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How PEPPER can assist in compliance program

PEPPER does not identify the presence of payment errors, but it can 
be used as a guide for auditing and monitoring efforts.  A hospital can 
use PEPPER to compare its claims data over time to identify areas of 
potential concern:

• Significant changes in billing practices

• Possible over or under coding

• Changes in length of stay  



MAC Jurisdiction Comparison Group 

• The MAC (Medicare Administrative Contractor) jurisdiction 
comparison group in PEPPER corresponds to the CMS MAC 
jurisdictions. 

• All hospitals that submit their claims to the respective MAC are in 
that MAC jurisdiction. 

• These jurisdictions have evolved as MACs consolidate. 







Claims Eligible for Short Term Acute Care PEPPER 



How Current is my PEPPER Data?

This data is not very current as you review your quarterly results.

It reports on a fiscal year:
• Q1 is October – December

• Q2 is January – March

• Q3 is April – June

• Q4 is July- September  





Target Areas on High Outlier Ranking Report 

• Stroke Intracranial Hemorrhage

• Respiratory Infections

• Simple Pneumonia

• Septicemia

• Unrelated OR Procedure

• Medical DRGs with CC or MCC

• Surgical DRGs with CC or MCC

• Single CC or MCC

• Excisional Debridement

• Ventilator Support

• Emergency Dept E and M Visits

• Transient  Ischemic Attack

• COPD

• Percutaneous Cardiovascular Proced

• Syncope

• Other Circulatory System Diagnoses

• Other Digestive System Diagnoses

• Medical Back Problems

• Spinal Fusion

• 3-day SNF qualifying Admissions

• 30- day Readm to Same or Elsewhere

• 30- day Readm to Same Hospital

• 2 DS Medical DRGs

• 2DS Surgical DRGs

• 1 DS Medical DRGs

• 1 DS Surgical DRGs  





Compare and Target Area 

• A hospital’s target area percent is compared to other hospitals’ 
percents in the nation, MAC jurisdiction and state. 

• If the hospital’s target area percent is at/above the national 80th 
percentile or at/below the national 20th percentile, it is identified as 
at risk for improper Medicare payments. 

• Compare and Target Area reports: 
• Red bold print – at or above the national 80th percentile for the target area. 

• Green italic print – at or below the national 20th percentile for the target 
area (areas at risk for undercoding only) 



Short- Term Acute Care PEPPER
Compare Targets Report Q2 FY 2018 Data
001870- Hospital K1870   

At or below the 20th percentile



20% is not a bad thing…. 
More focus on creating a compliant process 
and less focus on the fact you are an outlier







Comparison Group for Outlier Status 

Beginning with the Q1FY14 ST PEPPER release, outlier 
status is determined based on the national 80th/20th 
percentiles, not the jurisdiction 80th/20th percentiles. 

 Advantages: One set of standards for all hospitals in the nation, as 
opposed to multiple standards depending on the jurisdiction. 

 Stability as MAC jurisdictions consolidate. 

 Consistency with other types of PEPPER. 



Assessing Priority for Review 

1. Higher Volume

2. Percentage of Extremes

3. Large Sums of Reimbursement

So… “Sum of Payments and “Number of Target Discharges” can help 
you prioritize one place to start.  

For example: If you are at the 85 percentile for Single CC or MCC 
target area and are deciding between that target area and Septicemia, 
you might want to consider the Single CC or MCC target area.   



Target Sum 
Payments



Target Sum 
Payments



Total # of complex pneumonias up by 2
But 12 less than total pneumonias, so is 
an outlier



Measures too close to be meaningful 





High Outlier Ranking Report

This report focuses on high outliers and does not consider low outlier status for 
the coding-focused target areas.  

I use this report at my monthly UR Committee meetings to:

 Provide a high level overview to my leadership

 Compare each of the 12 quarters for high outlier status per target area

 Focused assessment on target areas that the committee identifies    



Top Surgical DRGs for Same 
and 1-day stay discharges  

DRG Description Same and 1-day 
Stay Count 

Total DC for DRG Proportion of 
Same/1-day stay  
to total DC for 
DRG

Hospital Average  
LOS for DRG

470 Major joint replacement or 
reattachment  of lower 
extremity w/o MCC

120 (8,000) 250 (37,000) 42% (24%) 2.0 (2.2)

247 Perc cardiovasc proc w/ drug 
eluting stent w/o MCC

50 (1,100) 110 (5,000) 38% (23%) 2.0 (1.8)

039 Extracranial procedures w/o 
CC/MCC

20 (1,200) 30 (1,500) 75% (76%) 1.4 (1.5)

483 Major joint/limb 
reattachment procedure of 
upper extremities 

20 (3,000) 30 (5,000) 54% (57%) 2.2 (2.5)

Red= jurisdiction data 

Data is only for example purposes



Questions??  


