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Introduction
The Clinical Practices of the
University of Pennsylvania
(CPUP) agreed to settle a
Department of Justice (DOJ)
investigation by paying the
United States more than $30
million. CPUP must also take
other steps to ensure against
future billing errors for faculty
physician services. According to
the settlement agreement, from
1989-l 994, a federal audit found
CPUP, a component of the
University of Pennsylvania Health
System, to have engaged in: 1)
inadequate documentation and
violations of billing requirements
for services of attending
physicians when residents
performed the services; 2) “errors
in billing the level of Evaluation
and Management services
provided by attending
physicians”; and 3) other errors in
billing for services under
Medicare Part B.

Besides the monetary settlement, CPUP must implement an extensive
compliance program. Elements of that program include: 1)
centralizing all business and financial functions under the direction
of the chief financial offtcer, with all professional fee services to be
billed out of a central office; 2) expanding internal monitoring and
external auditing procedures; 3) conducting mandatory education and
training for all physicians and billing personnel; and 4) creating
dedicated information and reporting telephone lines.

The issue
The core of the issue is the appropriateness of attending physicians
billing the Medicare program for beneficiaries treated by residents.
Current Medicare regulations state that the attending physician must
furnish “personal and identifiable direction to interns or residents
who are participating in the care of the patient.” Reimbursement may
only be made when the attending physician is personally involved in
the care of the patient. This means that the attending physician must
review the patient’s history and physical examination; personally
examine the patient within a reasonable period after admission;
confirm or revise diagnosis; determine the course of treatment to be
followed; ensure that any supervision needed by the intern or resident
is furnished; and make frequent reviews of the patient’s progress.
The physician must also personally supervise the residents during
“major surgical procedures and other complex and dangerous

procedures or situations.” In essence, the physician must be
recognized by the patient as his personal physician and be personally
responsible for the continuity of the patient’s care, at least throughout
the period of hospitalization.

Why CPU’?
According to Philadelphia attorney Michael Mustokoff of Duane,
Morris and Heckscher, the 70 percent increase in revenue by the 600-
member faculty physician-group between 1989 and 1994 prompted
the CPUP investigation. However, DOJ does not expect this to be an
isolated incident. U.S. Attorney for the Eastern District of
Pennsylvania, has stated that DOJ intends “to continue to
aggressively pursue investigations of false Medicare claims
submitted by other institutions.” Therefore, it can be expected that
other teaching institutions will be investigated in the future.

New rules for teaching physicians
The issue involved in the CPUP investigation is clear -- an attending
physician cannot bill for services that he or she does not perform. To
make it even more clear, on December 8, 1995, the Health Care
Financing Administration (HCFA)  published a fmal rule stating that,
effective July 1, 1996, eliminates the designation of “attending
physician” for purposes of payment under Medicare Part B.
Furthermore, if a resident participates in a service furnished in a
teaching setting, physician fee schedule payment is made only if a
teaching physician is present during the key portion3 of any service
or procedure for which payment is sought. Teaching physicians must
be present for all critical portions of a complex surgical procedure,
and be immediately available to furnish services during the entire.
service; however, they will not be required to be present during
opening and closing of the surgical field.

The new rule contains some exceptions. For example, the teaching
physician must be present during the viewing portion of any
procedure involving an endoscope. With respect to evaluation and
management (E&M) services, they must be present during the
portion of service that determines the level of service billed and
immediately available for certain outpatient E&M services of low-
and mid-level complexity performed in specialty centers such as
family practice centers

It is important to note that this new rule does not have any bearing on
the CPUP investigation and settlement. That initiative was based on
Medicare claims before 1995.

Where does the internal auditor fit in?
For the most part, the role of the internal auditor in ensuring

Continued on page 12

‘Further identification of “key portion” of a medical procedure
will be addressed in the Medicare Carrier Manual instructions.
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ensuringcompliance with billing requirements for teaching
physicians does not differ from any other compliance requirements.

