patient’s stay rather than retrospectively. The aim is for clinicians to 

see clinical documentation as a way of driving efficiency — it must save them time. 

It is important that any approach maintains an arms-length relationship between clinical 

documentation and generating the final coding for reimbursement to avoid ‘hunting’ for diagnoses 

that carry high weights (i.e. DCL) for specific DRGs. The weight of a condition to the complexity 

level of a DRG will vary with different versions of the AR-DRG system over time. A robust approach 

is based on good clinical practice and not a specific DRG implementation. 

Core to a data-driven approach this is the concept of structured data. Unlike free-text notes, 

structured data is information captured in a way that computer algorithms can understand without 

ambiguity. It is well established in the informatics literature that clinical decision support is critical 

to improving compliance to best practice, reduction in unexplained variation and improving safety. 

We also propose that this approach can vastly improve the efficiency of coding. 
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Alcidion has developed a novel approach to improving revenue and safety, while improving both 

clinical and coder productivity. The high-level solution workflow for Alcidion’s Revenue and 

Reimbursement Manager solution is shown below: 

1. The pre-admission form is entered electronically into a data capture form that codes 

conditions as structured data (clinical interface terminology). 

2. The conditions are ‘proposed’ problems, that is they must be confirmed by the doctor, and 

stored in the Miya Analytics Platform. 

3. The proposed problem list is sent to the Miya Clinical Decision Support (CDS) engine which 

prepares the appropriate safety and monitoring protocols for relevant conditions, once 

confirmed. 

4. Labs, medication data, nursing notes and observations are collected into the Miya Platform 

during the admission. 

5. The uniform data from the Miya Platform is sent to the CDS to monitor for new conditions, 

new clinical risks. 

6. Orders, conditions and risks are aggregated by the CDS and presented to the relevant 

doctor via the Miya Ward Round App. 

7. The doctor uses the Miya Ward Round mobile app to confirm clinical conditions, add 

structured ward round notes, optionally confirm MBS items. All data is stored in the Miya 

Platform. 

8. At the end of the episode, all relevant clinical coded data is sent to a coding platform for the 

generation of a coding sheet that maps clinical terms to ICD-10AM codes. 

 

6.0 Benefits 

▪ Significant comorbidities are picked up from the pre-admission form and used to generate a 

proposed problem list which will allow the Miya Platform to detect relevant comorbidities 

that require management for the specific patient, and will form the basis of understanding 

the true nature of the patient’s complexity. 

▪ Doctors confirm conditions and complications daily using a fast-mobile app, so that all 

significant issues are documented at the time and not retrospectively. Data confirmation is 

used to trigger best-practice guidelines in the form of standing orders which alleviate 

doctors from having to do mundane activities e.g. remember to order electrolytes and 

monitor renal function for at risk patients. 

▪ The CDS is configured to detect new complications and problems from data feeds, as well 

as monitor for clinical risks. 

▪ MBS entered data in the hospital can be sent electronically to the doctor’s rooms to 

coordinate consistent billing. Certificates can be presented as part of MBS data entry. 

▪ The Ward Round app provides documentation for billing and for medic-legal coverage that 

doctors have attended the patient. In addition, it provides the ability for doctors to monitor 

their patients from outside the hospital. 
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▪ The combination of the Miya Platform integrated with a coding platform will dramatically 

reduce the need for skilled coders and can be used for automatic coding in certain patients. 

 

7.0 Summary 

Patient complexity affects many areas of any hospital but its impact on the revenue leakage of a 

Private Hospital is far-reaching. As Private Hospitals come under increasing pressure from Health 

Insurers to provide full audit trails for future and past cases, documentation gaps and a lack of 

patient information will leave them in a vulnerable position for revenue claw back. This alone is 

enough of an impact, but the gaps in information also lead to complexity being under coded, so 

revenue is lost without anyone really being able to quantify the true cost or understand how to stop 

it. 

Patient complexity can change at any point during a hospital stay with new complications and 

problems arising at any time. Having visibility of a patient in real-time and being able to quickly 

monitor, treat and document these changes as they happen ensures the hospital is correctly 

reimbursed for the care and services they provide, has an audit proof trail of documentation that 

reduces the risk of revenue claw back, and increases efficiencies for VMO and clinical staff. 

Alcidion has developed a solution that addresses revenue leakage by surfacing data that helps to 

identify, document and treat patient complexity, and presents a new paradigm through which 

Private Hospitals can ensure best practice, improve patient safety and increase efficiency. 

  

 

 

 

 

 

 

 

Want to know more? 

If you would like to find out more about how Alcidion can help reduce revenue leakage and 

improve patient safety in your Private Hospital, email miyarevenue@alcidion.com or call 1 800 

767 873 to request your free consultation. 

mailto:miyarevenue@alcidion.com
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