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Mental Health Audits:  
Ten Tips to Cleaner Claims
By Michael Strong, MS, MBA, CPC, CEMC and Lisa Foster, RN, CRN-C, CPC

Changes are underway

Insurance fraud investigators have 
overlooked the mental health billing arena. 
Not so now. Where once, mental health 
billing complexities caused auditors to 
shy away from the intricacies associated 
with documentation, coding guidelines, 
regulations, and Health Insurance 
Portability and Accountability Act (HIPAA), 
they are being addressed now. Insurance 
fraud investigators, Recovery Audit 
Contractors (RACs), as well as clinicians 
themselves, are looking into mental health 
billing for over- and under-billings. 

Mental health clinicians should anticipate 
being the subject of audits or needing to 
refund an overpayment. Organizations 
can reduce this risk by increasing 
documentation and coding knowledge 
as well as initiating on-going training 
and compliance efforts. Through these 
actions, incidences of underpayments 
for services rendered can also shrink. 
Let’s look at three case studies that typify 
documentation and coding issues in the 
mental health billing compliance arena

Case Study 1

An insurance company began a pattern 
analysis of a doctor’s billings for high-
level psychotherapy. The frequency of 

this code’s use, along with the doctor’s 
specialty, resulted in a decision to perform 
a full documentation audit.

The medical records documents showed 
that for each patient encounter, the doctor 
included the patient’s name, date of 
service (DOS), clinician signature, and 
a statement indicating the patient was 
stable and should continue the prescribed 
medication. The doctor only billed high-
level, high-reimbursement, mental health 
codes, but the documentation supported 
only low-level, lower-rate reimbursement 
codes. The difference between the high-
level code and the documented low-level 
code was the identified overpayment for 
each submitted claim. 

To receive reimbursement for the higher-
level code, the doctor needed to indicate 
time spent with the patient; support 
for psychotherapy services; and mental 
health evaluation and management 
services (E&M). Because documentation 
did not include this information, only 
pharmacological management, one of the 
lowest-level codes in mental health was 
supportable. The statistically valid audit 
sample was extrapolated against all claims 
submitted by this doctor. Since no other 
supporting documentation was available, 
the doctor received an overpayment 
demand letter for more than $100,000. 

Case Study 2

An insurance company received an 
anonymous complaint that a doctor billed 
services that a patient did not receive. The 
doctor’s claim history file was reviewed 
which failed to show unusual billing. 
Fraud investigators requested a medical 
records sample for audit purposes.

The doctor submitted the requested 
records, that included the patient’s name, 
DOS, clinician signature, a summary 
of the psychotherapy notes, and a brief 
description of the medication issued to 
the patient. This level of documentation 
existed only for specific dates. For other 
billed dates the medical records contained 
one line stating the patient was seen 
on a particular day. There was no other 
documentation supporting what the 
doctor did or what services the patient 
received on those dates.

Since this documentation did not 
accurately reflect the services rendered, 
the doctor was only able to receive credit 
for dates of service where there was 
sufficient documentation to support the 
billed services. The insurance company 
extrapolated the audit sample results 
against all claims submitted over a five 
year period for this doctor. This resulted 
in an audit report accompanied by an 
overpayment bill approaching $200,000. 

Case Study 3

An ambulance responded to a 911 call for 
a combative patient with an unknown 
mental health disorder. The ambulance 
transported the individual to a local 
hospital that has a Psychiatric Emergency 
Screening Services (PESS) unit. An on-call 
psychiatrist was unable to come to the 
hospital to evaluate the patient, but agreed 
to perform a mental status evaluation via 
a video conference system, enabling the 
patient and doctor to communicate with 

