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2011 Medicare Fee Schedule Fix 
On December 15, 2010, President Obama signed into law the Medicare and 
Medicaid Extenders Act (MMEA) of 2010.  Even though Congress ruled there 
would be a zero percent update to the fee schedule for 2011, the Act only af-
fected the Sustainable Growth Rate (SGR) reduction to the Fee Schedule For-
mula.    In 2011, the changes to the Practice Expense RVUs as well as the Medi-
care Economic Index adjustments effectively increased spending by more than 
$20 million dollars.  By law, Medicare spending cannot change up or down more 
than $20 million dollars.  Consequently, CMS had to adjust the conversion factor 
downward to achieve the budget neutral requirement.   

As a result, some specialties will be impacted more than others, depending on 
the updates to the Practice Expense RVUs that they use.  In 2010, the conver-
sion factor was $36.8729.  In 2011 the conversion factor was reduced to 
$33.9764.  The following lists the impact of the RVU and Economic Index adjust-
ments on some of the practice specialties. 
 

IDTF - 7% INCREASE 

HOSPITAL BASED RADIOLOGY - 3% DECREASE 

PATHOLOGY - 2% DECREASE 

ORTHOPEDIC - 3% INCREASE 

GASTROENTEROLOGY - 1% INCREASE 

NEUROLOGY - 2% INCREASE 

PEDIATRIC PULMONOLOGY - 0% CHANGE 

PEDIATRIC HOSPITALISTS - 1% DECREASE 
 

The MMEA also extends the 5% increase to mental health services payments, 
through December 31, 2011.  Just like the zero percent update, the five percent 
increase will be reflected in the revised 2011 Fee Schedule. 
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Last November, when 

CMS released its 2009 

Comprehensive Error Rate 

Testing Report, the na-

tional error rate for over-

payments to Medicare 

providers increased from 

3.3% in FY 2008 to 7.5% in 

FY 2009. In 2009, these 

overpayments amounted 

to approximately $23  

billion. 

What the law means for overpayments 

Another notable provision of the new law is a healthcare provider who receives a federal government 

overpayment must report that overpayment and return it to the government within 60 days of discov-

ering the error. Failure to do so will subject the provider to liability under the FCA, which includes civil 

penalties. 

For example, a healthcare provider who, upon discovery, fails to report and return an overpayment by 

Medicare within the time required by the new law will, in addition to the amount of the overpayment, 

also be subject to civil penalties. The issue of overpayments will be an interesting one to watch, as 

provider claims are paid by Medicare contractors after adjudication and, in theory, according to Medi-

care reimbursement methodologies. These provisions suggest that providers may be increasingly held 

liable for overpayments made, not only for errors they made (e.g., as a result of an error originating 

with how they submitted as claim), but for having been overpaid as a result of an error by the Medi-

care contractor who paid the claim. 

While providers may be amused at the prospect of being overpaid by Medicare when the typical com-

Ǉƭŀƛƴǘ ƛǎ ǘƘŀǘ aŜŘƛŎŀǊŜ ŘƻŜǎƴΩǘ Ǉŀȅ ƛǘǎ ŦŀƛǊ ǎƘŀǊŜΣ ŎƻƴǎƛŘŜǊ ǘƘƛǎΥ [ŀǎǘ bƻǾŜƳōŜǊΣ ǿƘŜƴ /a{ ǊŜƭŜŀǎŜŘ ƛǘǎ 

2009 Comprehensive Error Rate Testing Report, the national error rate for overpayments to Medicare 

providers increased from 3.3% in FY 2008 to 7.5% in FY 2009. In 2009, these overpayments amounted 

to approximately $23 billion. 

While CMS attributes much of the increase in errors to a change in review methodology, under the 

new law, providers can still be held liable for overpayments, many of which may be attributable to the 

carrier or fiscal intermediary that processes the claim. With the magnitude of all of the other changes 

ƻŎŎǳǊǊƛƴƎ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ǘƘŜ ƴŜǿ ƘŜŀƭǘƘ ƭŀǿΣ ǘƘŜǊŜΩǎ ŀ ǊŜŀǎƻƴŀōƭŜ ǇǊƻōŀōƛƭƛǘȅ ǘƘŀǘ ǇǊŜǾƛƻǳǎ ǘǊŜƴŘǎ ƻŦ 

payment errors by Medicare contractors will continue, if not increase, further extending the potential 

liability to providers for inadvertent errors on the part of the Medicare contractor who pays their 

claim. 

Not only must providers be concerned about the accuracy of claims they file; now they have to be 

ŎƻƴŎŜǊƴŜŘ ŀōƻǳǘ ǘƘŜ ŀŎŎǳǊŀŎȅ ƻŦ Ƙƻǿ aŜŘƛŎŀǊŜΩǎ ŎƻƴǘǊŀŎǘƻǊ ǇŀȅƳŜƴǘǎΦ 

άtǊŜǎƛŘŜƴǘ hōŀƳŀ ǊŜŎŜƴǘƭȅ ǎƛƎƴŜŘ ƻŦŦ ƻƴ ƭŜƎƛǎƭŀǘƛƻƴ ǘƘŀǘ ǾŜǊȅ ƭƛƪŜƭȅ ǿƛƭƭ ǊŜǎǳƭǘ ƛƴ ŀ 
ǎǳōǎǘŀƴǘƛŀƭ ƛƴŎǊŜŀǎŜ ƛƴ ƭŀǿǎǳƛǘǎ ŀƎŀƛƴǎǘ ƘŜŀƭǘƘ ŎŀǊŜ ǇǊƻǾƛŘŜǊǎέ 

Patient Protection and Affordable Care Act (PPAC) 

What This Means for You 

The following may be found at: https://
www.cms.gov/LegislativeUpdate/downloads/
PPACA.pdf. It is an excellent summary of the 
provisions of the Patient Protection and Af-
fordable Care Act, more commonly known as 
the Healthcare Reform Bill.  So often summari-
zations of the bill are provided that exclude 
major portions of the entire Act.  Even at that, 
this summary is limited to the CMS provisions. 
The entire Act can be found at  
 

http://democrats.senate.gov/reform/patient-
protection-affordable-care-act-as-passed.pdf.  
We encourage you to read the CMS provisions 
because you will garner a pretty good idea of 
what will be affecting your practice in the com-
ing years. In addition, there are significant 
provisions that have been added to the False 
Claims Act.  Below is an excellent article which 
includes points that we feel are very impor-
tant. 
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New Medicare Fraud and Provision Under the PPAC 

By Jeff Weinstein and Scott Honiberg for HealthLeaders Media , July 12, 2010  
President Obama recently signed off on legislation that very likely will result in a substantial increase in lawsuits against health care 
providers. Intended to combat fraud in the Medicare & Medicaid programs, several amendments in the Patient Protection and Afford-
able Care Act significantly change the status quo, and will require greater vigilance by healthcare providers in their dealings with the 
federal government. 

https://www.cms.gov/LegislativeUpdate/downloads/PPACA.pdf
https://www.cms.gov/LegislativeUpdate/downloads/PPACA.pdf
https://www.cms.gov/LegislativeUpdate/downloads/PPACA.pdf
http://democrats.senate.gov/reform/patient-protection-affordable-care-act-as-passed.pdf
http://democrats.senate.gov/reform/patient-protection-affordable-care-act-as-passed.pdf
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What the law means for the whistleςblower 

The most dramatic change in the law concerns whistleςblower actions under the federal False 

/ƭŀƛƳǎ !Ŏǘ όC/!ύΦ ¢ƘŜ C/! ƛǎ ƻƴŜ ƻŦ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ǘƻƻƭǎ ƛƴ ŦƛƎƘǘƛƴƎ ŦǊŀǳŘ ǎǳŎƘ 

as false billings and requests for payment, or improper retention of government overpayments. In 

perhaps the most important provision of the new legislation, a whistleςblower who initiates a 

ƭŀǿǎǳƛǘ ǳƴŘŜǊ ǘƘŜ C/! ŀƭƭŜƎƛƴƎ ǎǳŎƘ ŦǊŀǳŘ ƴƻ ƭƻƴƎŜǊ Ƴǳǎǘ ōŜ ǘƘŜ άƻǊƛƎƛƴŀƭ ǎƻǳǊŎŜέ ƻŦ ǘƘŜ ƛƴŦƻǊƳŀπ

tion. 

