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Non-Physician Practitioners–
Reimbursement Challenges
Non-physician practitioners, such as 
Physician Assistants, Nurse Practitioners 
and Clinical Nurse Specialists, are 
being used with greater frequency, 
particularly in the hospital setting. Since 
the implementation of RBRVS (Resource 
Based Relative Value System) in 1992, 
professional payment through the CMS-
1500 claim form has been available to 
these practitioners along with certain 
other types of practitioners. However, 
there have been diffi culties in gaining 
payment from the Fiscal Intermediaries 
(technical component) and the Carriers 
(professional component).

CMS has issued Transmittal 1168 to 
Publication 100-04, Medicare Claims 
Processing dated January 26, 2007, 
that corrects a long-standing error in 
the Medicare manuals. The Balanced 
Budget Refi nement Act of 1997 (BBRA 
1997) changed certain requirements 
for the professional payment for these 
practitioners. Basically, the restrictions for 
types of areas and settings were removed. 
CMS has corrected the manual entries to 
indicate that the services of NPs, CNSs 
and PAs are unbundled when provided 
in the hospital setting, either inpatient 
or outpatient. This means that these 
practitioners can fi le and be paid on a 
professional claim form while the hospital 
is also paid on the technical claim form.

The practitioner must correctly report the 
place of service so that the site-of-service 
differential is applied to the professional 
payment as appropriate, which is 
generally in the outpatient setting 
including provider-based clinics. Note 
that the incorrect manual language has 
created a great deal of consternation and 
inappropriate payment for practitioners 
providing services in the hospital 
setting. Fiscal Intermediaries have made 

payments (or not) based on the incorrect 
manual language that is contrary to the 
provisions in BBRA 1997.  
Additionally, healthcare auditors working 
in the area of non-physician practitioners 
will need to become quite knowledgeable 
with all the rules and regulations 
including state-level scope of practice 
issues. Extremely subtle situations can 
arise. For instance, a nurse practitioner 
may be at a hospital owned clinic that is 
organized as freestanding (i.e., fi les only 
CMS-1500 professional claim forms). The 
NP’s services may be billed as ‘incident-
to’ those of a physician in order to gain 
the full 100% payment (i.e., the services 
are billed as if the physician performed 
the services). However, because the 
hospital owns the clinic, the DRG pre-
admission window is in effect. If the 
services of the NP are diagnostic or 

otherwise meet the criteria for the pre-
admission window, then the NPs services 
should be bundled into the billing for the 
inpatient services. This occurs because 
if the services were provided in the 
hospital setting, then the NP’s incident-
to services are payable to the hospital, 
not the physician. Identifying this type 
of situation from an auditing perspective 
is diffi cult. However, as CMS moves 
toward regional Medicare Administrative 
Contractors (MACs), CMS’s ability to 
check for the correlation of physician 

and hospital claims will be signifi cantly 
enhanced.

ASC Payment System Changes
The long-expected movement of ASCs 
to some form of APCs (Ambulatory 
Payment Classifi cations) is now 
scheduled to occur January 1, 2008. CMS 
is proposing to pay for ASC services as a 
percentage of the APC payment. Needless 
to say, the selection of the percentage is a 
delicate issue. Also, there is an expanded 
list of surgical services that Medicare will 
recognize for ASCs.

This change means that ASCs will 
move from a relatively straightforward 
payment system, which involves very 
simple payment logic, to one of the most 
complicated payment systems developed 
by CMS. This change also means that 
auditing concerns for ASCs will now be 
elevated to the same level as for hospital 
outpatient services. Thus, healthcare 
auditors involved with ASCs will need to 
revise the type, level, and scope of audits 
that are to be considered.

