
W
hen you make a store purchase, the clerk

hands you a receipt with your change and

you make a quick mental calculation. On

payday, you check your pay stub. When

your credit card bill arrives, you scan the purchases.

Through your actions, in these daily life events, you are

employing one of the oldest known internal controls—the

detective control. By using this control, you are performing

a very simple audit—determining that there are no

irregularities.

The American Medical Association estimates that the

average percentage of claims processing errors among

commercial payers in 2011 was 19.3% (from Kareo.com,

blog accessed 3/26/2012). The AMA further estimates that

eliminating all health insurer claim errors could save the

industry collectively about $17 billion. Each year, the AMA

publishes a National Health Insurance Report Card.1

The average match rate for all payers for 2013 is 94.91%.

This means of 100 claims paid, five were paid incorrectly.

Underpaid claims mean your practice missed the revenue

it was due. Overpayments mean your practice has incurred

a liability because it is keeping monies to which it is not

entitled. Detective controls work when you can see the

transaction details, and this is where PPRS enters the picture.

Post-Payment Review Systems are critical to ensure

your practice is paid correctly for services provided. In

this economy, every dollar counts; claims errors are a

revenue hole that needs to be sealed, and it can be done

inexpensively. If your practice does not have a PPRS in place,

it’s time to make that recommendation.

A PPRS functions in a relatively straightforward manner. Just

identify the amount your practice is contractually entitled

1  For the Report Card results on accuracy, visit www.ama-assn.org/ama/pub/

advocacy/topics/administrative-simplification-initiatives/national-health-

insurer-report-card.page
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to be paid per CPT (or DRG, HCPCS, etc.). Then, when the 

payment data comes in, reconcile it.

Most up-to-date billing systems will offer PPRS reconciliation 

internally within their software. They utilize uploaded 

Physician Fee Schedules (PFS) so that the billing software 

can see what you are supposed to be paid against what you 

were paid per the payment data. It is vital that your billing 

software has the most up-to-date, correct and complete fee 

schedules loaded.

For smaller medical practices, Excel can become your PPRS. 

Obviously, Excel will not provide real-time reconciliation, 

but will serve to address your material risk (i.e. identification 

of under- and overpayments). Every organization has the 

ability to build and maintain an effective PPRS. Doing so will 

add value for your organization.

How to audit a PPRS

Auditing a PPRS is relatively simple. You can think about your 

audit and the necessary documents as follows:

1. Your organization signs a contract with a payer. The 

contract states: The FY2013 Physician Fee Schedule 

will be used. (i.e. CPT 99213 is paid at $100.00—ignore 

contractuals for now).

2. Your billing system fee tables contain the PFS data. You 

need to confirm that the $100.00 fee for CPT 99213 was 

uploaded correctly.

This is a very important test because some payers 

stipulate in their contracts that they will pay either the 

allowed amount or the lesser charge. So, for example, it 

is 2013, and the 2012 fee schedule is still in your billing 

Exhibit 1 – Documents needed to perform audit test work

Document name Source Reason

Physician Fee Schedule (PFS) 

per the contract

Contract Management 

Department

This will be the “rule” to measure all the other data against.

PPRS PFS data 

(along with a variance 

report)

Directly from the PPRS 

application

This will be the “rule” the PPRS application is using to measure against 

adjudicated financial data.

The variance report will show whether your findings were also the 

PPRS findings as well (i.e., is my PPRS working?).

Claim Data 

(837/835)

Directly from your billing 

application

This is what you will be testing to measure the effectiveness of the PPRS.

837 – Did my charge load correctly on the claim?

835 – Did the payer pay correctly?

Banking Information Directly from the bank Be thorough! Payers can say they paid $x. Confirm money is in the 

bank. Cash talks!

(Try to avoid EOB’s with a take back. You won’t see the respective 

deposit amount. The same goes with an inclusive insurance instance.)
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system. When CPT 99213 is charged at $90 (which is the 

outdated 2012 rate), generally, you will be reimbursed 

the $90 and the $10 variance will not be detected by 

the PPRS system. The lost revenue will only be detected 

through an audit.

3. Charges are entered, the CMS-1500 is completed, and the 

claim goes out to Payer A in 837 format (i.e., Here is our 

charge for $100.00).

4. Payment notification is received from the payer in 835 

format (i.e., for clean claims, Payer A – We are paying $x). 

