
Cloudmed leverages data science and advanced technologies in the CloudmedAI™ platform to analyze very 
large data sets, identifying trends and patterns in payer denials that provide actionable insights for process 
improvement and revenue recovery. Below are the five diagnostic codes that payers most frequently deny 
upon a clinical validation review (based on Cloudmed analysis), reasons for the denials, and tips from our 
experts on how to prevent future denials.  

Top 5 diagnosis codes denied 
by payers tip sheet

Diagnostic Code Denial Reasons Denial Prevention Tips 

A41.9 - Sepsis, 
unspecified organism

By far the highest denied code with 3x 
more inventory than the next highest 
volume. This is due to the change 
from Sepsis-2 to Sepsis-3 back in 
2016 (JAMA link) and the continued 
discrepancy in the coding guidance vs. 
clinical indicators and CMS reporting. 
Even when the denial is based in 
Sepsis-2, sometimes documentation 
does not clearly support the severity 
of systemic infection and the principal 
diagnosis of sepsis is often revised 
with the localized infection code.  

If the facility has not yet adopted 
Sepsis-3, it is important to have internal 
guidance regarding the diagnosing 
and coding of sepsis for consistency. 
Coding of sepsis should be based on 
documentation of a clear systemic 
infection. As one auditor likes to quote 
in their letters: “All septic patients have 
an infection, but not all patients with an 
infection have sepsis.” 

J96.01 - Acute 
respiratory failure with 
hypoxia

Denials often cite stable oxygenation 
with minimal or PRN O2 usage, with 
rapid recovery to baseline. 

Documentation should reflect objective 
symptoms of respiratory distress as well 
as a saturation < 91%. Blood gases are 
often missing from the documentation for 
patients diagnosed with this condition, 
which detracts from the support for true 
respiratory failure.  

N17.9 - Acute kidney 
failure, unspecified  

Many patients have an elevated 
creatinine that is still within the 
“normal” range, with no available 
baseline for comparison. Denials cite 
KDIGO which has specific parameters 
for increased creatinine to rise to the 
level of AKI.  

There is often physician documentation 
for this diagnosis based on lab values, 
but the clinical indicators may not 
support the condition in totality. Follow 
up labs, treatment, and/or impact on 
comorbid conditions should be clearly 
documented to support the code.    
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https://jamanetwork.com/journals/jama/fullarticle/2492881
https://kdigo.org/guidelines/acute-kidney-injury/
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If you found this tip sheet helpful, you may be interested in learning how 
a hospital with $1 billion in revenue recovered $40 million in overturned 
denials. Download the case study for more information. 

Cloudmed partners with over 3,100 healthcare provider organizations in the United 
States and recovers over $1.7 billion of underpaid or unidentified revenue for its clients 
annually. We are unique in our ability to utilize industry-leading expertise and the powerful 
CloudmedAI™ Platform to help providers boost productivity and increase revenue.
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SPEAK WITH AN EXPERT

Diagnostic Code Denial Reasons Denial Prevention Tips 

G93.41 - Metabolic 
encephalopathy 

Patients with an altered mental 
status are often diagnosed with an 
encephalopathy, the type of which 
can vary. Denials for the diagnosis 
often cite unclear documentation 
regarding the cause and/or conflicting 
information about the patient’s mental 
status. 

Since the hallmark of encephalopathy 
is an altered mental status, consistent 
documentation of such from care 
providers is important to support the 
diagnosis. Resolution of an altered 
mental status once the underlying 
condition is treated is also supportive 
evidence of metabolic encephalopathy 
vs. other types.    

E87.1 - Hypo-
osmolality and 
hyponatremia 

The removal of this diagnosis is 
often based on a lack of significant 
reduction in sodium levels and no 
treatment directed toward the 
condition. Very often, the patient’s 
sodium is mildly below the facility 
reference range. This denial can be 
especially difficult to overcome based 
on documentation. 

Documentation should clearly note 
the drop in value from the patient’s 
baseline, when available. Treatment for 
the condition, especially in the form of 
intravenous hydration, should be tied to 
the low sodium levels with repeat labs 
performed. 
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https://www.cloudmed.com/contact/