Executive Summary

Insurance carriers are increasing the number of provider audits to reduce 
unwarranted overpayments. As a result, mental health clinicians are at risk that 
these audits can result in insurance carriers requesting refunds. These same audits 
could also be the grounds for charges of fraud and abuse. Having to refund 
overpayments can affect cash flow negatively and may even result in unfavorable 
publicity for providers and their organizations. Using case studies as examples, the 
authors provide readers with the basis of a strong, compliant foundation to help 
protect their organizations, as well as giving a basic understanding of required 
mental health record documentation and coding. By applying information from 
this article, compliance professionals and internal auditors will have the necessary 
information to develop effective internal audits in the mental health arena. 
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each other using a video monitor. The 
doctor billed for a psychiatric consultation 
and initial diagnostic evaluation. The 
medical record documentation did not 
support the claim. The documentation 
did show and supported that a crisis 
unit social worker evaluated the patient, 
(but the doctor had approved the 
commitment of the patient). The doctor 
did not provide any documentation to 
indicate he saw or treated the patient. The 
documentation only indicated that he 
agreed with the social worker’s opinion 
and approved the commitment. Because 

the patient’s condition did require 
inpatient hospitalization, the hospital was 
not denied payment. The social worker 
also received payment for her adequate 
documentation, but the doctor did not 
receive payment for his unsupported 
services.

Analysis of the Case Studies

Each of these three case studies 
demonstrate different types of 
documentation errors that will trigger 
an audit and may result in unfavorable 
audit findings. There are additional 
case studies worth discussing, but these 
examples represent the commonly found 
documentation and coding errors in 
mental health audits. 

Performing regular internal audits, 
hiring medical coders with job-related 
experience, and establishing a compliance 
program that requires continued clinician 
training helps ensure proper coding 
occurs and documentation standards are 
adhered to. 

Not all facilities and medical practices 
have certified coders with mental health 
specializations on staff. As a result, 
clinicians who are not familiar with 
regulations and billing requirements or 
billers who are inexperienced may select 
an incorrect billing code. These errors 
can cause investigations that may result 
in the need for the clinician to reimburse 
incorrectly paid claims or in possible 
allegations of fraud and abuse. 

Now that auditors for insurance 
companies and regulators are zeroing 
in on these issues, organizations need to 
mitigate the inherent billing risks.

Dealing with Records Requests

Insurance and regulatory auditors often 
request medical records in order to 
conduct billing practice audits with a 
focus on documentation issues. When 
these record requests are received, you 
should examine the request carefully to 
identify the issue under audit. If you can 
determine what the audit focus is then 
conduct your own audit of the records. 

Make certain the requested records are 
complete and expand your review to 
verify the accuracy and completeness of 
similar prior claim filings. If your review 
reveals inconsistencies, then you may 
find it wise to implement a proactive 
corrective action plan. This can include 
staff compliance training, documentation 
classes, coding classes, record keeping 
classes, and recurring internal audits. 

If your review identified overpayments, 
you will want to refund these monies 
to the payor as quickly as possible. 
Additionally, if you have not already done 
so, implement policies and procedures 
that will direct the course of action for 
future potential deficiencies. By refunding 
identified overpayments before receiving 
a refund request, an organization can 
demonstrate there was no intent to 
defraud, and that quick actions ensure 
correct coding and compliant billing 
going forward. 

When responding to the records request, 
be sure there is a process to guarantee 
all information asked for is sent to 
the requesting auditor. Keep a copy 
of everything sent, in case a question 
regarding the submitted documentation 
arises later. 

Since these requests can be for any reason 
and may occur at any time, all existing 
and new patients should be given a 
release form to sign, advising them their 
records may be released for billing-related 
purposes.

Although the Code of Federal Regulations 
(CFR) and HIPAA permit access 
to medical records for purposes of 
payments, provider organizations should 
use an authorization release form. You 
should confer with legal counsel to be 
sure this form is acceptable for the release 
of the psychotherapy notes. Patient 
releases and all requests (including 
the reason for the request) should be 
maintained in the medical record to 
document requests and the information 
accessed. It is important to note that 
unauthorized access of patient medical 
records and release of medical records 
could violate HIPAA. Penalties can vary 
from a monetary fine of $100 to $250,000 
plus a maximum of 10 years in prison. 
The penalty will vary based upon the 
severity of the violation and the intent of 
the person who violated HIPAA. 

Extracted Information

In order to protect the contents of the 
discussions between the clinicians and 
the patients, clinicians may decide to 
extract the information. This means 
that there would be two records for the 
psychotherapy notes. The first record 
would be the complete documentation of 
the discussion between the clinician and 
the patient. The second, a summary, would 
simply provide a general overview of 
what the clinician and patient discussed. 
For example, a summary note might 
state that the patient and clinician spoke 

Common Documentation Errors 
Resulting in Overpayments
• Time—not documented.

