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} Introduction to Diagnosis Related Groups (DRGs) 
ƁAR-DRG Classification System 

ƁAR-DRG Grouping process 
 

}DRG Complexity 
ƁRevision of the case complexity model 

 

}Changes from AR-DRG V6.0 to V8.0 
ƁAdditions, removals 

ƁChanges to the underlying grouper logic 
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Introduction  
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} Diagnosis Related Groups (DRGs) refer to a patient classification 
system that provides a clinically meaningful way of relating the 
types of patients treated in a hospital to the resources required by 
the hospital to treat them 

} The DRG system enables the disaggregation of patients into 
homogeneous groups, which undergo similar treatment processes 
and incur similar levels of resource use 

}5wDǎ ǳǎŜ ƛƴŦƻǊƳŀǘƛƻƴ ƛƴ ǘƘŜ ǇŀǘƛŜƴǘΩǎ ƘƻǎǇƛǘŀƭ ǊŜŎƻǊŘ ǎǳŎƘ ŀǎ 
diagnoses, procedures, and other information such as age and 
length of stay to classify the patient 
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} DRGs enable the measurement of hospital output taking into 
account the different mix of cases treated in hospitals 

} This allows for a meaningful comparison of hospital efficiency to be 
made and can provide a basis for service planning, budgeting and 
financing 

} Since 2004 Ireland has been using the Australian Refined DRG 
system 

} Up until 2013 it was used to measure efficiency and to determine 
Casemix budget adjustments 

} In 2016 it forms the basis of Activity Based Funding 

 

5 



 

 

 

The AR- DRG  
Classification System  
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} Australian developed system 

} Designed based on ICD-10-AM/ACHI clinical coding 

} First released in 1998 

} Generally updated every 2 years 

}LǊŜƭŀƴŘ ŘƻŜǎƴΩǘ ŀŘƻǇǘ ŀƭƭ versions 

} Last change in Ireland was from v5.1 to v6.0 in 2009 

} Current change is from v6.0 to v8.0 
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The AR-DRG classification has a hierarchical structure: 

 

}Major diagnostic category (MDC) 
 

} Surgical/medical/other partitions 
 

} Adjacent diagnosis related groups (ADRGs)  
 

} Diagnosis related groups (DRGs)  
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}DRGs are identified by a 4 character code 
 

9 

Example:  
DRG B70A Stroke and other cerebrovascular disorders, Major Complexity  
B: MDC ς  diseases and disorders of the nervous system,  
70: medical,  
A: split ranking it as highest complexity level within the ADRG group. 

B 7 0 A 
Indicates the 
MDC to which 
the DRG belongs 

Indicates the complexity 
level of a DRG 
A ς highest  
B ς second highest  
C ς third highest 
D ς fourth highest 
Z ς no split Indicates the partition  to 

which the DRG belongs: 
       01-39 ς surgical 
       40-59 ς other 
       60-99 medical  



} A DRG is assigned for each episode of care using DRG grouper 
software 
 

} There are 7 steps in the DRG grouping process 
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1. Demographic and Clinical Edits 
¶ Edits check the validity of the data  

¶ Demographic edits check age, sex, LOS, etc. 

¶ Clinical edits validate all ICD-10-AM/ACHI diagnosis and 
procedure codes 

¶ Cases with major errors are assigned to error DRGs 

 

2. Major Diagnostic category (MDC) Assignment 
¶ MDCs are roughly aligned along body system 

¶ Assignment generally based on principal diagnosis 

¶ Exceptions can occur 
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3. Pre-MDC Processing 
¶ Identifies and assigns the very high cost DRGs which comprise 

the pre-MDC category  

¶ Changes MDC assignment in cases where MDC is not defined 
exclusively based on PDx 
 

4. MDC Partitioning 
¶ Assignment of cases to Surgical, Medical or Other partitions 

¶ Mainly based on the presence or absence of OR and non-OR 
procedures 
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5. Adjacent DRG (ADRG) Assignment 
¶ Assignment mainly based on diagnosis and procedure codes 

 

6.  DCL and ECCS assignment 
¶ Every diagnosis in each ADRG is assigned a DCL (0 to 5) 

¶ These are combined into a ECCS score which measures each 
ŜǇƛǎƻŘŜΩǎ ŎƭƛƴƛŎŀƭ ŎƻƳǇƭŜȄƛǘȅ 
 

7. DRG Assignment 
¶ Assignment of a DRG within the ADRG is based mainly on ECCS 
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Complexity ð  
Revision of the case 
complexity model  
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} The treatment of diseases and disorders can be made more difficult 
and expensive by the presence of multiple conditions and/or the 
development of complications during an episode of care 

} It is therefore important for DRG classifications to recognise and 
measure clinical complexity 

} A complexity model is used to split ADRGs into DRGs 

} Complete revision of the complexity model in V8.0  
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} Prior to V8.0, the complexity methodology had not been revised 
since its introduction in 1998 

} Improvements in data collection, costing and computing capacity.  