It is important to check the time delay between step #3 

and #4 to ensure payers are abiding by the state Prompt 

Payment Laws. More discussion on this is below.

5. Review bank deposit (Payer A claims to have paid $x. 

Let’s verify $x has been direct deposited to the bank).

By walking through this scenario, with the alignment of all 

the documents, you will be able to attest to the performance 

of your PPRS. For any identified variances, you will need to 

start at the contract to see what should have happened, and 

then follow each step to determine what did happen.

Sample selection

Sample selection has always been a science. You can use 

judgmental and random sample selections in these PPRS 

audits. Sample selection criteria could have multiple 

variables:

1. Most common CPTs billed by payer (sample selection 

test work results usually have a higher extrapolated value 

compared to the other selection methods if you identify 

a finding)

2. Most common CPTs for an underpayment/overpayment 

by payer

3. Highest charged CPTs by payer

Say your practice billed CPT 99213 12,000 times in 2013 for 

Payer A. You pulled 30 adjudicated clean claims (with DOS in 

2013) with a charge for CPT 99213. You identified 15 of them 

having an underpayment of 5%.

You can now extrapolate that 6,000 of the original 12,000 

CPT 99213 line-item reimbursements were underpaid by 5%. 

To figure the amount of missed revenue, multiply 6,000 by 

5% of the appropriate charge.

The above scenario is a mix between judgmental sampling 

and random. We judgmentally selected all 99213 CPTs; 

however, within that new population we randomly selected 

30 claims. Extrapolated results will only apply to that new 

population.

For smaller medical practices, 
Excel can become your PPRS.

You cannot make a definitive conclusion of the actual 

amount lost from just a sample. So, when doing random 

sampling, it is important to input confidence interval and 

margin of error into your extrapolated results to show how 

samples are not an exact reflection of populations, but 

rather an estimate. The strength of the estimate is specified 

by using these two elements:

 • Confidence Interval: 95%

 • Margin of error: 2.5%

Now you can report the results by saying that, 95 times 

out of 100, the results will be within 2.5% of the original 

extrapolated result. If you identified $100,000 in missed 

revenue per the extrapolated result, and if the audit test 

work was done 100 times, then in 95 of those instances, 

the actual missed revenue would fall between $97,500 and 

$102,500.

Auditing a PPRS is relatively 
simple.

For audits of medical practices without the PPRS embedded 

in the billing applications, you can still recommend that 

they perform mini-audits on a monthly basis. This ensures 

the practice has some assurance they are being paid the 

contracted rate. These mini-audits can be easily done 

using Excel, if you have all the documents in Exhibit 1. Even 

practices with a PPRS should perform internal mini-audits to 

attest that it is performing correctly.

PPRS’s are critical to ensure your practice is paid correctly for services provided.
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Don’t forget internal controls

When performing your audit work, always ensure the following 

internal controls are in place and functioning as intended:

1. An accountable PPRS process owner has been assigned 

responsibility.

2. Routine maintenance of the application, upkeep and 

change controls are performed and documented.

3. There is periodic testing of the PFS uploads to the 

application and its output.

4. Monitoring (i.e., mini-audits) are performed regularly to 

ensure the reconciliation is working smoothly.

5. Vendor updates are applied routinely.

6. Ongoing communication with the vendor is occurring 

routinely.

How to deal with payment problems

For overpayments, you should ensure that Medicare, 

Medicaid and other payers’ current overpayment 

requirements are on file and their required timeframes are 

adhered to by the process owner. A failure here can result in 

regulatory compliance concerns and possible liabilities for 

the medical practice.

For underpayments, your audit program should include 

testing to confirm payers are being notified promptly 

and that timely corrections are being made. Your audit 

work should also strive to identify the root cause(s) 

for underpayments and ensure resolutions are being 

implemented and monitored until the problem(s) are shown 

to have been resolved.

Some payers stipulate in their 
contracts that they will pay 
either the allowed amount or 
the lesser charge.

Lastly, your state regulations dictate the payment period 

payers have to process and pay a clean claim. For added 

value to your audit work, conduct tests to ensure the payers 

are paying these claims per the regulations.

Conclusion

PPRS audits should always be a staple in your Master Audit 

Plan. They are quick, easy to do and offer material attestation 

to your organization that it is being paid correctly for the 

provider’s work. NP

PPRS audits should always be a staple in your Master Audit Plan.

If you don’t read the newspaper you are uninformed; if you do read the newspaper you are misinformed. 

 ~ Mark Twain
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