• Evaluation and Management 
(E&M) service—not documented.

• Psychotherapy service/
discussion—not documented.

• Reporting non-face-to-face services 
as face-to-face services.

• Psychotherapy services with E&M 
services billed by a therapist, 
social worker, or other clinician 
not authorized to prescribe 
medication.

• Billing group therapy sessions as 
individual therapy sessions.

Use Templates to Eliminate 
Documentation Errors
• The template should include:

• A section for the time 

• The name of the doctor 

• A summary of the discussion 
between the patient and the 
clinician

• Any medication

• Any mental status exam

• A history of the present illness

• Medical decision making 

• Any tests or procedures ordered 
for the patient

• Prognosis

• Expected course of treatment

• Date of service

• Name of the patient 

• Space for the clinician’s signature 
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about the ongoing relationship problems 
affecting the patient’s ability to socialize 
more openly with others. This has caused 
the patient to see the clinician for ongoing 
depression. In other words, the summary 
would be similar to a history of the present 
illness at the current time. 

A summary of the psychotherapy note 
can be used to support the billed charges 
and/or medical necessity. However, the 
medical record should be complete to 
support other services rendered, if billed. 
A summary note would only support 
the psychotherapy session that occurred. 
Additional documentation would be 
necessary to determine the length of 
the session and any other services the 
clinician provided, such as medication 
management. The clinician should 
release the summary note to the payor 

auditors rather than the more detailed 
psychotherapy notes. 

How You Can Help

Given these documentation issues 
needed to support claims, what can you 
do to protect your organization against 
unfavorable audit outcomes? And what 
can you do to ensure mental health 
services are consistent with coding and 
documentation guidelines?

If they are not being used, you should 
encourage the use of documentation 
templates. In addition, make sure 
templates reflect the needed details. You 
should then conduct routinely scheduled 
audits to confirm that clinicians are using 
and completing the templates correctly to 
support the billed services.

Ten Keys to Compliant Claims

• Who is performing the services?

Medical Evaluation and Management 
services are restricted to physicians, 
or approved Non-Physician 
Practitioners (NPPs). Generally, 
psychologists, therapists, and social 
workers cannot bill medical E&M 
services and are restricted to the 
appropriate psychotherapy codes 
only. Some states, however, do 
permit these individuals to prescribe 
medication provided they have the 
appropriate training and background. 
(See Medicare Claims Processing 
Manual Guidelines, Chapter 12, § 
190.5). Clinical psychologists and 
clinical social workers are eligible 
to bill cognitive function testing, 
group or individual psychotherapy 
without evaluation and management 
services, and health and behavioral 
assessment/intervention. 

• If the clinician can perform an E&M 
service level, does the documentation 
support the E&M service, or a 
psychotherapy session with E&M 
services?

To support the E&M service code, 
there should be a documented 
history of the patient’s condition, 
including chief complaint, present 
illness history, a review of systems, 
and a past medical, family, and/or 
social history if appropriate, medical 
and/or psychiatric examination, and 
medical decision-making. Assuming 
this is documented, the clinician can 
bill either the E&M service (99201-
99499), or the appropriate psychiatry 
code to reflect both the E&M service 
and the psychotherapy services 
(90801-90899). As of today’s coding 
standards, the clinician cannot bill 
both an E&M service (99201-99499) 
and psychotherapy service with 
medical E&M (90804-90828) together, 
and should use only the most 
appropriate code. The correct code 
will be based upon the documented 
service and the clinician’s specialty. 
As such, the documentation should 
include the appropriate code from 
90801-90899 or from 99201-99499, 
but not a code from each of these 
two ranges. When billing the 
psychiatry code, the time must be 
documented for session start and 
end times, and the documentation 
must include a summary or 
supporting documentation to reflect 
psychotherapy services. 

The CFR defines psychotherapy notes as “notes recorded (in any medium) by a 
health professional documenting or analyzing the contents of conversation during 
a private counseling session or a group, a joint, or family counseling session and 
that are separated from the rest of the individual’s medical records” (45 CFR 
§164.501). 

