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Got a Revenue Leak? Charge Capture 
Audits Provide Key Value-added Service
By Bridget Johnson, CIA, CSSA, and Beth Schindler, CPA, CIA, CISA

Frequently, charges for patient services 
are not captured appropriately, which 
means hospitals may miss vital 
reimbursement because costly services 
and supplies are not billed, or are not 
billed completely. A review of over 
100 hospitals, encompassing more 
than 30,000 completed medical records 
(including comprehensive billing and 
collection records), showed that on 
average, hospitals were losing one 
percent of revenues due to errors in 
either the charge master, or in the charge 
capture process1. 

Hospitals typically are not aware of the 
extent to which they may be missing 
patient charges. This is an area where 
internal audit can provide value-added 
service. Charge capture audits provide 
valuable insight into the health of a 
hospital’s revenue cycle; help identify and 
capture lost revenue; and surface billing 
compliance risks requiring mitigation. But 
how should you go about uncovering this 
revenue leakage? Where should you look?

Where to Locate Revenue Leaks

Before you can prevent revenue leakage, 
you must first decide which departments 
are at greatest risk. You should consider 
auditing departments that have:

• High volumes, or complex charges 
such as observation patients and 
outpatients (including injection and 
infusions),

• Departments that utilize supplies and 
pharmaceuticals in conjunction with 
complex billing requirements, plus 

• Pharmacy, Cardiac Catheterization 
Lab (i.e. Cath. Lab), and the 
Emergency Department (ED) each of 
which generate significant revenue 
from commercial payers. 

Then you need to understand how 
charges in these departments are 
generated (e.g. manually or electronically) 
and how charge capture is monitored (i.e. 
reconciliations, daily volumes, etc.). 

To learn how the various departments’ 
charge capture processes work you 
should physically observe each of the 
charge processes. Then either flowchart 

or carefully document your observations. 
This discipline will help you to: 

• Learn their charge process.

• Clarify questions you may have.

• Identify possible weaknesses.

• Reduce time and effort on subsequent 
audits.

After you have gained a good 
understanding of the charge process, 
you are now prepared to consider the 
various risks present in the department’s 
charge process(s). After you consider the 
risks, develop the audit tests to identify 
whether the controls are allowing revenue 
leakage in the process. You should be sure 
to consider the following risks, which are 
common to many systems:

•	 Lost	Charges. Do your tests identify 
all of the charges that should be on the 
bill?

•	 Missing	Billing	Modifiers. Does the 
HCPCS/CPT code require a modifier 
and were multiple procedures 
performed?

•	 Incorrect	Revenue	Codes. Is the charge 
assigned to the wrong revenue code?

•	 Reconciliation	Process. Is there a 
thorough reconciliation process 
in place to identify missing or lost 
charges?

•	 Late	Charges. Were charges posted 
after the bills dropped from the 
billing system? If so, what is the 
cause of the late charges?

How CAAT Finds Lost Revenue

Charge capture audits present an excellent 
opportunity to use computer assisted audit 
techniques (CAAT). In fact, it is perhaps 
the only way to do the job right. By 

Executive Summary

The variety of charge processes in ancillary and supply areas, coupled with complex 
billing systems and complicated third party contractual requirements, almost 
ensures dollars will be left on the table. It is estimated that 1% of charges are not 
billed. Charge capture audits, without question, are a value-added service to your 
institution. Audits of how well charge transactions flow through the system are an 
important consideration for hospitals looking to ensure full reimbursement for each 
service rendered. Applying computer-assisted audit techniques to ensure complete 
capture of charges in the emergency department, cardiac cath. and pharmacy, help 
you to help your organization.

Hospitals are not 
aware of the extent 
to which they may 
be missing charges.

1 Duffy, J., “Are You Speeding Toward Revenue Loss?” HFM, Dec. 2004, p.44-45.
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applying CAAT you can quickly examine 
100% of patient charges with little effort. 
This is a significant improvement from 
sampling a small portion of the population. 
In addition, your audits’ credibility is 
enhanced when you report that the entire 
population was looked at.

To access patient charge information using 
CAAT you will need to determine which 
hospital systems contain the patient charge 
data elements. If you are unable to pull the 
data yourself, have the IT Department pull 
it for you. With the data, you can create 
the necessary audit steps and use CAAT to 
look for charge anomalies. We used ACL as 
our CAAT tool. 

