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Learning Objectives

 Understand physician place of service coding / 
billing issues

 Physician vulnerable areas as identified by 
Recovery Audit Contractors (RAC)

 High-Risk Inpatient Vulnerabilities identified by 
Recovery Audit Program (RAP)

 Medical Necessity requirements
 CMS reminders to providers
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Physician Issues
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Physician Issues

 Physician types affected:
o All physicians submitting Fee-for-Service 

claims to:
• Medicare Carriers 
• Part A/B Medicare Administrative 

Contractors
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Physician Vulnerability

 Duplicate claims
 New patient E/M services for the same 

beneficiary within a 3-year period
 E/M services billed by the surgeon

o Day before procedure
o Day of procedure
o Within 90 days after major surgery
o Within 0-10 days after minor surgery
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Physician Vulnerability (continued)

 Incorrect number of units for Current Procedural 
Terminology (CPT) code billed based on:
o CPT code descriptor
o Reporting instructions in the CPT book and/or other 

CMS local or national policy
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Physician Improper Payments

Item Provider 
Type

Improper
Payment Amount 
(pre-appeal)

RAC Demonstration Findings

1 Physician $6,635,558 Other Services with Excessive Units – Units 
billed exceeded the number of units per day 
based on the CPT code descriptor, reporting 
instructions in the CPT book, and/or other CMS 
local or national policy.

2 Physician $1,094,751 Duplicate Claims – Physician billed and was 
paid for two claims for the same beneficiary, for 
the same date of service, same CPT code, and 
same physician.

Note: The two findings identified in the above table impacted multiple codes and no specific 
coding trends were self-reported by the RACs for these categories.

Source: MLN Matters Number: SE1036 
9



Physician Overpayment

 Centers for Medicare and Medicaid Services 
consider a physician overpayment exists when 
the physician bills and is paid for services that 
have been previously processed and paid.  

 Sources:  
Medicare Financial Management Manual Chapter 3, 
Section 10.2
http://www.cms.gov/manuals/downloads/fin106c03.pdf
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Office of Inspector General (OIG) 
Findings of Physician Billing

 The following two issues resulted in physician 
billing overpayments:
o Physicians incorrectly coding place-of-service codes
o Physicians are incorrectly using non-facility place-of-

service codes that were performed in outpatient or 
Ambulatory Surgery Centers

 Sources:
http://www.cms.gov/PlaceofServiceCodes/
http://oig.hhs.gov/oas/reports/region1/10900503.asp/
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CMS Reminders to Physicians

 It is inappropriate to routinely submit duplicate 
claims to Part B Carriers and MACs for a single 
service encounter

 Bill using the appropriate CPT code
 Accurately report the units of service
 Ensure that the units billed do not exceed the 

number of units per day based on CPT code 
descriptor, instructions in the CPT book, and/or 
CMS local or national policy
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Physician Place of Service Billing

 CMS reminds physicians and billing agents of:
o The importance of correctly coding the place of service 
o Implementing appropriate controls to prevent incorrect 

place of service billing 
o The use of non-facility place-of-service codes for services 

performed in outpatient or Ambulatory Surgical Centers 
(ASC) results in overpayments

o Physician responsibility for any Medicare claims submitted 
by billing agents

 CMS expects the physician to:
o Correctly code the place of service on Part B claims
o Insure adequate controls are in place to identify potential 

place-of-service coding errors
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High-Risk Inpatient Issues
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Inpatient Denials

 Provider types affected:
o All Inpatient Hospital providers submitting fee-for-service 

claims to Medicare Fiscal Intermediaries (FIs) or Part A/B 
Medicare Administrative Contractors (MACs)

 Inpatient vulnerable areas identified by Recovery 
Audit Contractors
o Medical necessity for multiple codes
o Ambulatory Surgery coding errors paid at inpatient rate 

instead of outpatient rate
o Outpatient charges that were not billed because medical 

services were not necessary for inpatient
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RAC Inpatient Findings

 Denied because services were not medically 
necessary for setting billed

 Service/procedure was medically necessary but 
not as an inpatient setting
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20 DRGs Identified as Inpatient 
Provider Medical Necessity Vulnerability

Source:
MLN Matters® Number SE1027 17



Medical Necessity
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Medical Necessity Denials - Inpatient

 Documentation did not:
o Support diagnosis
o Justify the treatment or procedure
o Document the course of care
o Identify treatment or diagnostic test results
o Promote continuity of care among health care 

providers 
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Factors to Consider Inpatient Medical 
Necessity
 The severity of the signs and symptoms 

exhibited by the patient
 Medical predictability of something adverse 

happening to the patient
 The need for diagnostic studies
 Availability of diagnostic procedures at the time 

when and at the location where the patient 
presents

 Pre-existing medical problems that make 
admission medically necessary
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Summary – Medical Necessity 
Documentation

LOC Order and 
Diagnosis

Physician 
Anticipates > 24 
Hours to Treat

Intensity / 
Treatment 

Plan

Risk of 
Mortality

Patient 
Severity

Intent
Coding
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CMS reminders to providers
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CMS Reminders to Providers

 The medical record must contain sufficient 
documentation to demonstrate signs and 
symptoms were severe enough to warrant 
inpatient medical care 
http://www.cms.gov/manuals/downloads/pim83c06.pdf

 Admissions are not covered or non-covered 
solely on basis of time 
http://www.cms.gov/manuals/downloads/bp102c01.pdf

 Comply with Inpatient Hospital coding clinic 
guidelines
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CMS Reminders to Providers (continued)

 Legibility has a direct affect on RAC reviewer’s 
ability to support medical necessity and 
appropriate setting

 Complete all fields on documentation tools
 If a field is not applicable use “N/A”
 Medicare contractors may use clinical judgment 

 Source:
Program Integrity Manual Chapter 3, Section
3.14http://www.cms.gov/manuals/downloads/pim83c03.pdf
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CMS Reminders to Providers (continued)

 Ensure all entries are consistent with other 
parts of the medical record

 Document significant changes in the condition 
or care of the patient

 Ensure information that affects the billed 
services acquired after physician documentation 
is complete is added according to accepted 
standards for amending medical record 
documentation  
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Questions

Contact:
Brenda Keeling, RN, CPHQ, CPUR

President / Owner
Patient Response, Inc.
2807 University Blvd.

Durant, OK 74701
580-931-9105 (office)

800-655-5598
580-916-1122 (cell) 26



References

 Included in the body of presentation
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