Essential supporting documentation for mental health claims: 

• Medication prescription and monitoring

• Counseling start and stop times

• Results of clinical tests

• Modalities and frequencies of treatment furnished

• A summary of the following items:

 c Diagnosis

 c Functional status

 c Treatment plan

 c Symptoms

 c Prognosis, and

 c Progress to date

Medical records must include the following:

• Each page must contain legible documentation, including the patient 
information (name, age, or other identification factor).

• The record should be complete in order to support the diagnosis and procedure 
code billed.

• The record must provide a summary of the psychotherapy (as previously 
described), and how it is addressing/resolving the patient’s mental health, 
illness, or issues. 

• Group therapy sessions must indicate the names or number of other patients in 
the room, their participation, changes to the patient’s behavior/symptoms, and 
the clinician’s involvement. If this is a family session, indicate the relationship of 
the patient and relatives present.
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• Does the patient have a mental health 
illness diagnosis?

If the patient does not have a 
mental illness diagnosis, refer to the 
Health and Behavior Assessment/
Intervention codes or the E&M 
service codes, depending upon 
who performs the services. If a 
clinical psychologist or clinical 
social worker performs services for 
a patient without a mental health 
diagnosis, the psychologist or social 
worker should use Health and 
Behavior Assessment/Intervention 
codes (96150-96155). An MD, 
DO, or approved Non-Physician 
Practitioners (NPPs), should use the 
E&M service codes (99201-99499). 

• If the clinician performed an E&M 
service, what is the correct E&M 
service level?

Although the clinician can utilize the 
guidelines in the American Medical 
Association Current Procedural 
Terminology (CPT) manual for the 
current year, they should also utilize 
the 1995 and 1997 Evaluation and 
Management Service Documentation 
Guidelines available through the 
Centers for Medicare and Medicaid 

Services. Although it is permissible 
for approved clinicians to use both 
the 1995 and 1997 Guidelines, they 
might find the 1997 Guidelines 
more favorable for psychiatric 
examination based upon the types of 
questions and examination services a 
psychiatrist might render.

• When did the patient start seeing the 
clinician and when did the session 
end?

Most psychiatry codes are time-
based. Insurance auditors will 
down-code or deny claims if the 
documentation does not include the 
total time of services. Clinicians can 
also use the time to support their 
E&M services if, and only if, more 
than 50% of that documented time 
was for counseling, or coordination 
of care. 

• Whom did the clinician see? 

If the clinician saw/treated/
examined more than one person 
during the documented time, it is 
important to note if the services 
were group therapy or family 
therapy. If a parent, relative, spouse, 
sibling, or other family member is 

included in a patient’s session or for 
treatment services, the clinician is 
performing family psychotherapy, 
and not individual psychotherapy 
on each person. When the clinician 
is performing psychotherapy for 
a group, such as a meeting for 
recovering alcoholics, gamblers, 
etc., the clinician is performing 
group psychotherapy, and not 
individual psychotherapy. All 
individuals in the group must be 
present and active participants in the 
treatment. The therapist/clinician 
must also be an active participant. 
Family psychotherapy and group 
psychotherapy are not time-based 
codes, but carriers may desire time 
in the documentation to demonstrate 
and support the services. Each person 
treated in the group session should 
be billed with the same code to 
reflect the family or group therapy 
session. The clinician should not 
bill each person with individual 
psychotherapy codes or a mixture 
of group/family and individual 
psychotherapy codes.

• What was the modality of the 
service? (e.g., telephone call, video 
conference, or face-to-face?)

