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Billing and Reimbursement 

Government Accountability Office and 
Provider Enrollment and Revalidation
By Duane C. Abbey, PhD, CFP

GAO report

O n July 25, 2011, the Government 
Accountability Office issued 

Improper Payments - Reported Medicare 
Estimates and Key Remediation Strategies. 
This report indicated $48 billion in 
improper payments without considering 
Part D drug coverage. Thus, hospitals, 
clinics, physicians, DME suppliers, 
home health along with other healthcare 
providers should anticipate increased 
scrutiny through audits of various 
types. Also, this means as auditors you 
will need to review your annual audit 
plans and focus on the areas where the 
greatest potential exposure is for your 
organization.

The main recommendations from this 
report are:

• strengthen provider enrollment 
standards and procedures

• improve prepayment reviews

• focus post-payment reviews on 
vulnerable areas

• improve oversight of contractors

• develop a robust process to address 
identified vulnerabilities

Each of these five areas can be discussed 
at some length. For instance, the Medicare 
program is in the midst of updating the 
enrollment process with revalidation 
and revised CMS-855 forms. Prepayment 
reviews are mandated through Section 
4241- Small Business Jobs Act of 2010, 
entitled: Use of predictive modeling and other 
analytics technologies to identify and prevent 
waste, fraud, and abuse in the Medicare fee-
for-service program.

The last recommendation is a repeat 
from previous reports in which the GAO 
asserts CMS is not specifically addressing 
known problem areas through definitive 
guidance and procedures that will reduce 

the vulnerabilities. Ambiguous guidance 
continues as a source of great concern for 
healthcare providers and their auditors. 
For instance, CMS requires direct 
physician supervision for certain services 
and has a requirement that the physician 
be immediately available. However, the 
concept of being immediately available 
is not defined in auditable terms such as 
distance or time metrics. Similarly, for the 
3-day payment window, in determining 
which outpatient services must be 
bundled into the inpatient billing, the 
term and concept of being related is not 
defined in auditable metrics.

The GAO report also recognizes the work 
of the RACs (Recovery Audit Contractors) 
as being comprehensive although concern 
is expressed that the RAC program is not 
gearing up quickly enough.

Provider enrollment and revalidation

With little fanfare, CMS has revised the 
various CMS-855 forms. These are the 
enrollment application forms for providers 
and suppliers. The newest set of forms is in 
interactive PDF format so the forms can be 
filled out by keyboard entry. They can then 
be saved and printed off for submission. 
While this is a helpful feature, there are still 
many challenges because some parts of the 
forms must be iterated.

There are also some other changes. First, 
there is a new sixth form, namely the 
CMS-855-O. The ‘O’ is ostensibly for 
‘ordering’; the formal description is: For 
Eligible Ordering and Referring Physicians 
and Non-Physician Practitioners. The new 
form fills a gap by providing the means 
for a physician or practitioner who can 
legitimately order services, but does 
not ever bill the Medicare program for 
services. 

CMS has delayed the requirement for 
healthcare providers to report ordering 
and/or referring physicians because many 
of these physicians and practitioners are 
not recognized by the Medicare program 
even if they have an NPI (National 
Provider Identifier). The new form creates 
a direct process for them to become 
recognized by the Medicare program.1

Second, there are changes to the forms 
themselves. While these changes are not 
major, you should keep up with them. For 
instance, on the CMS-855-A there is now a 
question concerning physician ownership. 
If there is physician ownership, or 
ownership by family members of a 
physician, this must be reported by 
completing Attachment 1. For CMS-855-B, 
855-I and 855-S forms, the place and 
country of birth for individuals who have 
an ownership interest or management 
control in the supplier is required.

You should anticipate there will be 
changes in the future as well. For instance, 
the changes being made for billing and 
reimbursement under the DRG 3-day 
payment window will require special 
identification of freestanding clinics2 

1  Note that CMS did previously have a workaround 
for this situation using the CMS-855-I.

2  These clinics file only a CMS-1500 claim form. CMS 
is referring to these as physician practices that are 
owned or operated by a hospital.

H ealthcare 
providers 

should anticipate 
increased scrutiny 
through audits of 
various types.
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executive is concerned with improving the 
quality of the audit function. This can only 
be good news for the Board.

We are sure you have been asked 
sometime in your career, “Hey, who 
audits the auditors?” Well, a QAR is your 
response. In addition to the direct benefits 
of ensuring compliance with the Standards 
and demonstrating your commitment to 
internal audit professionalism, a QAR 
also provides these benefits:

1. Best practices that can help you 
improve internal auditing and 
improve your department’s status 
within the organization

2. Lets management and clients know 
you are willing to be subjected 
to audit scrutiny and resulting 
feedback similar to what you offer 
to them

3. Sensitivity training to your internal 
audit team members as they learn 
what it’s like to go through an audit 
themselves

4. Creates a roadmap for possible 
needed improvement

5. New audit insights and 
professional connections within the 
profession. NP

Want more details on internal audit 
quality concepts discussed here?  
Use these sources:

• The IIA Website: www.theiia.
org. All IPPF and Standards 
information is found under 
“Guidance & Resources”

• Google the topic. There is a 
world of resources at your 
fingertips. Otherwise, check 
the “Works Cited” for some 
favorites. 
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through the CMS-855-B form. Hospitals 
that wholly own or wholly operate 
freestanding clinics must bundle charges 
into the inpatient billing even though 
these clinics file claims using a CMS-1500 
claim form. Under anticipated rules, 
physician payment for services provided 
to patients who are admitted within the 
3-day window will be reduced to the 
facility rate.

PECOS, the Provider Enrollment, Chain 
and Ownership System, is being used 
with greater frequency. PECOS is a 
database of providers who are enrolled 
in the Medicare program, now including 
providers who would use the new CMS-
855-O form. However there appears 
a backlog in getting all the necessary 
information into this system. Also, some 
information on the CMS-855 forms must 
be submitted through attachments or 
provision of additional documents. CMS 
will likely not implement the ordering 
and referring requirements until PECOS is 
more up-to-date.

Added to all this activity, CMS is now 
fastidiously pursuing revalidation of 
the enrollment of healthcare providers 

and suppliers. Revalidation involves 
filing a full, new CMS-855 form or forms. 
Currently, the primary emphasis is on 
physicians and others who have not 
filed or updated their CMS-855 forms 
since 2003. Section 6401a of the ACA 
(2010 Affordable Care Act) requires 
that revalidations involve screening for 
different levels of risk to the Medicare 
program. 

The risk levels are: Limited, Moderate, or 
High. The High category includes newly 
enrolling home health agencies (HHAs) 
and DME suppliers. The Moderate 
category includes hospice, revalidating 
HHAs and DME suppliers along with 
Mental Health Centers and Independent 
Clinical Laboratories. Most providers 
and suppliers will come under the 
Limited category. There are additional 
requirements for the Moderate and High 
categories, including an on-site visit.

From an auditing perspective there are 
two important considerations:

• the accuracy and currency of the 
information on the various CMS-855 
forms, and

• the process and organizational 
infrastructure to support completing, 
filing and keeping the forms up-to-
date.

While suppliers such as physicians in 
private practice must address only a few 
forms, hospitals and hospital systems that 
are integrated delivery systems may have 
to deal with hundreds of these forms.

Thus, auditors should carefully consider 
who is addressing these forms and the 
processes they are using. Be prepared to 
find that these forms are being addressed 
by dispersed personnel in different 
departments of the healthcare provider. 
Auditors should check to make certain 
there is proper communication and 
coordination of information if this process 
is dispersed. NP
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