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 At this point in the year, most of you are 

already familiar with the Offi ce of Inspector 

General’s (OIG’s) Fiscal Year 2004 Work Plan.  

Consistent with years past, the 2004 plan includes 

a mix of repeat items and new areas in which 

the OIG intends to focus.  With so many topics, 

it was diffi cult to narrow the focus of this article.  

However, given the efforts being undertaken by 

the OIG, as well as Medicare Fiscal Intermediaries, 

Quality Improvement Organizations1 and Program 

Safeguard Contractors2, it seemed logical to focus 

on acute care hospital diagnosis-related group 

(DRG) coding and the expanded transfer defi nition.  

 In the 2004 Work Plan under the topic 

Diagnosis-Related Group Payment Limits, the OIG 

states that it will “assess the ability of Medicare 

contractors to limit payments to hospitals for 

patients who are discharged from a prospective 

payment system inpatient hospital and admitted to 

one of several post-acute settings.  This limitation 

applies to certain DRGs.  Prior OIG reviews indicated 

that a lack of controls had resulted in signifi cant 

overpayments.”  This area is also commonly 

referred to as “transfer versus discharge3”, and 

has been an OIG Work Plan item since 1999.  It 

also appears as a risk area in the OIG’s 1998 

Compliance Program Guidance for Hospitals.  

 Beginning with discharges on or after October 

1, 19984, a “qualifi ed discharge” from one of ten 

DRGs to a post-acute care provider was treated by 

Medicare as a transfer case.  To meet Medicare’s 

defi nition of a “qualifi ed discharge5”, the following 

criteria must be met:

Is Your Facility in Compliance With 

Medicare’s Expanded “Transfer” Defi nition?  

• The patient must be discharged from a 

prospective payment system (PPS) hospital; 

and

• The patient’s stay must be classifi ed into one of 

the ten designated DRGs; and

• The patient’s length of stay in the initial PPS 

hospital must be less than the geometric mean 

length of stay for the DRG category; and

• The patient is discharged to a hospital or 

hospital unit that is not a PPS hospital (this 

excludes psychiatric hospitals or units, 

rehabilitation hospitals or units, children’s 

hospitals, long-term care hospitals, and cancer 

hospitals); or

• The patient is admitted to a skilled nursing 

facility; or

• The patient is provided with home health 

services by a home health agency if the 

services relate to the condition or diagnosis for 

which the individual received inpatient hospital 

services and if these services are provided 

within three days from the date of discharge.

 The patient’s discharge status is communicated 

to Medicare via the assignment of a patient status 

code, which appears in UB-92 fi eld locator 22.  

(See Appendix One for a current listing of patient 

status codes and Medicare definitions.)  If the 

case is deemed a “transfer”, Medicare provides 

full payment to the fi nal discharging hospital.  Each 

transferring hospital is paid a per diem rate for each 

day of the stay, not to exceed the full DRG payment 

that would have been made if the patient had been 

discharged without being transferred.  
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Despite the OIG focus on this area, audit results 

indicate that hospitals are failing to accurately 

record post-acute care transfers6. 

• The most recent audit of DRG payments for 

fi scal year 2000, combined with similar audits 

from FY 1999, indicate that CMS has overpaid 

hospital claims by approximately $116 million 

for the initial two-year period of the post-acute 

care transfer policy.

• Medicare is failing to detect incorrect patient 

status code assignment, and CMS lacks 

controls or edits in the Common Working File 

(CWF) to detect overpayments to prospective 

payment system (PPS) hospitals that result 

from improperly coded transfers.

The risk surrounding this “transfer versus 

discharge” issue further increased October 1, 

2003 when Medicare expanded the list of DRGs 

included in the transfer defi nition from the original 

ten to twenty-nine.  Table 1 details the complete list 

of transfer DRGs, along with the related GMLOS.

This is not a simple area for hospitals to 

comply with, as the process of assigning a patient 

status code involves coordination between 

case management, discharge planning, health 

information management (HIM) and sometimes 

nursing.  In most hospitals, HIM personnel either 

assign the patient status code or have responsibility 

for verifying the patient status code assigned by the 

nursing unit.  If there is not clear documentation 

in the medical record regarding the patient’s 

destination, errors can be made in the assignment.  

Some facility information systems have complex 

crosswalks between an internal patient status code 

and the listing of patient status codes required by 

Medicare.  If these crosswalks are not maintained 

and periodically verifi ed for accuracy, errors can 

be made without anyone realizing it.  There is also 

frequently confusion about where the patient is 

going and how to assign a status code.  The code 

should refl ect the licensure of the facility rather than 

the type of care the patient is expected to receive.  

Finally, the documentation in the record from case 

management or discharge planning may not clearly 

refl ect where the patient was discharged.  All of 

these factors can contribute to incorrect patient 

status code assignment, which, when involving 

one of the twenty-nine DRGs above, may result in 

incorrect payment.  

