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C
harge reviews verify compliance with 
documentation, coding, billing and 
reimbursement requirements. Because provider 
organizations are exposed to significant False 

Claims Act penalties for knowingly submitting inaccurate 
claims, auditing claims and charges has become increasingly 
important. Auditors can evaluate compliance with the rules 
and regulations of CMS and other payers before they raise 
questions.

Revenue cycle overview
Three distinct phases define the revenue cycle.

Front end – The revenue cycle begins with patient 
access by scheduling and registering the patient for 
service. Obtaining and entering patient demographics 
and insurance information is followed by insurance 
authorization and verification.

Middle – The middle of the revenue cycle begins when 
patient care starts. Upon the patient’s arrival for services, 
orders must be prepared, signed and dated. Patient care that 
is given must be documented in the medical records and 
signed by the provider.

Charges for services and supplies used in giving patient care 
are entered into the medical record. Charges can be based 
on orders, based on codes selected by the provider, or, in 
many cases, by what the clinician actually observes about 
the patient. Charges should post to the patient account 
either immediately or overnight. Someone other than the 
person who entered the charges will reconcile the charges 
to documented services and supplies the next day to ensure 
completeness and accuracy.

After charges are entered, reconciled and posted, accounts 
then move on to coding. Coding falls into the middle section 
of the revenue cycle, but unless you are a certified coder, 
you will not be able to confirm the accuracy of coding. Your 
coding department should have a quality assurance process 
(routine internal or external coding reviews) to monitor 
coder accuracy.

Once coded, patient accounts are subjected to pre-bill 
edits, or claims scrubbing. The diagnosis and procedure 
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information are edited and errors are corrected. The process 
of scrubbing happens prior to a claim (bill) dropping, and so 
is part of the middle of the revenue cycle. Revenue integrity 
staff who are not part of the billing office supervise the 
scrubbing.

Back end – Once the account proceeds to billing in the 
back end of the revenue cycle, billers send the claim to the 
payers, post the contractual adjustments and payments, and 
perform collection functions until the account is closed.

The rest of our discussion will focus on the middle of the 
revenue cycle process.

Charge capture
Revenue-producing departments include those that 
charge patients for their services, such as nursing units, 
radiology, cardiac catherization lab and surgical services. 
These departments are responsible for complete and 
correct documentation and charging of services provided 
and supplies used, including charge entry and charge 
reconciliation.

Failure to accurately document and capture charges will 
negatively affect the financial health of your hospital. 
Examples of charge capture risks to consider in your audit 
include:

1. Entering charges on the wrong patient encounter

2. Inadequate documentation to support charges

3. Incomplete and inaccurate charge capture

4. Interface issues preventing charges from posting in the 
billing system

5. Incomplete posting or interfacing of charges

6. Incorrect codes in the chargemaster

Look for these characteristics of a high-performing charge 
capture process:

1. Technology is used rather than paper-based methods for 
capturing charges.

2. Trained staff handle charge entry.

3. Procedures exist to capture charges if the electronic 
medical record (EMR) system is down.

4. A neutral party reconciles charges.

5. Trained backup staff are in place for charge entry and 
reconciliation.

6. Written policies and procedures exist for entering, 
correcting and reconciling charges.

7. Edits find potential missing or incorrect charges and 
codes for correction.

8. Metrics measure timeliness and accuracy.

Charge capture methods
EMR systems provide several ways to capture charges.

1. The EMR automatically drops charges as clinicians 
document care.

2. EMR menu screens (called preference lists and charge 
navigators in Epic) allow staff members to select the 
proper charges.

3. Manual charge entry (called charge router charge entry in 
Epic) posts and corrects charges.

4. Batch processing is used, usually for supplies or 
medications.

5. Charge-on-completion functionality drops a charge 
when a clinician marks an order as completed.

6. Medications are charged when administered or 
dispensed.

7. Another application system, like laboratory or radiology, 
interfaces charges into the EMR.

Because of the variety of ways to capture charges, you need 
to ensure that the correct charges are posting to the correct 
accounts in the correct quantity. For example, verify that 
no one is manually entering charges that are also passing 
through an interface, thus creating duplicate charges.

Compliance considerations
Considerable complexity is involved in auditing charge 
capture due to various payer billing guidelines and 
regulations. You need some understanding of medical 
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terminology and payer requirements to be able to confirm 
that clinicians and charge capture staff are doing their jobs 
correctly.

The middle of the revenue cycle 
begins when patient care starts.