Below are the audit steps (using ACL) we 
recommend for identifying revenue loss 
in the Emergency Department, Cardiac 
Catheterization Lab, and Pharmacy.

Emergency Department

Typically, the ED manually enters the 
charges for the patient visit level, as well 
as for injection and infusion charges. 
Because of the nature of the work 
performed and the typical fast pace of 
an ED, there is opportunity for either 
charging mistakes or omissions. 

Here are two audit tests to perform using 
ACL:

Test 1:

Identify Missing ED Visit Level Charges

1. Obtain a master file of ED patients. 
Apply a filter to your charge file to 
extract all charges with patient type = 
‘E’. Name it ED Patient file.

2. Using the ED Patient file, summarize 
on account number. Name it ED 
Charge file.

3. Using the ED Charge File, extract 
level visits using CPT Code(s) = 
99281-99285, 99291, 99292. Note: 
Always confirm the CPT Codes with 
the current AMA CPT Code book.

4. Relate the ED patient file and ED 
charges file on account number.

5. Add the account number field 
column from the ED Charge file to 
the ED Patient file. (Hint: Change the 
name of the second account number 
field column to avoid confusion.)

6. All instances of blanks in the 
“second” account number field may 
indicate instances where an ED level 
visit was not charged. Note: Your 
population may include patients who 
left without treatment. 

Test 2:

Identifying Missing ED Infusion 
Charges

1. Identify patients who were given 
a non-self-administered drug; by 
HCPCS code = “J” 
 
Using the ED Charges file (i.e. same 
file created in the steps above), 
extract the infusion or injection 
charges (CPT codes 96360-96361, 
96365-96376). Note: Always confirm 
the CPT Codes for Infusion and 
injections with the current AMA CPT 
code book.

2. Summarize on account number in 
each file to obtain a summary file of 
accounts with drug charges and a 
separate summary file of infusion/
injection charges. Name the files 
Drug Summary file and Infusion/
Injection file, respectively.

3. Relate the Drug Summary file to the 
Infusion/Injection file on account 
number.

4. Add the account number field 
column from Infusion Charges 
Summary file to the Drug Charges 
Summary file.

5. All instances of blanks in the “second” 
account number field column may 
indicate instances where an injection/
infusion charge was missed. Note: 
Infusion charges are time based; 
in order to bill for the service, the 

patient’s chart must reflect the 
infusion start and stop time.

Cardiac Catheterization Lab

Because the Cardiac Catheterization 
Lab (i.e., Cath. Lab) manually enters the 
charges for implants, there is a potential 
to fail to capture these charges. 

One test to help identify these charges 
includes:

Identifying Missing Cath. Lab Implant 
Charges

1. Consult with Cath. Lab leadership 
to identify the top five most-costly 
implants utilized (e.g., pacemakers, 
defibrillators, etc.)  

2. Identify the CDM numbers 
associated with the procedures that 
correspond with those five implants. 
Note: We have provided you with the 
CDM numbers our facility uses as an 
example. 

3. Obtain CPT codes for the procedures 
that correspond to those implants.

4. Extract charges that match the 
implant procedure CDM numbers: 

Cath_Lab_Charges  
SET FILTER MATCH 
(ChgCode,’00254607’, 
’00329086’,’00385153’, 
‘00376079’,’00387969’, 

’00388918’)

5. Summarize the resulting file by 
account number to obtain a master 
file of patients that had Cath. Lab 
implant procedures performed. 
Name this file Cath. Lab Procedure—
Patient’s file

6. Extract all charges with a revenue 
code of 0275 or 0278 and a charge 
amount greater than $1500 (or 
the amount determined to be the 
minimum dollar threshold) from the 
original Cath. Lab charges file. Name 
this file Cath. Lab Implants file

7.  Relate the Cath. Lab Procedure 
Patient’s file to the Cath. Lab 
Implants file on account number.

8. Add the account number field 
column from the Cath. Lab Implant 
Charges file to the Cath. Lab 
Procedure Patient’s file.

9. All instances of blanks in the 
“second” account number field may 
indicate instances where an implant 
charge was missed.