¦ƴǘƛƭ ƴƻǿΣ ǘƘŜ C/!Ωǎ άǇǳōƭƛŎ ŘƛǎŎƭƻǎǳǊŜέ ōŀǊ Ƙŀǎ ƳŜŀƴǘ ǘƘŀǘ ƛƴ ƻǊŘŜǊ ŦƻǊ ŀ ǿƘƛǎǘƭŜςblower to par-

ticipate in any settlement, he or she needed direct and independent knowledge concerning false 

billings or other false claims submitted to the government. The result was information that had 

already been publicly disclosed could not serve as the basis of a whistleςblower suit. 

Because the new law states that the government must now be a party in a hearing in order for the 

ƛƴŦƻǊƳŀǘƛƻƴ ŘƛǎŎƭƻǎŜŘ ƛƴ ǘƘŜ ƘŜŀǊƛƴƎ ǘƻ ŎƻƴǎǘƛǘǳǘŜ ŀ άǇǳōƭƛŎέ ŘƛǎŎƭƻǎǳǊŜΣ ƛƴŦƻǊƳŀǘƛƻƴ ŘƛǎŎƭƻǎŜŘ ƛƴ 

private litigation may now potentially be used as the basis of a whistleςblower suit under the FCA. 

! ǇƭŀƛƴǘƛŦŦ Ŏŀƴ ƴƻǿ ōŜ ŀ άǿƘƛǎǘƭŜςōƭƻǿŜǊέ ƳŜǊŜƭȅ ōȅ ƘŀǾƛƴƎ ƪƴƻǿƭŜŘƎŜ ǘƘŀǘ άƳŀǘŜǊƛŀƭƭȅ ŀŘŘǎ ǘƻέ 

allegations that have already been publically disclosed. 

The new law also allows a whistleςblower to initiate an action under the FCA based on facts that 

already have been disclosed to the public through state or local administrative reports, hearings, 

audits or investigations (unless the whistleςōƭƻǿŜǊΩǎ ŦŀŎǘǎ ŀǊŜ άǎǳōǎǘŀƴǘƛŀƭƭȅ ǘƘŜ ǎŀƳŜέ ŀǎ ǘƘƻǎŜ 

already disclosed). By essentially repealing, or, at least, lowering the public disclosure bar, Con-

gress hopes more instances of false claims will be disclosed, thus potentially resulting in more 

recovery by the government. 

The downsideτfor physicians, hospitals, and other health care providersτis that permitting suits 

based on information that has already been publicly disclosed is likely to prove tempting to poten-

ǘƛŀƭ ǇƭŀƛƴǘƛŦŦǎ ǿƘƻ ƘƻǇŜ ǘƻ ǎƘŀǊŜ ƛƴ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ǊŜŎƻǾŜǊȅΦ ¢ƘŜ ƴŜǿ ƭŀǿΩǎ ƛƳǇŀŎǘ ǿƛƭƭ ōŜ 

blunted somewhat by the fact that it is not retroactiveτthat is, a whistleblower cannot file suit 

ōŀǎŜŘ ƻƴ ŀ ǇǳōƭƛŎƭȅ ŘƛǎŎƭƻǎŜŘ ŎƭŀƛƳ ǘƘŀǘ ǿŀǎ ǎǳōƳƛǘǘŜŘ ǘƻ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘ ōŜŦƻǊŜ ǘƘŜ ƭŀǿΩǎ ŜŦŦŜŎπ

tive date of March 23, 2010. 

{ǘƛƭƭΣ ǘƘŜ ƴŜǿ ƭŀǿ ǿƛƭƭ ŀƭƭƻǿ ǇƭŀƛƴǘƛŦŦǎΩ ŎƻǳƴǎŜƭ ǘƻ ōŜƎƛƴ ŎƻƳōƛƴƎ ǘƘǊƻǳƎƘ ǇǳōƭƛŎ ǊŜŎƻǊŘǎ ŀƴŘ ƛƴŦƻǊπ

mation disclosed in private litigation in the hope of turning up information that can be used as the 

basis for a suit under the FCA, and it will be more difficult for healthcare providers who are the 

target of such suits to get them dismissed on jurisdictional grounds. 
 

What the law means for the AntiςKickback Statute 

A third important change in the law is the broadening of liability under the Medicare and Medicaid 

tŀǘƛŜƴǘ tǊƻǘŜŎǘƛƻƴ !Ŏǘ ƻŦ мфутΣ ŎƻƳƳƻƴƭȅ ƪƴƻǿƴ ŀǎ ǘƘŜ ά!ƴǘƛςYƛŎƪōŀŎƪ {ǘŀǘǳǘŜέ ό!Y{ύΦ tǳǊǎǳŀƴǘ 

to the new legislation, the government does not need to prove that a provider had actual knowl-

edge of the AKS or a specific intent to violate it; general criminal intent will now suffice for addi-

tional liability under the AKS. 

Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ ƴŜǿ ƭŜƎƛǎƭŀǘƛƻƴ ŀƳŜƴŘǎ ǘƘŜ !Y{ ōȅ ǎǘŀǘƛƴƎ ǘƘŀǘ ŀ ŎƭŀƛƳ ǘƘŀǘ ƛƴŎƭǳŘŜǎ άƛǘŜƳǎ ƻǊ 

ǎŜǊǾƛŎŜǎέ ǊŜǎǳƭǘƛƴƎ ŦǊƻƳ ŀ ǊŜŦŜǊǊŀƭ ƳŀŘŜ ƛƴ Ǿƛƻƭŀǘƛƻƴ ƻŦ ǘƘŜ !Y{ ƴƻǿ ǿƛƭƭ ŀǳǘƻƳŀǘƛŎŀƭƭȅ ǎǳōƧŜŎǘ ŀ 

provider to liability under the FCA, which includes a provision for treble damages. 

The new law provides for $250 million over the next ten years to help investigate and prosecute 

healthcare fraud. Coming on the heels of a recent upswing in investigations by the Justice Depart-

ment, as well as significantly greater public focus on healthcare costs, the new potential exposure 

under the FCA means that healthcare providers have to be extra vigilant in monitoring their bill-

ings and government payments. 
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ICD-9-CM FREEZE 

Due to the implementation of the ICD-
10-CM and ICD-10-PCS code sets on 
October 1, 2013, the ICD-9-CM Coordi-
nation & Maintenance Committee has 
decided to implement a partial freeze 
on updates to ICD-9-CM.  The Commit-
tee decided that the last regular annual 
update will be applied to the ICD-9 and 
ICD-10 codes sets in 2011.  Afterward 
that, only new code sets will be added 
to ICD-9 and ICD-10.  As of October 1, 
2013, only ICD-10 will be updated as 
ICD-9 will no longer be HIPAA compli-
ant.  The Committee will continue to 
meet twice a year to assess any neces-
sary changes. 

 

 

RED FLAG RULES 

On December 18, 2010 President 
Obama signed into law the άwŜŘ CƭŀƎ 
tǊƻƎǊŀƳ /ƭŀǊƛŦƛŎŀǘƛƻƴ !Ŏǘ ƻŦ нлмлΦέ  The 
Act clarifies the Red Flag Rule definition 
ƻŦ ŀ άŎǊŜŘƛǘƻǊέΦ  !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ !ŎǘΣ ŀ 
άŎǊŜŘƛǘƻǊέ ŜȄŎƭǳŘŜǎ ŀƴȅƻƴŜ άǘƘŀǘ ŀŘπ
vances funds on behalf of a person for 
expenses incidental to a service pro-
ǾƛŘŜŘ ōȅ ǘƘŜ ŎǊŜŘƛǘƻǊ ǘƻ ǘƘŀǘ ǇŜǊǎƻƴέΦ   
As a result, providers have been re-
lieved of complying with the FTC Red 
Flag Rules, but are still encouraged to 
look for any suspicious activities relat-
ing to medical identity theft.  
 