All internal auditors should be familiar with the applicable Medicare
regulations and also the provider’s reimbursement and billing
processes and service delivery practices. In addition, the internal
auditor should be familiar with any contracts between providers.
Beyond these basics, the internal auditor’s role under the existing
DOJ settlement will vary depending on the organizational structure.

Facilities
The internal auditor must understand how the facility is reimbursed
for graduate medical education (direct and indirect payments). The
components of any charges and any variation in consistency of those
charges (including direct costs and overhead allocation) among the
patient care services provided by the facility should also be clear to
the internal auditor. In addition, the internal auditor must be familiar
with the documentation in the facility’s medical records that reflects
the presence and role of residents, interns, and medical
supervisors/practitioners during any rendering of medical service.

If the physician intends to separately bill charges, the services
included in those charges should be distinguished from the parallel
charges of the facility. This will ensure against duplicate billing of
services.

Any contracts between the facility and physicians or physician
groups should define the remuneration for the particular services.
There should also be a delineation between supervisory and
practitioner services, and an understanding of the services that are
covered. This includes any malpractice, continuing education,
billing and administrative support, medical or administrative
committee involvemenf and accreditation requirements.

Phvsician nractices
When working in a physician practice plan setting, the internal
auditor must be familiar with the components of any professional
charges. This includes professional services, overhead or facility
charges, ancillary services, and malpractice coverage. If there is a
contract between the physician and a facility, the internal auditor
should identify the physician’s responsibilities as a provider of
services, as opposed to a supervisor of service personnel. The
contract may or may not explain those instances when a physician
may or may not seek reimbursement for services outside the contract.

A physician may contract with a billing office to conduct all or part
of the physician’s professional billing or the practice plan’s billing.
In these circumstances it becomes even more important fully to
understand the actual services being billed. The internal auditor must
ensure that there is no overlap in billing that violates Medicare rules
or represents duplicate billing for the incurred expenses. This is
particularly important when physician assistants, nurse practitioners,
and other physician extenders are involved. In addition, the
documentation contained in any physician medical record should be
understood. The internal auditor should also be familiar with how
this documentation was obtained. For example, was the
documentation supplied by the facility, copied from the facility
record, recorded by the physician, etc.

The billing process should be audited regularly to ensure that there

are no discrepancies in medical record information and coding,
identified practitioners, etc. Under the Medicare program, many
hospitals bill a portion of the Part B service on a LIB-92  via the local
fiscal intermediary (FI), while the physician services are billed on an
HCFA 1500 form via a local carrier. These two documents or
formats have different coding requirements and coding standards;
however, the description of services should match the medical
record. Carriers and FIS watch these two claims very carefully for
discrepancies.

IntePrated deliverv svstems
The advent of the integrated delivery service (IDS) makes the need
for ongoing process and billing audits even more important,
especially in the early formation of the new entity. The potential for
error is even greater since the various contractual relationships may
continually change as the IDS becomes more sophisticated.

The internal audit role
The internal auditor must take into account the varying relationships
between practitioners and facilities. While each entity may control
their own practices and billings, the internal auditor must work
closely with each party to ensure compliance by both parties with
Medicare rules and the terms of any private contract. Many errors
occur merely because the billing process, the services delivery
process, or the contract terms are not understood. Internal auditors
for both parties must work together to ensure that neither party places
the other in legal jeopardy through a misunderstanding nor
processing error.

Summary
The pressures in heahhcare  are enormous. Providers need to be paid
quickly. To achieve this goal, claims for reimbursement must be
submitted on a timely basis; however, these claims must be submitted
correctly. The complexity of some of Medicare’s rules do not
facilitate this process. Billing errors, if they continue over a period,
are being viewed as intentional submissions of false claims, thereby
subjecting the institution and individuals to civil and criminal
prosecution.” To compound the situation, private payers are taking
DOJ’s  lead and seeking repayment for claims paid which they now
view as improper. All of this adds stress to an already stressful
environment. The internal auditor is not excluded from these
demands and stresses, and in fact, will play an even more important
role as the healthcare delivery system becomes more complex.
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* The CPUP settlement agreement clearly states that while the
institution is relieved of further action on this issue, it does not
necessarily relieve the individual physicians of liability.
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