A basic knowledge of medical terminology and anatomy 
helps provide an understanding of the codes and charge 
descriptions as well as the clinical documentation in the 
medical record. Also, a basic understanding of coding rules 
and guidelines, especially Center for Medicare and Medicaid 
Services (CMS) regulations, is necessary.

CMS maintains a database of National Correct Coding 
Initiative (NCCI) edits1 that includes codes that are not to be 
billed with other codes. Also, National and Local Coverage 
Determinations (NCDs and LCDs) tell what circumstances 
allow the billing of certain codes.2 Familiarity with these 
guidelines is necessary prior to performing a charge capture 
audit.

EMR considerations
EMRs offer numerous benefits, but also pose some unique 
revenue cycle risks.

Charge router misconfiguration – Edits and rules are hosted 
by the EMR charge router, which can be a great control, but 
the router has a configuration risk. For example, a charge 
router rule can tell the system to ignore charges coming 
through an interface because the EMR system drops charges 
upon completion of the order. Unfortunately, the rule 
could be disabled and, consequently, charges could post 
in duplicate. The EMR charge reconciliation report may not 
help detect these duplicate charges because that report 
may not pick up interfaced charges.

Work queue neglect – Work queues or similar task lists 
capture potential errors in many EMR systems. If the 
assigned users do not monitor and clear their work lists 
timely, charge capture could be incorrect.

Unposted encounters – Charges may not post until 
encounters are closed or orders are completed. Assess 
the process to find open encounters and post the related 
charges.

1  www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/
MLNProducts/Downloads/How-To-Use-NCCI-Tools.pdf

2  www.cms.gov/medicare-coverage-database/

Unimplemented functionality – The design and build 
decisions during implementation may not have resulted in 
the best method for capturing charges. For example, a great 
deal of work may have been needed to design the system 
to automate charges for infusions based on documentation. 
Most organizations do not do this because of the time 
and resources involved, even though the risk of missed or 
incorrect infusion charges would be decreased.

Any instances of manual charges can need your attention 
because of the inherent risk of human error.

Mapping errors – The chargemaster file holds all orderable 
and chargeable items. Chargeable items are also found 
in the fee schedule, where the pricing resides, depending 
on the EMR design. The pricing files need to be mapped 
correctly, and only pertinent users should have access to 
make changes to either of these tables.

Unless you are a certified 
coder, you will not be able to 
confirm the accuracy of coding.

Also, pharmacy applications often rely on mark-up tables 
with mapping. If that mapping is not set up correctly, or 
inadvertently changed, many pharmacy charges could be 
incorrect.

Improper access – Logical security is a significant concern. 
You should make sure that only proper people have access 
to make changes, especially to the charge router rules. 
Also, the audit trail setting should be on so that system 
administrators can see who made changes and when they 
occurred.

Incorrect department choice – Revenue will be posted to 
the department that the user selects upon signing into the 
system. For example, if a user mistakenly logs into the ICU, 
any charges entered during that session will post to the ICU 
department. General ledger revenue posting errors occur 
when a user is not logged into the right department.

Mistaken user selections – If an organization has both a 
hospital and physician practices using the same EMR system, 
users must correctly select the appropriate items designated 
as hospital charges or professional charges. An incorrect 
choice could post charge transactions to an error pool, 
or work queue. Without a reconciliation of the error pool, 
revenues could be misstated.
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Performance expectations
Charge capture and reconciliation policies and 
procedures are important in expressing management’s 
performance expectations. In addition to the usual 
content standards for policies and procedures, 
expectations should be included for handling late charge 
entries and corrections, reconciliation steps, charge 
posting cycle times and other metrics.

Technology is used rather 
than paper-based methods 
for capturing charges.

Verify that metrics associated with the charge capture 
process (e.g., late charges, claims held for charge errors or 
omissions, etc.) are checked by management and proper 
action is taken when needed.

Key audit steps
With many different methods of charging and many risks, 
what should be the audit focus? Procedures that an auditor 
should be able to execute regardless of level of ability, and 
with no coding background, include:

1. Review the number of items in charge work queues and 
task lists, and the dates last accessed.

2. Audit the process of reconciling charges and ensure 
that proper controls are in place. If your organization 
has a charge reconciliation policy, check to see that 
high volume/high dollar/high risk areas are following 
that policy.