 

CMS DELAYS ORDERING/

REFERRING PHYSICIAN       

ENROLLMENT IN PECOS 

In 2010, CMS announced they would 
not pay claims if a referring provider 
was not enrolled in the Medicare PECOS 
system.  This rule keeps getting delayed 
by CMS out of concern regarding the 
time it takes to enroll providers in the 
PECOS system.  CMS has said they in-
tend to implement the rule later in 2011 
ŀƴŘ ƘŀǾŜ ƎƛǾŜƴ ŀ άǇƭŀŎŜƘƻƭŘŜǊέ ŘŀǘŜ ƻŦ 
July 5, 2011 for implementation. 

http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:s3987es.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:s3987es.txt.pdf
http://mslawllp.com/blog/wp-content/uploads/2010/03/PPACA.bmp
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Comprehensive Error Rate 
Testing (CERT) Focuses on 
Medical Necessity 

We are receiving an increasing 
number of CERT Requests 
asking for documentation 
supporting the medical neces-
sity of services provided. Not 
only is the rendering physician 
being asked to provide their 
copy of the physician and or-
der and report, but they are 
also requesting notes from the 
referring physician that 
άǎǳǇǇƻǊǘ ǇƭŀƴκƴŜŎŜǎǎƛǘȅκ
ǊŜŀǎƻƴ ŦƻǊ ƻǊŘŜǊƛƴƎέ ǘƘŜ ǎŜǊπ
vice provided.  In other words, 
an order from a referring phy-
sician is no longer enough to 
support the medical necessity 
for providing a service.   

Focus on Fraud and Abuse 

 Below is a partial list of items that the OIG will be reviewing in 2011.  We have selected those items 
pertinent to physician services, however, the complete list may be found at: http://
www.oig.hhs.gov/publications/workplan/2011/FY11_WorkPlan-All.pdf .  We have included a few 
items found under the Hospital and SNF sections because you may be affected by the facilities ef-
ŦƻǊǘǎ ǘƻ ŎƻƳǇƭȅ ǿƛǘƘ aŜŘƛŎŀǊŜΩǎ ǊŜǉǳƛǊŜƳŜƴǘǎΦ   

 
Noninpatient Prospective Payment System Hospital Payments for Nonphysician Outpatient Ser-
vices 
tǳǊǎǳŀƴǘ ǘƻ ǘƘŜ {ƻŎƛŀƭ {ŜŎǳǊƛǘȅ !ŎǘΣ Ϡ муусόŀύόпύΣ ǇŀȅƳŜƴǘǎ ǘƻ ƴƻƴπLtt{ ƘƻǎǇƛǘŀƭǎ ŦƻǊ ƛƴǇŀǘƛŜƴǘ ŎƭŀƛƳǎ 
should include diagnostic services and other services related to admission provided during 1 day 
ƛƳƳŜŘƛŀǘŜƭȅ ǇǊŜŎŜŘƛƴƎ ǘƘŜ ŘŀǘŜ ƻŦ ǘƘŜ ǇŀǘƛŜƴǘΩǎ ŀŘƳƛǎǎƛƻƴΦ 
   

Medicare Secondary Payer/Other Insurance Coverage  
We will review Medicare payments for beneficiaries who have other insurance. Pursuant to the 

Social Security Act, § 1862(b), Medicare payments for such beneficiaries 
are required to be secondary to certain types of insurance coverage. We 
will assess the effectiveness of procedures in preventing inappropriate 
Medicare payments for beneficiaries with other insurance coverage. For 
example, we will evaluate procedures for identifying and resolving credit 
balance situations, which occur when payments from Medicare and other 
ƛƴǎǳǊŜǊǎ ŜȄŎŜŜŘ ǘƘŜ ǇǊƻǾƛŘŜǊǎΩ ŎƘŀǊƎŜǎ ƻǊ ǘƘŜ ŀƭƭƻǿŜŘ ŀƳƻǳƴǘǎΦ  
όh!{Τ ²πллπммπоромтΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ƴŜǿ 
start) 
 

Payments for Diagnostic Radiology Services in Hospital Emergency Departments  
We will review Medicare Part B paid claims and medical records for interpretations and reports of 
ŘƛŀƎƴƻǎǘƛŎ ǊŀŘƛƻƭƻƎȅ ǎŜǊǾƛŎŜǎ όȄπǊŀȅǎΣ /¢ǎΣ ŀƴŘ awLǎύ ǇŜǊŦƻǊƳŜŘ ƛƴ ƘƻǎǇƛǘŀƭ ŜƳŜǊƎŜƴŎȅ ŘŜǇŀǊǘƳŜƴǘǎ 
to determine the appropriateness of payments. Interpretations and reports furnished by physicians 
are reimbursed according to the Medicare Physician Fee Schedule (MPFS) provided that the condi-
tions for payment for radiology services at 42 CFR §§ 415.102(a) and 415.120 are met. In its March 
2005 testimony before Congress, the Medicare Payment Advisory Commission (MedPAC), reported 
concerns about the increasing cost of imaging services for Medicare beneficiaries and potential 
overuse of diagnostic radiology services. In 2008, Medicare reimbursed physicians about $227 mil-
lion for imaging interpretations performed in emergency departments. We will determine whether 
diagnostic radiology interpretations and reports contributed to the diagnoses and treatment of 
beneficiaries receiving care in emergency departments.  
όh9LΤ лтπлфπллпрлΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎύ 

It is important that you realize the emphasis 
that is being placed on fraud and abuse.  The 
OIG is reporting savings in 2010 of nearly $26 
billion, the majority of which will come from 
tightened payment methodology.  This is an-
other way of describing the enforcement of 
existing rules that have previously not been 
enforced.  The Comprehensive Error Rate Tests 
(CERT) audits that we are receiving are in-
tended to monitor the performance of the 
Medicare Contractors processing claims.  In 
addition, new False Claim Act provisions 
άǎǳƎƎŜǎǘ ǘƘŀǘ ǇǊƻǾƛŘŜǊǎ Ƴŀȅ ōŜ ƛƴŎǊŜŀǎƛƴƎƭȅ 
held liable for overpayments made, not only 
for errors they made, but for having been over-
paid as a result of an error by the Medicare 
ŎƻƴǘǊŀŎǘƻǊ ǿƘƻ ǇŀƛŘ ǘƘŜ ŎƭŀƛƳέ όBy Jeff 
Weinstein and Scott Honiberg for HealthLead-
ers Media , July 12, 2010). 

 

ά{ǇŜŎƛŦƛŎŀƭƭȅΣ hLDΩǎ ϷнрΦф ōƛƭƭƛƻƴ ƛƴ ǎŀǾƛƴƎǎ ŀƴŘ 
expected recoveries includes $21 billion in 
implemented recommendations to put funds 
to better use, $3.8 billion in investigative re-
ceivables, and $1.1 billion in audit receivables. 
Analysis of the erroneous claims identified by 

the CERT contractor found that insufficient 

documentation, miscoded claims, and medi-

cally unnecessary services and supplies ac-

counted for about 98 percent of the improper 

payments attributable to the six types of pro-

ǾƛŘŜǊǎΦ /a{ ŎƻƴŎǳǊǊŜŘ ǿƛǘƘ hLDΩǎ ǊŜŎƻƳƳŜƴπ

dation to use the results of the analysis in iden-

tifying (1) the types of payment errors indica-

ǘƛǾŜ ƻŦ ǇǊƻƎǊŀƳƳŀǘƛŎ ǿŜŀƪƴŜǎǎŜǎΦέ  όCǊƻƳ 

Office of Inspector General News) 
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OIG Workplan for 2011 

http://www.oig.hhs.gov/publications/workplan/2011/FY11_WorkPlan-All.pdf
http://www.oig.hhs.gov/publications/workplan/2011/FY11_WorkPlan-All.pdf


 

Associated Billing Services, Inc.  
1343 0 N. Black Canyon s Hwy * S uite 100 * Phoenix, AZ 8502 9  

Phone: 602-943-9200 * Fax: 602-216-3000 * Email: ad min@ab sincorp.com  

hLDΩǎ ϷнрΦф ōƛƭƭƛƻƴ ƛƴ ǎŀǾƛƴƎǎ ŀƴŘ ŜȄǇŜŎǘŜŘ ǊŜŎƻǾŜǊƛŜǎ ƛƴŎƭǳŘŜǎ Ϸнм ōƛƭƭƛƻƴ ƛƴ ƛƳǇƭŜπ
mented recommendations to put funds to better use, $3.8 billion in investigative re-
ceivables, and $1.1 billion in audit receivables  