} Revision work commenced by the ACCD in 2013 identified the need 
to redevelop the case complexity system so that it better reflected 
the latest costing data 

} New model created for AR-DRG V8.0 - Episode Clinical Complexity 
Model (ECC Model) 
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AR-DRG V6.0 AR-DRG V8.0 
NA Episode Clinical Complexity (ECC) Model  assigns a score to each 

episode. These scores quantify relative levels of resource utilisation 
within each ADRG and are used to split ADRGs into DRGs on the 
basis of resource homogeneity.  

Complication and/or Comorbidity (CC) codes are the 
diagnosis codes that may contribute to the calculation of 
PCCL (i.e. the diagnoses that may affect the calculation of 
episodes level complexity). 

Complex Diagnoses (CDs) in a particular ADRG are the set (or list) 
of diagnoses that may affect the calculation of episode clinical 
complexity in that ADRG. CDs differ across ADRGs. 

Complication and Comorbidity Levels (CCLs) are integer 
values between 0 and 4 assigned to diagnosis codes as 
complexity weights, specific to the ADRG of the episode. 
Only CC codes receive nonzero CCLs. 

Diagnosis Complexity Levels (DCLs) are integer values between 0 
and 5 assigned to diagnosis codes as complexity weights, specific 
to the ADRG of the episode. The CDs of an ADRG are precisely 
those diagnoses assigned a nonzero DCL. 

Patient Clinical Complexity Level (PCCL) is an integer 
between 0 and 4 assigned to episodes as measure of the 
ŎǳƳǳƭŀǘƛǾŜ ŜŦŦŜŎǘ ƻŦ ŀ ǇŀǘƛŜƴǘΩǎ //ǎΦ 

Episode Clinical Complexity Score (ECCS) is a value between 0 and 
32 assigned the measure of the cumulative effect of DCLs for a 
specific episode. 

Mild, moderate, severe and catastrophic CCs are 
descriptive terms used in the naming of DRGs where PCCL 
has been used as a splitting variable. 

Minor, Intermediate, Major and Extreme Complexity are 
descriptive terms used in the naming of DRGs where ECCS has 
been used as a splitting variable. 

Source: https://www.accd.net.au/Education.aspx?page=4  



} The ECC Model is the component of the AR-DRG classification that 
recognises and allows for cost variation within ADRGs 

ƁEach diagnosis is assigned a complexity level known as the Diagnosis 
Complexity Level (DCL) 

ƁThe DCLs for each episode are combined to give an Episode Clinical 
Complexity Score (ECCS) 

ƁECC Model uses the ECCS to split ADRGs into DRGs 
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} DCL values are integer values ranging from 0 to 5 

} DCL assigned for each diagnosis within each ADRG  

} Some diagnoses are excluded from the model, these diagnoses get 
a DCL of 0 

 

20  



 

 

 

 

 

21  

} The DCLs of the episode are then combined using an algorithm to 
create the ECCS associated with the episode. The ECCS is a value 
between 0 and 32 

} The algorithm combines the DCLs in descending order and includes 
a decay component to adjust for the correlation among diagnoses 
and overlapping of cost associations 

 

 

 

 
 

 

 

 



B02A Cranial Procedures, Major Complexity 

B02B Cranial Procedures, Intermediate Complexity 

B02C Cranial Procedures, Minor Complexity 

 

If (ECCS >= 3.5) then B02A;  

else if (ECCS >= 2.0) then B02B;  

else B02C 
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AR-DRG V6.0 AR-DRG V8.0 

B02A Cranial Procedures W Catastrophic CC B02A Cranial Procedures, Major Complexity 

B02B Cranial Procedures W Severe CC B02B Cranial Procedures, Intermediate Complexity 

B02C Cranial Procedures W/O Catastrophic or 
Severe CC B02C Cranial Procedures, Minor Complexity 



 

 

 

Changes from AR - DRG    
V6.0 to V8.0  
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} Number of DRGs has increased from 698 in AR-DRG V6.0 to 807 in 
AR-DRG V8.0  

} Number of ADRGs has increased from 399 in AR-DRG V6.0 to 406 in 
AR-DRG V8.0 
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ADRGs added 14 

ADRGs removed 7 

Splits added 194 

Splits removed 22 

  V6.0 V8.0 

ADRG splitting No. ADRGs 

No split (Z)  156 85 

Two levels (A,B) 192 246 

Three levels (A,B,C) 46 70 

Four levels (A,B,C,D) 5 5 

Total ADRGs 399 406 

Total DRGs 698 807 