3. Validate supply mark-ups compared to policy (especially 
for pharmacy and expensive supply items).

4. Ensure that each medical test billed has a corresponding 
order and result, and the correct date of service.

5. Review each scheduled patient to ensure that all patients 
were charged.

Some more advanced, clinical-type procedures that may 
be performed, perhaps with some help from clinicians and 
coders, include:

1. Review claims for duplicate charges (especially for 
departments that interface charges).

2. Review areas where charges are not based on 
documentation (i.e., departments where charge 

navigators and preference lists are used) to look for 
missing charges.

3. Validate that OR, anesthesia and recovery times 
are charged on every surgical patient and match 
documentation in the medical record.

4. Ensure that only one blood transfusion code is billed per 
encounter.

5. Ensure that add-on codes are only billed with a primary 
code.

6. Review radiology “with contrast” procedures to ensure 
that the contrast charge is billed (with the correct units).

7. Review CPT codes with age and gender parameters to 
ensure only patients of proper age or gender are billed.

Metrics measure the 
timeliness and accuracy 
of charge capture.

The EMR or billing system may have edits built for these 
items, and if a pre-bill scrubber is used, these errors should 
be caught. But it doesn’t hurt to verify that these checks 
and balances are functioning as designed. Situations have 
occurred where an organization thought an edit was in 
place, but the edit was not turned on, so the incorrect 
charges were not caught.

Many of these audit procedures can be carried out with 
computer assisted audit techniques (CAATs).

Chargemaster
The chargemaster is a list of orderable and chargeable items 
having a charge number and description, CPT or HCPCS 
codes, revenue codes and prices. The chargemaster file 
drives all charges, and justifies its own audit, preferably using 
CAATs. Ideas for chargemaster audit procedures include:

1. Verify that CPT codes, used for coding medical 
procedures, are reviewed and updated every year as of 
January 1. Also, determine that deleted codes have been 
removed from the chargemaster promptly.

2. Compare the chargemaster to the external CPT reference 
book for completeness. If missing codes are identified, 
ask revenue cycle management if they should be added 
to the chargemaster.

3. Compare chargemaster prices to the Medicare OPPS fee 
schedule. Prices should usually be above the Medicare 
fee schedule.
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4. Compare chargemaster line items with the same CPT/
HCPCS codes. Prices should typically be the same.

5. Review miscellaneous charges to ensure billed amounts 
are in line with facility mark-up policy.

6. Ensure that logical security access to the chargemaster files 
is in place and that only proper staff can make changes.

7. Compare actual changes to the chargemaster change 
management policy and procedures to ensure 
compliance.

Audit tips
When embarking on a charge capture or chargemaster 
audit, keep these things in mind:

1. Like coders, adopt the mantra: “If it is not documented, 
it did not happen.” If documentation does not exist to 
support a code, the service or supply should not be billed.

2. Focus on outpatient accounts because they give a bigger 
bang for the buck compared to inpatient accounts. Many 
inpatient bills are paid on Diagnostic Related Groups or 
case rates, so the individual charges do not make much 
difference in reimbursement.

3. The CPT reference book is your friend. And do not just 
read the code description—the section headers have 
very helpful information.

4. Select a random sample of accounts after you have 
narrowed down and defined your population.

5. Always go to the source—look at the claim as billed. 
Charges could be changed before the claim drops, but 
not be reflected in the system. Although the system 
should be the source of truth, the system is not always 
correct.

6. Carefully word your scope, objectives and write-up of 
your findings. Do not say that you validated that charges 
are complete and accurate if that is not truly what was 
done.

7. Should you find something that could be a compliance 
issue, be sure to consult with the compliance depart-
ment, and possibly the legal department, before going 
ahead.

8. If you feel like you are in over your head, ask for help 
from an expert (e.g., coder, clinician, nurse auditor, 
revenue integrity staff, etc.). Never be afraid to ask 
questions in areas of uncertainty; gray areas exist in the 
revenue cycle. You would not want to issue a clean report 
opinion if problems exist.

Always go to the source—
look at the claim as billed.

Summary
With many risks and improvement opportunities in the 
middle part of the revenue cycle, do not overlook this 
important aspect of the patient account lifecycle. Any 
auditor of any experience level can execute some type 
of charge capture or charge reconciliation audit. Take 
advantage of the experts in your organization, including 
coders, revenue integrity staff, IT application staff and 
clinicians. These technical and process experts are usually 
happy to help and share their knowledge.

Your organization can benefit from reduced revenue 
leakage due to missed and incorrect charges, improved 
documentation of patient services and supplies, and 
compliance with internal requirements and external rules 
and regulations. 

Pick battles big enough to matter, small enough to win. ~ Jonathan Kozol
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