Medicare Inpatient and Outpatient Hospital Claims for the Replacement of Medical Devices  
We will determine whether hospitals submitted inpatient and outpatient claims that included 
procedures for the insertion of replacement medical devices in compliance with Medicare regula-
tions. The Social Security Act, §1862(a)(2), excludes from Medicare coverage an item or a service 
for which neither the beneficiary nor anyone on his or her behalf has an obligation to pay. Medi-
care is not responsible for the full cost of the replaced medical device if the hospital receives a 
partial or full credit from the manufacturer either because the manufacturer recalled the device or 
because the device is covered under warranty. Hospitals are required to use modifiers on their 
inpatient and outpatient claims when they receive credit from the manufacturer of 50 percent or 
more for a replacement device.  
όh!{Τ ²πллπмлπоррмсΤ ²πллπммπоррмсΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ǿƻǊƪ ƛƴ 
progress) 
 

Observation Services During Outpatient Visits  
We will review Medicare payments for observation services provided during outpatient visits in 
hospitals. The Social Security Act, §§ 1832(a) and 1833(t), provides for Part B coverage of hospital 
outpatient services and reimbursement for such services under the Hospital Outpatient Prospec-
ǘƛǾŜ tŀȅƳŜƴǘ {ȅǎǘŜƳ όhtt{ύΦ /a{Ωǎ Medicare Claims Processing ManualΣ tǳōΦ bƻΦ мллπлпΣ ŎƘΦ пΣ Ϡ 
нфлΣ ǇǊƻǾƛŘŜǎ ǘƘŜ ōƛƭƭƛƴƎ ǊŜǉǳƛǊŜƳŜƴǘǎΦ ²Ŝ ǿƛƭƭ ŀǎǎŜǎǎ ǿƘŜǘƘŜǊ ŀƴŘ ǘƻ ǿƘŀǘ ŜȄǘŜƴǘ ƘƻǎǇƛǘŀƭǎΩ ǳǎŜ 
ƻŦ ƻōǎŜǊǾŀǘƛƻƴ ǎŜǊǾƛŎŜǎ ŀŦŦŜŎǘǎ ǘƘŜ ŎŀǊŜ aŜŘƛŎŀǊŜ ōŜƴŜŦƛŎƛŀǊƛŜǎ ǊŜŎŜƛǾŜ ŀƴŘ ǘƘŜƛǊ ŀōƛƭƛǘȅ ǘƻ Ǉŀȅ ƻǳǘπ
ƻŦπǇƻŎƪŜǘ ŜȄǇŜƴǎŜǎ ŦƻǊ ƘŜŀƭǘƘ ŎŀǊŜ ǎŜǊǾƛŎŜǎΦ  
όh9LΤ ллπллπлллллΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлмнΤ ƴŜǿ ǎǘŀǊǘύ  

Medicare Part A Payments to Skilled Nursing Facilities  
We will review the extent to which payments to SNFs meet Medi-
care coverage requirements. The Social Security Act, § 1888(e), 
establishes the amount paid to SNFs for all covered services. Medi-
care pays Part A SNF stays using a system that categorizes each 
beneficiary into a group based on care and resource needs. The 
groups are referred to as Resource Utilization Groups (RUGs). In a 
prior report, OIG found that 26 percent of claims had RUGs that 
ǿŜǊŜ ƴƻǘ ǎǳǇǇƻǊǘŜŘ ōȅ ǇŀǘƛŜƴǘǎΩ ƳŜŘƛŎŀƭ ǊŜŎƻǊŘǎΦ ¢ƘŜ ǇŜǊŎŜƴǘŀƎŜ 
represented $542 million in potential overpayments for FY 2002. 
We will conduct a medical review to determine whether claims 
were medically necessary, sufficiently documented, and coded 
correctly during calendar year (CY) 2009.  
όh9LΤ лнπлфπллнллΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлмнΤ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎύ 
 

aŜŘƛŎŀǊŜ tŀǊǘ . {ŜǊǾƛŎŜǎ 5ǳǊƛƴƎ bƻƴπtŀǊǘ ! bǳǊǎƛƴƎ IƻƳŜ {ǘŀȅǎΥ 
2008 Overview  
We will review the extent of Part B services provided to nursing 
ƘƻƳŜ ǊŜǎƛŘŜƴǘǎ ǿƘƻǎŜ ǎǘŀȅǎ ŀǊŜ ƴƻǘ ǇŀƛŘ ŦƻǊ ǳƴŘŜǊ aŜŘƛŎŀǊŜΩǎ 
Part A SNF benefit. Unlike Part B services provided during a Part A 
SNF stay, most of which must be billed to Medicare directly by the 
SNF in accordance with consolidated billing requirements, most 
tŀǊǘ . ǎŜǊǾƛŎŜǎ ǇǊƻǾƛŘŜŘ ŘǳǊƛƴƎ ŀ ƴƻƴπtŀǊǘ ! ǎǘŀȅ Ƴŀȅ ōŜ ōƛƭƭŜŘ 
directly by suppliers and other providers. In repealing consolidated 
ōƛƭƭƛƴƎ ǇǊƻǾƛǎƛƻƴǎ ǘƘŀǘ ǿƻǳƭŘ ƘŀǾŜ ŀǇǇƭƛŜŘ ǘƻ ƴƻƴπtŀǊǘ ! {bC ǎǘŀȅǎΣ 
Congress directed OIG in the Medicare, Medicaid, and SCHIP Bene-
fits Improvement and Protection Act of 2000 (BIPA), § 313, to 
monitor these services for abuse. We will also assess patterns of 
billing for Part B services among nursing homes and providers.  
όh9LΤ лсπлтπллрулΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎύ 
 

tƭŀŎŜπƻŦπ{ŜǊǾƛŎŜ 9ǊǊƻǊǎ  
We will review physician coding of place of service on Medicare 
Part B claims for services performed in ambulatory surgical centers 