Infusions, Injections and 
Chemotherapy

For CY2006, CMS has fully implemented 
the new CPT codes for hydration, infusion 
therapy, injections, and chemotherapy. 
Not only are all the codes new, there is 
also some very signifi cant coding logic 
embedded in the CPT manual. The coding 
in this area cannot be performed until 
the ‘encounter’ has been completed. 
For the vast majority of encounters, 
this does not create a challenge because 
the patient is provided services for a 
much delimited period of time. For 
instance, a patient comes to the hospital 
for an injection, presents for one of a 
series of chemotherapy treatments or is 
provided hydration during an emergency 
department visit.
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The challenge occurs with patients in 
observation status that may involve up 
to 48 hours of service. In theory even 
this should not be a major issue except 
for the question, “Who will code these 
injection and infusion cases?” Injections, 
infusions, and chemotherapy are often 
coded through the chargemaster, that is, 
by charge entry. This means that nursing 
staff in various departments will have 
to fully understand the new codes, the 
coding logic, the use of modifiers and 
the documentation requirements (e.g., 
documenting both start and stop times).

Given the complexity of this challenge, 
healthcare auditors in the hospital 
setting should prepare to carefully 
audit injections, infusions, and 
chemotherapy with careful consideration 
for the hospital’s coding, billing and 
chargemaster policies and procedures in 
this area.

Hospital Pricing Rules–No OIG 
Guidance
The OIG (Office of the Inspector General) 
has finally responded to the September 15, 
2003 Federal Register (68 FR 53939). This 
was the FR entry that proposed rather 
sweeping interpretations of terms such 
as “usual charges” and “substantially 
in excess” relative to charges and other 
terms found at 42 CFR §1001.701. On 
June 17, 2007 (72 FR 33430) the OIG 
issued a FR entry indicating that no final 
rule would be published. Of course, the 
OIG was well beyond the mandated 
three-year limitation on issuing a final 
rule as per Section 902 of the Medicare 
Modernization Act (MMA 2003).
The June 17th entry is only a few 
pages, but the OIG does give a good 
summary of what they were proposing 
and then there is some interesting 
language that gives us insight into 
how the OIG is thinking about these 

issues. Unfortunately, from an auditing 
perspective, the OIG is not going to 
provide any guidance on what the 
CFR language is interpreted to mean. 
The OIG will study each case on the 
individual merits of the case. This 
means that auditors are left to their own 
interpretations concerning propriety 
of hospital charging processes until 
litigation provides some guidelines.

Hospital pricing, particularly the concept 
of transparent pricing, has recently 
become a major issue. The basic idea is 
that hospital charges, and thus pricing, 
should be reasonable, defensible and 
understandable by patients. Over the 
years, hospital pricing has developed in 
such a way that charges are quite variable 
and, in some case, quite high. Healthcare 
auditors should be prepared to audit 
pricing and the charge algorithms that 
are used in conjunction with the hospital 
chargemaster.

An example of this issue, unrelated to 
the Medicare program, has gained some 
notoriety. This is the so-called ‘Virginia 
Mason’ case that involves establishing 
hospital pricing for provider-based 
clinics. Hospital-based or provider-based 
clinics can file both a professional and 
technical claim form. Many hospitals 
with provider-based clinics choose 
to split-bill (i.e., file two claims) only 
for Medicare patients. In the case of 
Virginia Mason, the split billing was 
additionally applied to other patients. 
Also, the fee structure for the provider-
based clinics created significantly high 
levels of charges thus triggering large 
co-payments for non-Medicare patients. 
Complaints were filed and a settlement 
agreement reached. Healthcare auditors 
are encouraged to study this and related 
cases in order to better appreciate 
chargemaster pricing issues for provider-
based clinics.

For more information see: 
www.healthbusinessandpolicy.com/
PricingLawsuits.htm NP

Duane C. Abbey, Ph.D., CFP, is president of 
Abbey & Abbey Consultants, Inc., specializ-
ing in healthcare consulting and related areas. 
He also teaches workshops and makes presen-
tations to hospital associations and medical 
societies. He is a leading expert nationally on 
APGs/APCs. He may be contacted at Duane@
acciweb.com.

Reporting Physician Relationships: No Longer Voluntary for 500 Hospitals — continued from page 30

deadline. For other Medicare participating 
hospitals, there is no better time than 
the present to revisit their relationships 
with physicians to ensure that such 
relationships comply with the federal 
Stark law as well as applicable state 
physician self-referral laws and other 
relevant kickback and fraud and abuse 

provisions before these relationships must 
be affirmatively disclosed to CMS. NP
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She can be contacted by phone at (310) 551-
8140 or by email at hlevybiehl@health-law.
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