Both psychotherapy and E&M 
service codes are for face-to-face 
services. The clinician and the 
patient must be physically in the 
same room to report these services. 
If the clinician is using a telephone, 
video conference, or other electronic 
service device to conduct the session, 
the clinician must bill the appropriate 
non-face-to-face physician service 
codes (99441-99444). Check with your 
local carriers and state regulations 
pertaining to telemedicine services, 
as they might not be a covered 
benefit. Per Medicare Claims 
Processing Manual Chapter 12 
Section 190.4: “for Medicare payment 
to occur, interactive audio and 
video telecommunications must 
be used” for tele-health services. 
Effective January 1, 2010 Medicare 
lists office visits or other outpatient 
visits (CPT 99201-99215); individual 
psychotherapy (CPT 90804-90809); 
pharmacological management 
(CPT 90862); psychiatric diagnostic 
interview examination (CPT 90801); 
and individual health and behavior 
assessment and intervention (CPT 
96150-96152) as tele-health services 
(Medicare Claims Processing Manual 
Chapter 12 Section 190.3).
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• Where did the services occur?

There are psychotherapy codes for 
office or other outpatient facilities, 
inpatient hospitals, partial hospital or 
residential care facilities. 

• Was there a referral?

Many payers require that patients 
receive referrals from their primary 
physician to specialists, or for mental 
health treatments. Check with your 
payers to see if you need a referral 
and/or authorization to render 
services. 

• Was the service a consultation or 
hospital service?

 c Beginning January 1, 2010 
Medicare no longer reimburses 
for consultation services. 
Medicare requires clinicians to 
use the appropriate office or 
outpatient E&M service codes 
(CPT 99201-99215), or inpatient 
admission E&M services (CPT 
99221-99223), when billing for 
consultation services. Since the 
American Medical Association 
has not removed consultations 
from the CPT Manual, commercial 
carriers may or may not be 
following Medicare’s policy for 
consultation services. Check with 
your local carriers regarding 
their reimbursement policies for 
consultations.

 c Consultations (99241-99255) do 
not involve psychiatric treatment. 
As such, clinicians may bill 
the psychiatric treatment in 
addition to the consultation code 
(except for the 2010 Medicare 
change noted above). For 
hospital services, the hospital 
services may be reported 
separately from the psychiatry 

procedures rendered, such as 
electroconvulsive therapy. 

Use of Advanced Beneficiary Notice 
(ABN) and Frequency ABN’s 

Clinicians and mental health facilities 
must also take into account the patient’s 
coverage and eligibility for mental 
health services. Most insurance carriers 
authorize coverage for a limited number 
of psychotherapy services in a given year. 

Mental health treatment can be long and 
require years of service without a cure. 
This causes some carriers to limit the 
amount of covered services. To ensure 
patients continue to receive their care and 
provide reimbursement for these services, 
patients should sign an appropriate 
Advanced Beneficiary Notice (ABN). A 
copy of the ABN should be in the patient’s 
record, detailing what services might or 
might not be covered and the expected 
costs for these services.

If a patient reaches their maximum 
number of authorized visits during the 
calendar year, clinicians can use the ABN 
as the basis to request payment from 
the patient for services the insurance 
company will not cover. A frequency 
ABN is less restrictive, but patients can 
still be responsible for the services if they 
authorize the clinician or facility to render 
the care. 

The ABN has three options: 

• Option one requests that the clinician 
or healthcare facility submit the 
claim to the insurance carrier for 
consideration of payment. The 
patient has the right to appeal the 
decision, but the patient may be 
billed for denied services. 

• In option two, the patient requests 
the treatment and agrees to be 

responsible for payment. The patient, 
clinician, and healthcare facility do 
not submit a claim to the insurance, 
and the patient has no appeal rights. 

• The third option is the patient’s refusal 
to receive the services; the clinician 
and facility cannot bill the patient. 

The patient should have the right to decide 
whether or not to continue services and/
or be financially responsible for those 
services. In the event of an audit, a valid 
and signed ABN will protect the clinician 
and facility from potential contract 
violations or accusations of billing both 
the insurance company and the patient 
for the same service (double billing). The 
ABN informs the patient by giving them 
full, detailed knowledge of the anticipated 
costs, and the services the clinician believes 
to be medically necessary. 

Conclusion

The three case studies above reflect the 
basis of most documentation and billing 
issues associated with mental health 
billing. To help ensure compliant billing: 

1. Establish effective billing processes.

2. Employ certified coders with mental 
health coding expertise.

3. Implement an effective internal 
auditing process. 

Measures such as these are much less 
expensive than your facility incurring the 
costs of billing errors, fines, and adverse 
publicity. NP
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