(ASC) and hospital outpatient departments. Federal regulations at 
42 CFR § 414.32 provide for different levels of payments to physi-
cians depending on where the services are performed. Medicare 
pays a physician a higher amount when a service is performed in a 
ƴƻƴŦŀŎƛƭƛǘȅ ǎŜǘǘƛƴƎΣ ǎǳŎƘ ŀǎ ŀ ǇƘȅǎƛŎƛŀƴΩǎ ƻŦŦƛŎŜΣ ǘƘŀƴ ƛǘ ŘƻŜǎ ǿƘŜƴ 
the service is performed in a hospital outpatient department or, 
with certain exceptions, in an ASC. We will determine whether 
physicians properly coded the places of service on claims for ser-
vices provided in ASCs and hospital outpatient departments.  
όh!{Τ ²πллπлфπорммоΤ ²πллπмлπорммоΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ 
issue date: FY 2011; work in progress)  
Ambulatory Surgical Center Payment System  
We will review the appropriateness of the methodology for setting 
ASC payment rates under the revised ASC payment system. Sec-
tion 626(b) of the MMA requires the Secretary to implement a 
revised payment system for payment of surgical services furnished 
in ASCs. We will examine changes to the revised ASC payment 
ǎȅǎǘŜƳ ŀƴŘ ǘƘŜ ǊŀǘŜπǎŜǘǘƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ǳǎŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜ !{/ 
payment rates.  
όh!{ΤΤ ²πллπмлπорпноΤ ²πллπммπорпноΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ 
issue date: FY 2011; work in progress)  
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Coding of Evaluation and Management Services  
We will review evaluation and management 
(E&M) claims to identify trends in the coding of 
E&M services. Medicare paid $25 billion for E&M 
services in 2009, representing 19 percent of all 
aŜŘƛŎŀǊŜ tŀǊǘ . ǇŀȅƳŜƴǘǎΦ tǳǊǎǳŀƴǘ ǘƻ /a{Ωǎ 
Medicare Claims Processing Manual, Pub. No. 100
πлпΣ ŎƘΦ мнΣ Ϡ олΦсΦмΣ ǇǊƻǾƛŘŜǊǎ ŀǊŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ 
ensuring that the codes they submit accurately 
reflect the services they provide. E&M codes rep-
resent the type, setting, and complexity of ser-
vices provided and the patient status, such as new 
or established. We will review E&M claims to 
determine whether coding patterns vary by pro-
vider characteristics.  
όh9LΤ лпπмлπллмулΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ 
work in progress)  
Payments for Evaluation and Management Ser-
vices  
We will review the extent of potentially inappro-
priate payments for E&M services and the consis-
tency of E&M medical review determinations. 
/a{Ωǎ Medicare Claims Processing Manual, Pub. 
bƻΦ мллπлпΣ ŎƘΦ мнΣ Ϡ олΦсΦм ƛƴǎǘǊǳŎǘǎ ǇǊƻǾƛŘŜǊǎ ǘƻ 
άǎŜƭŜŎǘ ǘƘŜ ŎƻŘŜ ŦƻǊ ǘƘŜ ǎŜǊǾƛŎŜ ōŀǎŜŘ ǳǇƻƴ ǘƘŜ 
ŎƻƴǘŜƴǘ ƻŦ ǘƘŜ ǎŜǊǾƛŎŜέ ŀƴŘ ǎŀȅǎ ǘƘŀǘ 
άŘƻŎǳƳŜƴǘŀǘƛƻƴ ǎƘƻǳƭŘ ǎǳǇǇƻǊǘ ǘƘŜ ƭŜǾŜƭ ƻŦ ǎŜǊπ
ǾƛŎŜ ǊŜǇƻǊǘŜŘΦέ aŜŘƛŎŀǊŜ ŎƻƴǘǊŀŎǘƻǊǎ ƘŀǾŜ ƴƻǘŜŘ 
an increased frequency of medical records with 
identical documentation across services. We will 
also review multiple E&M services for the same 
providers and beneficiaries to identify electronic 
health records (EHR) documentation practices 
associated with potentially improper payments.  
όh9LΤ лпπмлπллмумΤ лпπмлπллмунΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ 
date: FY 2012; work in progress)  
 

Evaluation and Management Services During 

Global Surgery Periods 
We will review industry practices related to the 
number of E&M services provided by physicians 
and reimbursed as part of the global surgery fee. 
/a{Ωǎ Medicare Claims Processing Manual, Pub. 
bƻΦ мллπлпΣ ŎƘΦ мнΣ Ϡ плΣ Ŏƻƴǘŀƛƴǎ ǘƘŜ ŎǊƛǘŜǊƛŀ ŦƻǊ 
the global surgery policy. Under the global surgery 
fee concept, physicians bill a single fee for all of 
their services that are usually associated with a 
surgical procedure and related E&M services pro-
vided during the global surgery period. We will 
determine whether industry practices related to 
the number of E&M services provided during the 
global surgery period have changed since the 
global surgery fee concept was developed in 
1992.  
όh!{Τ ²πллπлфπорнлтΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ 
issue date: FY 2011; work in progress)  
 
 

Medicare Payments for Part B Imaging Services  
We will review Medicare payments for Part B 
imaging services. Physicians are paid for services 
pursuant to the Medicare physician fee schedule, 
which covers the major categories of costs, includ-
ing the physician professional cost component, 
malpractice costs, and practice expense. The So-
Ŏƛŀƭ {ŜŎǳǊƛǘȅ !ŎǘΣ Ϡ мупуόŎύόмύό.ύΣ ŘŜŦƛƴŜǎ άǇǊŀŎǘƛŎŜ 
ŜȄǇŜƴǎŜέ ŀǎ ǘƘŜ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ ǊŜǎƻǳǊŎŜǎ ǳǎŜŘ ƛƴ 
furnishing the service that reflects the general 
categories of expenses, such as office rent, wages 
of personnel, and equipment. For selected imag-
ing services, we will focus on the practice expense 
components, including the equipment utilization 
rate. We will determine whether Medicare pay-
ments reflect the expenses incurred and whether 
the utilization rates reflect industry practices.  
όh!{Τ ²πллπммπорнмфΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ 
issue date: FY 2011; new start)  
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Appropriateness of Medicare Payments for Polysomnography  
We will review the appropriateness of Medicare payments for sleep studies. Sleep studies are reimbursable for patients who have symptoms consis-
tent with sleep apnea, narcolepsy, impotence, or parasomnia in accordance with the CMS Medicare Benefit Policy Manual, Pub. No. 102, ch. 15, § 70. 
Medicare payments for polysomnography increased from $62 million in 2001 to $235 million in 2009, and coverage was also recently expanded. We 
will also examine the factors contributing to the rise in Medicare payments for sleep studies and assess provider compliance with Federal program 
requirements.  
όh9LΤ ллπллπлллллΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлмнΤ ƴŜǿ ǎǘŀǊǘύ  
Excessive Payments for Diagnostic Tests  
²Ŝ ǿƛƭƭ ǊŜǾƛŜǿ aŜŘƛŎŀǊŜ ǇŀȅƳŜƴǘǎ ŦƻǊ ƘƛƎƘπŎƻǎǘ ŘƛŀƎƴƻǎǘƛŎ ǘŜǎǘǎ ǘƻ ŘŜǘŜǊƳƛƴŜ ǿƘŜǘƘŜǊ ǘƘŜȅ ǿŜǊŜ ƳŜŘƛŎŀƭƭȅ ƴŜŎŜǎǎŀǊȅΦ ¢ƘŜ {ƻŎƛŀl Security Act, § 
мусн όŀύόмύό!ύΣ ǇǊƻǾƛŘŜǎ ǘƘŀǘ aŜŘƛŎŀǊŜ ǿƛƭƭ ƴƻǘ Ǉŀȅ ŦƻǊ ƛǘŜƳǎ ƻǊ ǎŜǊǾƛŎŜǎ ǘƘŀǘ ŀǊŜ άƴƻǘ ǊŜŀǎƻƴŀōƭŜ ŀƴŘ ƴŜŎŜǎǎŀǊȅ ŦƻǊ ǘƘŜ ŘƛŀƎnosis and treatment of 
ƛƭƭƴŜǎǎ ƻǊ ƛƴƧǳǊȅ ƻǊ ǘƻ ƛƳǇǊƻǾŜ ǘƘŜ ŦǳƴŎǘƛƻƴƛƴƎ ƻŦ ŀ ƳŀƭŦƻǊƳŜŘ ōƻŘȅ ƳŜƳōŜǊΦέ ²Ŝ ǿƛƭƭ ŘŜǘŜǊƳƛƴŜ ǘƘŜ ŜȄǘŜƴǘ ǘƻ ǿƘƛŎƘ ǘƘŜ ǎŀƳŜ Řiagnostic tests are 
ordered for a beneficiary by primary care physicians and physician specialists for the same treatment.  
όh!{Τ ²πллπммπорпрпΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ƴŜǿ ǎǘŀǊǘύ  

Medicare will review the extent of potentially inappropriate payments for E&M ser-
vices and the consistency of E&M medical review documentation 

 

 

 