To conduct a compliance audit in this area, the 

sample selection should use broad enough criteria 

to validate the overall process for assigning patient 

status codes and to identify potential coding 

errors.  Sample selection criteria might include the 

following:

• Primary payer is Medicare.

• The DRG is one of the twenty-nine included in 

the expanded transfer defi nition.

• The patient’s length of stay is less than the 

GMLOS.

• The patient was discharged to a post-acute 

care setting falling within Medicare’s defi nition.

Based on the outcome of the compliance 

audit, your organization may need to consider 

changing documentation processes, creating or 

revising discharge planning forms, re-educating 

coding personnel and putting ongoing monitoring 

processes in place as a control in this area.  

Given the OIG’s past fi ndings in this area and the 

new initiatives being undertaken by the Program 

Safeguard Contractors to compare submitted 

Medicare billing data (for example, between 

hospitals and home health agencies), this is clearly 

an area that should be given high priority for review. 

!
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Footnotes:
1  The term Quality Improvement Organization refers 

to the contractors formerly known as Peer Review 

Organizations.
2 Additional information about the Program 

Safeguard Contractors is located on the Centers for 

Medicare and Medicaid (CMS) web site.
3 Discharges and transfers under the inpatient 

prospective payment system (PPS) are defi ned in 

42 CFR 412.4(a) and (b).
4 See the July 31, 1998 Federal Register Volume 

63, Number 147:  Medicare Program:  Changes 

to the Hospital Inpatient Prospective Payment 

Systems and Fiscal Year 1999 Rates; Final Rule.
5  Section 1886(d)(5)(J)(ii).
6 The OIG report identifi cation numbers are: A-04-

00-02162, A-04-00-01210, A-04-0122, and A-04-

02-07005.
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Table 1:  

Transfer DRGs as of October 1, 2003

12 Degenerative Nervous System 

Disorders

4.5

14 Intracranial Hemorrhage and Stroke 

with Infarction 

4.7

24 Seizure and Headache Age >17 w/CC 3.7

25 Seizure and Headache Age >17 w/o CC 2.5

88 Chronic Obstructive Pulmonary 

Disease 

4.1

89 Simple Pneumonia and Pleurisy Age 

>17 w/CC 

4.9

90 Simple Pneumonia and Pleurisy Age 

>17 w/o  CC 

3.4

113 Amputation for Circulatory System 

Disorders Except Upper Limb and Toe 

10.4

121 Circulatory Disorders With AMI and 

Major Complication; discharged alive

5.3

122 Circulatory Disorders With AMI Without 

Major Complications; discharged alive

2.9

127 Heart Failure & Shock 4.2

130 Peripheral Vascular Disorders w/CC 4.5

131 Peripheral Vascular Disorders w/o CC 3.3

209 Major Joint Limb Reattachment 

Procedures of Lower Extremity 

4.4

210 Hip and Femur Procedures Except 

Major Joint Age >17 w/CC 

6.1

211 Hip and Femur Procedures Except 

Major Joint Age >17 w/o CC

4.5

236 Fractures of Hip and Pelvis 3.9

239 Pathological Fractures and 

Musculoskeletal and Connective 

Tissue Malignancy

5.1

277 Cellulitis Age >17 w/CC 4.7

278 Cellulitis Age >17 w/o CC 3.5

294 Diabetes Age >35 3.5

296 Nutritional and Miscellaneous 

Metabolic Disorders Age >17 w/CC 

4.0

297 Nutritional and Miscellaneous 

Metabolic Disorders Age >17 w/o CC

2.7

320 Kidney and Urinary Tract Infections 

Age >17 w/CC

4.3

321 Kidney and Urinary Tract Infections 

Age >17 Without CC

3.1

395 Red Blood Cell Disorders Age >17 3.2

429 Organic Disturbances and Mental 

Retardation

4.5

468 Extensive O.R. Procedure Unrelated to 

Principal Diagnosis

9.4

483 Tracheotomy With Mechanical 

Ventilation 96 + Hours or Principal 

Diagnosis Except Face, Mouth and 

Neck Diagnosis

34.2

DRG Description GMLOS 

(days)

DRG Description GMLOS 

(days)
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Appendix One: Patient Status Codes

Code Defi nition

01 Discharged to home or self care (routine charge)

02 Discharged or transferred to another short-term general hospital

03 Discharged or transferred to a SNF

04 Discharged or transferred to ICF

05 Discharged or transferred to another type of institution (including distinct parts)

06 Discharged or transferred to home care of organized home health service organization

07 Left Against Medical Advice

08 Discharged or transferred to home under care of a home IV drug therapy provider

09 Admitted as an inpatient to this hospital

20 Expired (did not recover – Christian Science patient)

30 Still patient

43 Discharged or transferred to a Federal Hospital

50 Hospice-home

51 Hospice-medical facility

61 Discharged or transferred within this institution to a hospital-based Medicare 

approved swing bed

62 Discharged or transferred to an inpatient rehab facility including rehab distinct 

part units of a hospital