To use CAAT effectively you 
must have the right data. Here 
are the data needed to search for 
revenue leaks in the ED, Cath. 
Lab. and Pharmacy:

• Account Number

• Date of Service

• CDM Item Number

• CDM Description

• CPT Code

• Modifier(s)

• UB Revenue Code

• Quantity

• Charge Amount

• Patient Type 

• Admit Source Code

• Insurance Plan Code
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Pharmacy

Pharmacy charges are typically computer 
generated. These automated charges may 
originate from the pharmacy department, 
or from a med-station, such as a Pixis 
machine. Many managed care contracts 
may include a clause that will include a 
higher reimbursement, called a “carve-
out”, for certain items such as high cost 
drugs (HCD). The definition of a high 
cost drug (e.g., > $250) may vary between 
contracts; therefore, work closely with your 
managed care department to determine the 
definition. Most managed care companies 
require the hospital to provide, and 
periodically update, their list of high cost 
drugs. In order to obtain the higher “carve- 
out” reimbursement, the payer may 
require the hospital to separately identify 
those drugs on the claim (e.g. revenue 
code). Therefore, there is a potential for 
lost reimbursement if the correct revenue 
codes are not assigned to the charge code. 
As part of your review of managed care 
contracts you should ascertain the required 
revenue code your payer has chosen to 
identify these drugs. Once these contract 
terms and definitions are understood, you 
can develop the audit test.

Identifying Missing Pharmacy Charges

Additional Files Needed to Perform Tests:

• Pharmacy CDM that includes all 
Pharmacy CDM numbers assigned as 
a high cost drug (per managed care 
contracts).

• List of insurance plan codes from 
the managed care department which 
includes high cost drug (HCD) 
definitions (i.e., > $250), and the 
carve-out payment percentages.

• Pharmacy cost file based on per unit 
dispensed.

1. Limit your Pharmacy Charge data to 
those charges whose CDM number is 
not already assigned as a HCD.

2. Summarize the extracted file on 
account number, CDM number, and 

date of service and Totaling the units 
billed field.

3. Summarize again on CDM number, 
summing the units billed field “IF” 
the field does not equal zero.

4. Calculate the average daily units 
billed by dividing total units billed 
divided by count.

5. Relate the resulting file with the cost 
file and calculate the average daily 
cost.

6. Using your most recent file, extract 
the amounts whose CDM numbers 
are greater than your payer’s HCD 
definition (i.e.> $250). This is the file 
of pharmacy items that should be 
reviewed for HCDs—consider multi-
dose vials and ointments. For validity 
purposes the pharmacy and managed 
care departments should review the 
audit results.

Quantifying Audit Results and Next 
Steps

Wrapping up the audit involves 
quantifying the results to determine the 
amount of identified lost revenue. To 
validate that the missing ED and Cath. 
Lab charges are accurate, we suggest 
selecting a small sample of results 
and reviewing the patients’ medical 
records with each department’s charge 
capture personnel. When the audit 
findings are validated, quantifying 
the lost reimbursement for the ED and 
Cath. Lab is as simple as adding up the 

missed charges and multiplying by the 
reimbursement amounts. 

However, quantifying the results and 
determining how much lost revenue you 
identified for the pharmacy is a little more 
complex. One way to quantify the dollar 
impact is as follows:

Quantifying the Dollar Impact for Lost 
Pharmacy Charges

1. Relate the newly created high cost 
drug (HCD) CDM file with your 
original Pharmacy Charges file (i.e. 
created in the procedures steps 
above) to identify those patient 
accounts with HCD charges. 

2. Relate the HCD Charges file to the 
insurance plan code file and extract 
only those managed care plan charges 
that are eligible for carve out payments.

3. Calculate a lost reimbursement using 
the carve-out percentage charge.

When you have determined how much 
revenue was potentially lost from these 
three departments, talk with the billing 
department management to decide which 
results warrant re-billing to payers.

Summary

The charge capture processes can be 
complex and prone to errors, especially 
in high volume areas and in departments 
that have intricate charging rules, such as 
the three departments we have discussed. 
As a result, ancillary staff and systems will 
fail to charge for services, medications, and 
supplies accurately, leaving reimbursable 
dollars on the table. Including charge 
capture audits in your annual audit plan 
is an excellent way to provide value-
added service to your organization. While 
you can perform these audits manually, 
leveraging your resources by applying 
computer assisted audit techniques is more 
efficient. This assures all patient service 
encounters are reviewed for accuracy and 
a better controls environment is designed 
as a result. NP
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