As part of the Obama Ad-

ƳƛƴƛǎǘǊŀǘƛƻƴΩǎ ƻƴƎƻƛƴƎ ŜŦπ

forts to prevent and fight 

ŦǊŀǳŘ ƛƴ ƻǳǊ ƴŀǘƛƻƴΩǎ ƘŜŀƭǘƘ 

care system, US Department 

of Health & Human Services 

Secretary Sebelius and At-

torney General Eric Holder 

on December 30, 2010 an-

nounced that the Centers 

for Medicare and Medicaid 

Services would be acquiring 

new state-of-the-art fraud 

fighting analytic tools to 

prevent wasteful and 

fraudulent payments in 

Medicare, Medicaid and the 

/ƘƛƭŘǊŜƴΩǎ IŜŀƭǘƘ LƴǎǳǊŀƴŎŜ 

Program. 
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Coding of Evaluation and Management Services  
We will review evaluation and management 
(E&M) claims to identify trends in the coding of 
E&M services. Medicare paid $25 billion for E&M 
services in 2009, representing 19 percent of all 
aŜŘƛŎŀǊŜ tŀǊǘ . ǇŀȅƳŜƴǘǎΦ tǳǊǎǳŀƴǘ ǘƻ /a{Ωǎ 
Medicare Claims Processing Manual, Pub. No. 100
πлпΣ ŎƘΦ мнΣ Ϡ олΦсΦмΣ ǇǊƻǾƛŘŜǊǎ ŀǊŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ 
ensuring that the codes they submit accurately 
reflect the services they provide. E&M codes rep-
resent the type, setting, and complexity of ser-
vices provided and the patient status, such as new 
or established. We will review E&M claims to 
determine whether coding patterns vary by pro-
vider characteristics.  
όh9LΤ лпπмлπллмулΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ 
work in progress)  
Payments for Evaluation and Management Ser-
vices  
We will review the extent of potentially inappro-
priate payments for E&M services and the consis-
tency of E&M medical review determinations. 
/a{Ωǎ Medicare Claims Processing Manual, Pub. 
bƻΦ мллπлпΣ ŎƘΦ мнΣ Ϡ олΦсΦм ƛƴǎǘǊǳŎǘǎ ǇǊƻǾƛŘŜǊǎ ǘƻ 
άǎŜƭŜŎǘ ǘƘŜ ŎƻŘŜ ŦƻǊ ǘƘŜ ǎŜǊǾƛŎŜ ōŀǎŜŘ ǳǇƻƴ ǘƘŜ 
ŎƻƴǘŜƴǘ ƻŦ ǘƘŜ ǎŜǊǾƛŎŜέ ŀƴŘ ǎŀȅǎ ǘƘŀǘ 
άŘƻŎǳƳŜƴǘŀǘƛƻƴ ǎƘƻǳƭŘ ǎǳǇǇƻǊǘ ǘƘŜ ƭŜǾŜƭ ƻŦ ǎŜǊπ
ǾƛŎŜ ǊŜǇƻǊǘŜŘΦέ aŜŘƛŎŀǊŜ ŎƻƴǘǊŀŎǘƻǊǎ ƘŀǾŜ ƴƻǘŜŘ 
an increased frequency of medical records with 
identical documentation across services. We will 
also review multiple E&M services for the same 
providers and beneficiaries to identify electronic 
health records (EHR) documentation practices 
associated with potentially improper payments.  
όh9LΤ лпπмлπллмумΤ лпπмлπллмунΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ 
date: FY 2012; work in progress)  
 

Evaluation and Management Services During 

Global Surgery Periods 
We will review industry practices related to the 
number of E&M services provided by physicians 
and reimbursed as part of the global surgery fee. 
/a{Ωǎ Medicare Claims Processing Manual, Pub. 
bƻΦ мллπлпΣ ŎƘΦ мнΣ Ϡ плΣ Ŏƻƴǘŀƛƴǎ ǘƘŜ ŎǊƛǘŜǊƛŀ ŦƻǊ 
the global surgery policy. Under the global surgery 
fee concept, physicians bill a single fee for all of 
their services that are usually associated with a 
surgical procedure and related E&M services pro-
vided during the global surgery period. We will 
determine whether industry practices related to 
the number of E&M services provided during the 
global surgery period have changed since the 
global surgery fee concept was developed in 
1992.  
όh!{Τ ²πллπлфπорнлтΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ 
issue date: FY 2011; work in progress)  
 
 

Medicare Payments for Part B Imaging Services  
We will review Medicare payments for Part B 
imaging services. Physicians are paid for services 
pursuant to the Medicare physician fee schedule, 
which covers the major categories of costs, includ-
ing the physician professional cost component, 
malpractice costs, and practice expense. The So-
Ŏƛŀƭ {ŜŎǳǊƛǘȅ !ŎǘΣ Ϡ мупуόŎύόмύό.ύΣ ŘŜŦƛƴŜǎ άǇǊŀŎǘƛŎŜ 
ŜȄǇŜƴǎŜέ ŀǎ ǘƘŜ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ ǊŜǎƻǳǊŎŜǎ ǳǎŜŘ ƛƴ 
furnishing the service that reflects the general 
categories of expenses, such as office rent, wages 
of personnel, and equipment. For selected imag-
ing services, we will focus on the practice expense 
components, including the equipment utilization 
rate. We will determine whether Medicare pay-
ments reflect the expenses incurred and whether 
the utilization rates reflect industry practices.  
όh!{Τ ²πллπммπорнмфΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ 
issue date: FY 2011; new start)  

 

Geographic Areas With a High Density of Independent Diagnostic Testing Facilities  
We will review services and billing patterns in geographic areas with high concentrations 
of  
independent diagnostic testing facilities (IDTF). IDTFs are facilities that perform diagnostic 
ǇǊƻŎŜŘǳǊŜǎ ŀƴŘ ŀǊŜ ƛƴŘŜǇŜƴŘŜƴǘ ƻŦ ǇƘȅǎƛŎƛŀƴǎΩ ƻŦŦƛŎŜǎ ƻǊ ƘƻǎǇƛǘŀƭǎΦ !ƴ L5¢C Ƴŀȅ ƘŀǾŜ ŀ 
fixed location or be a mobile entity, and the practitioner performing the procedures may 
be a nonphysician. IDTFs must meet regulatory performance requirements at 42 CFR § 
410.33 to obtain and maintain Medicare billing privileges. A 2006 OIG review found nu-
merous problems with IDTFs, including noncompliance with Medicare standards and po-
tential improper payments of $71.5 million. We will also examine billing patterns in areas 
with a high density of IDTFs.  
(h9LΤ лфπлфπллоулΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎ)  
 

LƴŘŜǇŜƴŘŜƴǘ 5ƛŀƎƴƻǎǘƛŎ ¢ŜǎǘƛƴƎ CŀŎƛƭƛǘƛŜǎΩ /ƻƳǇƭƛŀƴŎŜ ²ƛǘƘ aŜŘƛŎŀǊŜ {ǘŀƴŘŀǊŘǎ  
We will review selected IDTFs enrolled in Medicare to determine the extent to which they 
comply with selected Medicare standards. IDTFs received payments of about $860 million 
in 2009. Federal regulations at 42 CFR § 410.33, require IDTFs to certify on their enroll-
ment applications that they comply with 17 standards. Such standards include require-
ments that IDTFs comply with all of the Federal and State licensure and regulatory require-
ments that are applicable to the health and safety of patients, provide complete and accu-
rate information on their enrollment applications, and have on duty technical staff mem-
bers who hold appropriate credentials to perform tests. We will also identify billing pat-
terns associated with IDTFs that were not compliant with selected Medicare standards.  
όh9LΤ лрπлфπллрслΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎύ  
 

