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Billing and Reimbursement

GAO Report, Active Monitoring,  
Provider Based Rule, and CVIR
By Duane C. Abbey, PhD, CFP

GAO Report—Medicare and 
Medicaid Fraud, Waste, and Abuse

The Government Accountability Office 
recently issued a report entitled, 

Medicare and Medicaid Fraud, Waste, and 
Abuse: Effective Implementation of Recent 
Laws and Agency Actions Could Help 
Reduce Improper Payments.1 In this report, 
CMS estimates that for FY2010, $70 
billion in payments were made that were 
improper. Healthcare providers, who are 
expending significant resources meeting 
government auditing demands, might 
disagree with this estimate. But, as long 
as the perception of significant improper 
payments exits, healthcare providers 
should anticipate even more auditing 
and demands for reviewing claims, 
medical records and filing associated 
appeals.

Five specific areas are addressed in this 
report:

1. Strengthening provider enrollment 
standards and procedures: involves all 
of the machinations that healthcare 
providers must pursue in obtaining 
proper NPIs (National Provider 
Identifiers) and proper filing of the 
various CMS-855 forms.

2. Improving prepayment review of claims: 
Section 4241 of the Small Business 
Jobs Act of 2010 included specific 
language for using predictive 
modeling and other analytics 
technology.

3. Focusing postpayment claims review on 
most vulnerable areas: a process that 
seems an emerging consequence of 
the RAC (Recovery Audit Contractor) 
work, while the RACs are still 
gearing up, and their activities’ 
specific issues are being identified.

1  See GAO-11-409T dated March 9, 2011.

4. Improving oversight of contractors: not 
an area in which healthcare providers 
can provide any real assistance 
because they typically have difficulty 
obtaining precise guidance from the 
CMS contractors.

5. Developing a robust process for 
addressing identified vulnerabilities: 
when CMS or the RACs identify 
specific issues that are causing 
improper payments, overall CMS 
or its contractors may not pursue 
corrective action through enhanced 
guidance and education.

Internal auditors should use reports, 
such as this one from the GAO, to assist 
in prioritizing activities that can lead 
to proper coding and billing and then 
eventually to proper reimbursement.

Observation and active monitoring

The issue of observation services appears 
to have a life of its own. CMS has 
struggled for the past decade to define 
these services, how the hours should be 
counted, and how these services should 
or should not be reimbursed. There is 
also the Condition Code 44 process in 
which inpatient status may be changed 
to outpatient status. The latest area of 
concern involves not counting the time for 
services that require active monitoring. Of 
course, CMS does not specifically define 

active monitoring. One of the immediate 
issues involves hydration, injections and 
infusion services. In other words, do 
these services require active monitoring 
and thus should the time for hydration 
and infusions be subtracted from the 
observation hours?

There are some hints as to what active 
monitoring involves provided in the 
Medicare Claims Processing Manual in 
Chapter 4, §290.2.2:

Observation services should not be 
billed concurrently with diagnostic or 
therapeutic services for which active 
monitoring is a part of the procedure 
(e.g., colonoscopy, chemotherapy). 
In situations where such a procedure 
interrupts observation services, 
hospitals would record for each period 
of observation services the beginning 
and ending times during the hospital 
outpatient encounter and add the 
length of time for the periods of 
observation services together to reach 
the total number of units reported on 
the claim for the hourly observation 
services HCPCS code G0378 (Hospital 
observation service, per hour).2 

Note that this is relatively recent language 
and that both diagnostic and therapeutic 
services are included. For auditors 
who are going to judge the propriety 
of counting hours of observation, a 
policy must be adopted that defines 
active monitoring. Auditing staff should 
work with both clinical and billing staff 
to determine appropriate policies and 
procedures in this area.

Provider-based rule audits

With all the activity over the past three 
years concerning CMS requirements for 
physician supervision, internal auditors 

2  See also CMS Question and Answer #9974 at http://
questions.cms.hhs.gov/. 
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should consider including a review 
of provider-based operations at their 
hospital or hospital system. Generally, the 
process includes:

6. Identifying all possible provider-
based operations in the hospital, 
on the campus of the hospital but 
outside the hospital, and off-campus 
operations

7. Checking to make certain that all of 
the qualifying requirements under 
the provider-based rule3 are being 
met including physician supervision

8. Reviewing the status of any formal 
determinations and attestations that 
have and/or should be filed

9. Verifying that any special obligations 
are being observed such as notice 
of two copayments for off-campus 
operations

10. Determining if any prohibitions 
are being violated such as the 
under arrangements prohibition 
and delimitations on management 
contracts

11. Verifying that any material 
changes that might affect provider-
based status have been reported4

Hospitals are dynamic entities and 
changes can occur without auditing and 
compliance personnel being fully aware 
of the changes until after the fact. Thus, a 
periodic review of provider-based status 
circumstances is certainly justified.

Cardiovascular interventional 
radiology — code changes

For CY2011 CPT has introduced 
major changes in the coding structure 
for cardiovascular interventional 
radiology (CVIR). The CVIR service 
area is growing in volume with the 
maturing Baby Boom generation and 
is also growing in complexity with 
new technology. By any standard, 
CVIR coding and associated billing 

3  See 42 CFR §413.65.
4  Verification may require reviewing the currency and 

status of various CMS-855 enrollment forms.

is complex. The way in which these 
new CPT coding structures have been 
developed also suggests that further 
changes will be required over the next 
several years.

The new coding structures will require 
significant study and analysis in order to 
properly code and bill. Two aspects are of 
particular interest to auditors:

1. Correctly following the coding 
guidelines, and

2. Utilizing a coding process that results 
in correct coding and billing.

For example, the diagnostic heart 
catheterization services5 have a new set 
of codes that combine three separate sets 
of codes that were previously used. The 
therapeutic services (i.e., angioplasties, 
atherectomies and stent placements) 
didn’t change to any great extent. For a 
small number of hospitals, coding and 
thus billing in this area is performed 
utilizing charge entry through the 
hospital’s chargemaster that statically 
contains the CPT codes. The service area 
personnel will need to fully understand 
the coding guidelines if this type of 
process is to work properly.

On the vascular side (i.e., non-cardiac 
coronary), the coding changes are more 
confusing. Currently, a separation exists 

5  “Diagnostic heart catheterization services” is being 
used generally to describe heart catheterizations and 
diagnostic cardiac coronary services.

between supra-inguinal and infra-
inguinal6 catheterization services. The 
new codes tend to bundle almost all 
of the services together while the old 
coding structure utilized a component 
approach. The supra-inguinal services 
are generally using the old coding 
structure while the infra-inguinal has 
moved to a more bundled approach, 
hierarchically organized relative to 
therapeutic interventions such as 
angioplasties, atherectomies and stent 
placements.

Because of the complexities on the 
vascular side, the ability of service area 
personnel to correctly code and bill 
through the chargemaster is certainly a 
legitimate question. In this area a small 
team approach including service area 
personnel, coding personnel and billing 
personnel may be appropriate. Such a 
team can review the documentation and 
then develop appropriate codes and 
charges.

Auditors should check to make certain 
that whatever process is being used is 
indeed working properly and that proper 
and correct claims are being generated for 
CVIR services. NP

Duane C. Abbey, PhD, 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. You may reach Duane at 
Duane@acciweb.com.

6  You may also see sub-inguinal used. For the 
purposes of this discussion, no distinction is made.
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