aŜŘƛŎŀǊŜ tǊƻǾƛŘŜǊǎΩ /ƻƳǇƭƛŀƴŎŜ ²ƛǘƘ !ǎǎƛƎƴƳŜƴǘ wǳƭŜǎ  
We will review the extent to which providers comply with assignment rules and determine whether and to what extent beneficiaries are 
inappropriately billed in excess of amounts allowed by Medicare requirements. Pursuant to the Social Security Act, § 1842(h)(1), physi-
Ŏƛŀƴǎ ǇŀǊǘƛŎƛǇŀǘƛƴƎ ƛƴ aŜŘƛŎŀǊŜ ŀƎǊŜŜ ǘƻ ŀŎŎŜǇǘ ǇŀȅƳŜƴǘ ƻƴ ŀƴ άŀǎǎƛƎƴƳŜƴǘέ ŦƻǊ ŀƭƭ ƛǘŜƳǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ŦǳǊƴƛǎƘŜŘ ǘƻ ƛƴŘƛǾƛŘǳŀƭs enrolled in 
aŜŘƛŎŀǊŜΦ /a{ ŘŜŦƛƴŜǎ άŀǎǎƛƎƴƳŜƴǘέ ŀǎ ŀ ǿǊƛǘǘŜƴ ŀƎǊŜŜƳŜƴǘ ōŜǘǿŜŜƴ ōŜƴŜŦƛŎƛŀǊƛŜǎΣ ǘƘŜƛǊ ǇƘȅǎƛŎƛŀƴǎ ƻǊ ƻǘƘŜǊ ǎǳǇǇƭƛŜǊǎΣ ŀƴŘ aŜŘicare. 
The beneficiary agrees to allow the physician or other supplier to request direct payment from Medicare for covered Part B services, 
equipment, and supplies by assigning the claim to the physician or supplier. The physician or other supplier in return agrees to accept 
ǘƘŜ aŜŘƛŎŀǊŜπŀƭƭƻǿŜŘ ŀƳƻǳƴǘ ƛƴŘƛŎŀǘŜŘ ōȅ ǘƘŜ ŎŀǊǊƛŜǊ ŀǎ ǘƘŜ Ŧǳƭƭ ŎƘŀǊƎŜ ŦƻǊ ǘƘŜ ƛǘŜƳǎ ƻǊ ǎŜǊǾƛŎŜǎ ǇǊƻǾƛŘŜŘΦ ²Ŝ ǿƛƭƭ ŀƭǎƻ ŀǎǎŜss benefici-
ŀǊƛŜǎΩ ŀǿŀǊŜƴŜǎǎ ƻŦ ǘƘŜƛǊ ǊƛƎƘǘǎ ŀƴŘ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ ǊŜƎŀǊŘƛƴƎ ǇƻǘŜƴǘƛŀƭ ōƛƭƭƛƴƎ Ǿƛƻƭŀǘƛƻƴǎ ŀƴŘ aŜŘƛŎŀǊŜ ŎƻǾŜǊŀƎŜ ƎǳƛŘŜƭƛƴŜǎ.  
όh9LΤ ллπллπлллллΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлмнΤ ƴŜǿ ǎǘŀǊǘύ 
 

Medicare Payments for Claims Deemed Not Reasonable and Necessary  
We will review Medicare payments for Part B claims in 2009 that providers note as not reasonable and necessary on claim submissions. 
The CMS Claims Processing Manual states that providers may use GA or GZ modifiers on claims they expect Medicare to deny as not 
ǊŜŀǎƻƴŀōƭŜ ŀƴŘ ƴŜŎŜǎǎŀǊȅΦ ! ǊŜŎŜƴǘ hLD ǎǘǳŘȅ ŦƻǳƴŘ ǘƘŀǘ aŜŘƛŎŀǊŜ ǇŀƛŘ ŦƻǊ тн ǇŜǊŎŜƴǘ ƻŦ ǇǊŜǎǎǳǊŜπǊŜŘǳŎƛƴƎ ǎǳǇǇƻǊǘ ǎǳǊŦŀŎŜ Ŏƭŀims with 
GA or GZ modifiers, amounting to $4 million in potentially inappropriate payments. We will determine the extent to which Medicare 
paid for Part B claims with these modifiers, as well as the types of providers and the types of services associated with these claims. We 
will also assess the policies and practices that Medicare contractors have in place with regard to these claims.  
όh9LΤ лнπмлπллмслΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎύ  
 

Medicare Billings With Modifier GY  
²Ŝ ǿƛƭƭ ǊŜǾƛŜǿ ǘƘŜ ŀǇǇǊƻǇǊƛŀǘŜƴŜǎǎ ƻŦ ǇǊƻǾƛŘŜǊǎΩ ǳǎŜ ƻŦ ƳƻŘƛŦƛŜǊ D¸ ƻƴ ŎƭŀƛƳǎ ŦƻǊ ǎŜǊǾƛŎŜǎ ǘƘŀǘ ŀǊŜ ƴƻǘ ŎƻǾŜǊŜŘ ōȅ aŜŘƛŎŀǊŜΦ CMSΩǎ 
Medicare Carriers ManualΣ tǳōΦ bƻΦ мпπоΣ ǇǘΦ оΣ Ϡ прлуΦмΣ ǎǘŀǘŜǎ ǘƘŀǘ ƳƻŘƛŦƛŜǊ D¸ ƛǎ ǘƻ ōŜ ǳǎŜŘ ŦƻǊ ŎƻŘƛƴƎ ǎŜǊǾƛŎŜǎ ǘƘŀǘ ŀǊŜ ǎǘŀǘǳǘƻǊƛƭȅ 
excluded or do not meet the definition of a covered service. Beneficiaries are liable, either personally or through other insurance, for all 
ŎƘŀǊƎŜǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ ǇǊƻǾƛǎƛƻƴ ƻŦ ǘƘŜǎŜ ǎŜǊǾƛŎŜǎΦ tǳǊǎǳŀƴǘ ǘƻ /a{Ωǎ Medicare Claims Processing ManualΣ tǳōΦ bƻΦ мллπлпΣ ŎƘΦ мΣ Ϡ 
60.1.1, providers are not required to give beneficiaries advance notice of charges for services that are excluded from Medicare by stat-
ute. As a result, beneficiaries may unknowingly acquire large medical bills for which they are responsible. In FY 2008, Medicare received 
over 75.1 million claims with a modifier GY totaling approximately $820 million. We will examine patterns and trends for physiciŀƴǎΩ ŀƴŘ 
ǎǳǇǇƭƛŜǊǎΩ ǳǎŜ ƻŦ ƳƻŘƛŦƛŜǊ D¸Φ  
όh9LΤ ллπллπлллллΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлмнΤ ƴŜǿ ǎǘŀǊǘύ  
 

Payments for Services Ordered or Referred by Excluded Providers  
We will review the nature and extent of Medicare payments for services ordered or referred by excluded providers. Pursuant to the 
Social Security Act, §§ 1128 and 1156, and 42 CFR § 1001.1901, no payment shall be made for any items or services furnished, ordered, 
ƻǊ ǇǊŜǎŎǊƛōŜŘ ōȅ ŀƴ ŜȄŎƭǳŘŜŘ ƛƴŘƛǾƛŘǳŀƭ ƻǊ ŜƴǘƛǘȅΦ ²Ŝ ǿƛƭƭ ŜȄŀƳƛƴŜ /a{Ωǎ ƻǾŜǊǎƛƎƘǘ ƳŜŎƘŀƴƛǎƳǎ ǘƻ ƛŘŜƴǘƛŦȅ ŀƴŘ ǇǊŜǾŜƴǘ ƛƳǇǊƻǇŜr pay-
ments for services based on orders or referrals by excluded providers.  
όh9LΤ ллπллπлллллΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлмнΤ ƴŜǿ ǎǘŀǊǘύ  
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9ǊǊƻǊπtǊƻƴŜ tǊƻǾƛŘŜǊǎΥ aŜŘƛŎŀǊŜ tŀǊǘ ! ŀƴŘ tŀǊǘ .  
²Ŝ ǿƛƭƭ ǊŜǾƛŜǿ aŜŘƛŎŀǊŜ tŀǊǘ ! ŀƴŘ tŀǊǘ . ŎƭŀƛƳǎ ǎǳōƳƛǘǘŜŘ ōȅ ŜǊǊƻǊπǇǊƻƴŜ ǇǊƻǾƛŘŜǊǎΦ /a{Ωǎ Medicare Claims Processing Manual, Pub. 
bƻΦ мллπлп ǊŜǉǳƛǊŜǎ ǇǊƻǾƛŘŜǊǎ ǘƻ ǎǳōƳƛǘ ŀŎŎǳǊŀǘŜ ŎƭŀƛƳǎ ŦƻǊ ǎŜǊǾƛŎŜǎ ǇǊƻǾƛŘŜŘ ǘƻ aŜŘƛŎŀǊŜ ōŜƴŜŦƛŎƛŀǊƛŜǎΦ tǊŜǾƛƻǳǎ hLD ǿƻǊƪ ƛƭlustrated 
ŀ ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ƛŘŜƴǘƛŦȅƛƴƎ ŜǊǊƻǊπǇǊƻƴŜ ǇǊƻǾƛŘŜǊǎ ǳǎƛƴƎ /a{Ωǎ /ƻƳǇǊŜƘŜƴǎƛǾŜ 9ǊǊƻǊ wŀǘŜ ¢ŜǎǘƛƴƎ ό/9w¢ύ tǊƻƎǊŀƳ ŘŀǘŀΦ ¦ǎƛƴƎ ǘhis 
ƳŜǘƘƻŘƻƭƻƎȅΣ ǿŜ ƛŘŜƴǘƛŦƛŜŘ ǇǊƻǾƛŘŜǊǎ ǘƘŀǘ ŎƻƴǎƛǎǘŜƴǘƭȅ ǎǳōƳƛǘǘŜŘ ŎƭŀƛƳǎ ŦƻǳƴŘ ǘƻ ōŜ ƛƴ ŜǊǊƻǊ ƛƴ ŀ пπȅŜŀǊ ǇŜǊƛƻŘΦ ²Ŝ ǿƛƭƭ ǎŜƭŜct the top 
ŜǊǊƻǊπǇǊƻƴŜ ǇǊƻǾƛŘŜǊǎ ōŀǎŜŘ ƻƴ ŜȄǇŜŎǘŜŘ ŘƻƭƭŀǊ ŜǊǊƻǊ ŀƳƻǳƴǘǎ ŀƴŘ ƳŀǘŎƘ ǎŜƭŜŎǘŜŘ ǇǊƻǾƛŘŜǊǎ ŀƎŀƛƴǎǘ ǘƘŜ bŀǘƛƻƴŀƭ /ƭŀƛƳǎ IƛǎǘƻǊȅ file to 
determine the total dollar amount of claims paid. We will then conduct a medical review on a sample of claims to determine their 
ǾŀƭƛŘƛǘȅΣ ǇǊƻƧŜŎǘ ƻǳǊ ǊŜǎǳƭǘǎ ǘƻ ŜŀŎƘ ǇǊƻǾƛŘŜǊΩǎ ǇƻǇǳƭŀǘƛƻƴ ƻŦ ŎƭŀƛƳǎΣ ŀƴŘ ǊŜǉǳŜǎǘ ǊŜŦǳƴŘǎ ƻƴ ǇǊƻƧŜŎǘŜŘ ƻǾŜǊǇŀȅƳŜƴǘǎΦ  
όh!{Τ ²πллπммπпллппΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ƴŜǿ ǎǘŀǊǘύ  
 

Comprehensive Error Rate Testing Program: FY 2010 Error Rate Oversight  
The Improper Payments Information Act of 2002 (IPIA) requires the head of a Federal agency with any program or activity that may be 
ǎǳǎŎŜǇǘƛōƭŜ ǘƻ ǎƛƎƴƛŦƛŎŀƴǘ ƛƳǇǊƻǇŜǊ ǇŀȅƳŜƴǘǎ ǘƻ ǊŜǇƻǊǘ ǘƻ /ƻƴƎǊŜǎǎ ǘƘŜ ŀƎŜƴŎȅΩǎ ŜǎǘƛƳŀǘŜ ƻŦ ƛƳǇǊƻǇŜǊ ǇŀȅƳŜƴǘǎΦ CƻǊ ŀƴȅ ǇǊƻƎǊŀm or 
activity with estimated improper payments exceeding $10 million, the agency must report to Congress the actions that the agency is 
ǘŀƪƛƴƎ ǘƻ ǊŜŘǳŎŜ ǘƘƻǎŜ ǇŀȅƳŜƴǘǎΦ ha. ƛŘŜƴǘƛŦƛŜŘ /a{ ŀǎ ŀƴ ŀƎŜƴŎȅ ǿƛǘƘ ƘƛƎƘπǇǊƻŦƛƭŜ ǇǊƻƎǊŀƳǎ ǘƘŀǘ ŀǊŜ ǎǳǎŎŜǇǘƛōƭŜ ǘƻ ǎƛƎƴƛŦƛŎŀnt im-
ǇǊƻǇŜǊ ǇŀȅƳŜƴǘǎΦ Lƴ bƻǾŜƳōŜǊ нллоΣ /a{ ŀǎǎǳƳŜŘ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŦƻǊ ŜǎǘƛƳŀǘƛƴƎ ŀƴŘ ǊŜǇƻǊǘƛƴƎ ƛƳǇǊƻǇŜǊ aŜŘƛŎŀǊŜ ŦŜŜπŦƻǊπǎŜǊǾƛŎŜ 
ǇŀȅƳŜƴǘǎ ŀƴŘ ƴŀǘƛƻƴŀƭ ŜǊǊƻǊ ǊŀǘŜǎΦ ¢ƘŜ /9w¢ tǊƻƎǊŀƳΣ ƛƳǇƭŜƳŜƴǘŜŘ ƛƴ /a{Ωǎ Medicare Program Integrity Manual, tǳōΦ bƻΦ мллπлуΣ 
ch. 12, was established by CMS to meet the requirements of the IPIA and to monitor the accuracy with which Medicare claims are 
billed and paid. Effective August 1, 2008, the CERT program also samples inpatient records replacing the Hospital Payment Monitoring 
tǊƻƎǊŀƳ όItatύΦ ¢ƘǊƻǳƎƘ /9w¢Σ ƴŀǘƛƻƴŀƭΣ ŎƻƴǘǊŀŎǘƻǊπǎǇŜŎƛŦƛŎΣ Σ ŀƴŘ ǎŜǊǾƛŎŜπǘȅǇŜ ŜǊǊƻǊ ǊŀǘŜǎ ŀǊŜ ŎƻƳǇǳǘŜŘΦ ¢ƘŜ /9w¢ ǇǊƻƎǊŀƳΩǎ na-
tional estimated improper payments for FY 2009 were $24.1 billion (7.8 percent error rate). We will review certain aspects of the CERT 
tǊƻƎǊŀƳ ǘƻ ŜǾŀƭǳŀǘŜ /a{Ωǎ ŜŦŦƻǊǘǎ ǘƻ ŜƴǎǳǊŜ ǘƘŜ ŀŎŎǳǊŀŎȅ ƻŦ ǘƘŜ C¸ нлмл ŜǊǊƻǊ ǊŀǘŜ ŀƴŘ ǘƻ ǊŜŘǳŎŜ ƛƳǇǊƻǇŜǊ ǇŀȅƳŜƴǘǎΦ  
όh!{Τ ²πллπммπпллпуΤ ǾŀǊƛƻǳǎ ǊŜǾƛŜǿǎΤ ŜȄǇŜŎǘŜŘ ƛǎǎǳŜ ŘŀǘŜΥ C¸ нлммΤ ƴŜǿ ǎǘŀǊǘύ  

OIG Workplan for 2011 continued... 

CMS implemented new signature requirements per Change Request (CR) 6698, ef-
fective March 1, 2010; however, the changes apply retroactively. As a result, we 
have been receiving "Invalid Signature" Denials from Medicare on appeals we previ-
ously submitted for payment. We have also received these same Denials for RAC 
Redetermination and CERT Documentation requests.  It is imperative that you im-
mediately update your signature process to meet Medicare guidelines. According to 
Medicare, there are many ways a signature can be considered valid. Below is a chart 
published in the Medicare Part B News regarding valid signatures: 

CMS Implements New Signature Requirements 

 
Signature Re-
quirement Met 

Contact billing provider 
and ask a non-

standardized follow up 
question 

Legible full signature X   
Legible first initial and last name X   
Illegible signature over a typed or printed name X   
Illegible signature where the letterhead, addressograph or other information on the page indicates the identity of 
the signator.  Example: An illegible signature appears on a prescription. The letterhead of the prescription lists 3 
physicians' names. One of the names is circled. X   
Illegible signature NOT over a typed/printed name and NOT on letterhead, but the submitted documentation is 
accompanied by: 1) a signature log, or 2) an attestation statement X   
Illegible Signature NOT over a typed/printed name, NOT on letterhead and the documentation is UNaccompa-
nied by: a) a signature log, or b) an attestation statement   X 
Initials over a typed or printed name X   
Initials NOT over a typed/printed name but accompanied by: 
 a) a signature log, or         
 b) an attestation statement X   
Initials NOT over a typed/printed name but UNaccompanied by: 
 a) a signature log, or         
 b) an attestation statement   X 
Unsigned typed note with provider's typed name  
Example:  John Whigg, MD   X 
Unsigned typed note without providers typed/printed name   X 
Unsigned handwritten note, the only entry on the page   X 
Unsigned handwritten note where other entries on the same page in the same handwriting are signed. X   
"signature on file"   X 


