
S
ince the inception of the Balanced Budget Act of 
1997 (effective January 1, 1998), Medicare has 
removed many restrictions and now allows 
direct reimbursement for certain Non-Physician 

Practitioners (NPPs)1. With Nurse Practitioners (NPs) 
recognized as billing providers, we will highlight the role 
of NPs employed by the facility and providing services in a 
hospital location.

While this article is limited to the specifics of the NP, many 
of the basic documentation and charge capture concepts 
discussed may be applied to other NPPs. Laws pertaining 
to scope of practice for NPPs do, however, vary by state, 
and should be researched prior to application. Whether the 
practitioner is a physician or NP, the entity receiving the 
reimbursement must be the same one that bore the cost 
for the practitioner who provided care.

As an overview, it is important to note that NPs may work in 
any specialty as long as they have obtained proper training 
and have a collaborating agreement with a physician who is 
a party to the physician group.

Collaboration is termed as a relationship process by 
which an NP works with one or more physicians to deliver 
healthcare services under the appropriate level of medical 
direction and supervision required by state laws and 
licensure regulations where services are furnished. In the 
absence of governing state law, the collaboration is to be 
evidenced by the NP’s scope of practice documentation 
that indicates the relationships that they have with the 
physician(s).

Additionally, services NPs provide must be within a 
demonstrated expertise and/or board certification of the 

1  Medicare Manual 100-02, Chapter 15, Section 200 Nurse Practitioner (NP) 
Services
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supervising individual physician or group.2 In a facility 
environment, NPs may:

 • Work in outpatient hospital clinics or inpatient areas 
without physician supervision

 • Work together with physicians as a joint healthcare team 
providing care in tandem.

The NP’s scope of practice, duties and authority is further 
defined within the collaborative agreement.

Under what circumstances can an NP provide care?
An NP may provide care at the direction of or under the 
direct or general supervision of a physician when caring for 
observation patients, those receiving ambulatory care, clinic 
services or inpatients of the hospital. Throughout the course 
of patient care, physicians must initiate the overall treatment 
plan. Once established, NPs may assist the physician in 
carrying out the treatment plan and assist in working toward 
established goals.

Services provided by the NP can be billed directly by the NP 
to Medicare Part B. Or they can be billed as a split/shared 
service when care is provided in combination with the 
physician and proper documentation is present and includes 
each provider’s statement of the portion of the service 
they personally rendered.3 Common scenarios, appropriate 
documentation and billing to Medicare Part B in hospital 
inpatient and outpatient settings when these practitioners 
are working together are discussed here.

In general, reimbursement for services furnished by an 
NP directly, without the personal involvement of the 
supervising physician, is done at a reduced rate. When 
a physician “shares” the visit with an NP, a higher rate of 

2  42 CFR 410.75 Nurse Practitioner Services
3  ibid

reimbursement is sought (the full Medicare physician 
fee schedule amount). However, in either scenario, it is 
important to remember that any provider requesting 
reimbursement from a third party is doing so to recover 
the costs incurred and restitution for their expense to 
provide care.

How does Medicare reimburse costs of an NP?
A concept introduced and followed by Medicare is the 
“incident to” provision. This concept allows an NP to be 
reimbursed at 100% of the physician fee schedule as long as 
the NP is working under the supervision of a physician and 
within certain additional guidelines and limitations.

However, this concept does not apply in a facility 
(hospital inpatient or outpatient) location. Therefore, 
when an NP provides services to a patient in a facility 
setting, their professional services can only be reimbursed 
in one of two ways:

 • While practicing in collaboration with a physician, but 
not directly supervised for the service rendered, the 
claim is filed under the NP’s name and number where 
reimbursement is 85% of the Physician Fee Schedule 
(PFS)

 • As a qualified split/shared service visit where both the 
NP and supervising physician were involved in rendering 
the services and documentation of such is present. In 
this case, the claim can then be filed under the NP’s 
name and number where reimbursement is 85% of the 
PFS or with the physician’s name and number where 
reimbursement is 100% of the PFS.

So what’s the risk?
This sounds simple enough, right? However, when the 
hospital bears the cost to employ, insure and pay the NP, while 
the physician or group working with the NP bears none of the 
cost, then only the employing entity may recover those costs 
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and receive the reimbursement. When billing for services, 
this factor must be considered to assure the correct entity is 
receiving reimbursement for the NP resource.

For the physician to claim reimbursement for the NP 
assisting in providing the patient’s care, the Medicare Claims 
Processing Manual states that in order for the combined 
service to be reported, the physician and the qualified NPP 
must be in the same group practice or be employed by the 
same employer.4

Clinical practice focuses on the care of the patient, and 
rightly so. The reality is that care is often provided in 
collaboration with many qualified healthcare individuals. 
When physicians and NPs work as a team to provide 
comprehensive high-quality care to meet patient 
expectations, they often do not consider the professional 
overlap of their services and the compliance implications for 
billing and reimbursement of those services.

The unsupervised service visit and the split/shared service 
visit described above commonly occur in hospitals and 
outpatient clinics. The latter is reimbursed at the higher 
physician rate, so improper payment risk is present when 
the NP is not a physician or physician group employee. 
Consequently, both the NP and physician must consider 
their services independently and submit a claim 
representing only what was provided by them personally.

Where to begin
NPP utilization should be assessed as part of your 
organization’s ongoing internal audit and compliance 
annual risk assessment. A good starting point is to discuss 
NP utilization with credentialing and medical staff services 
personnel to determine your organization’s employment 
relationship with physicians and NPPs practicing within your 
facility locations. These individuals should be able to identify 
the areas and departments in the organization where 
facility-employed NPPs may be working collaboratively with 
nonemployed physicians.

4 Medicare Claims Processing Manual 100-04, Chapter 12, Section 30.6.1 (B), 
Section 30.6.12 (E.2)13 (H); and Section 30.6.13 (H)

Subsequent to these conversations and dependent on the 
results of your risk assessment, there may be a variety of 
options regarding focused NPP utilization reviews as part of 
the internal audit or compliance workplan(s).

Your organization may want to perform chart reviews as 
part of recurring claims testing that are part of the workplan. 
These audits inherently include reviews of physician and 
NPP documentation.

However, if your organization identifies a greater risk or 
large number of practicing NPPs, a dedicated review of NPP 
utilization within the organization may be warranted. A 
review like this may initially include an analysis of workflows 
and billing data in addition to the required documentation 
reviews. If dedicated reviews are to be done, you will need to 
allocate appropriate time and resources to properly budget 
the project into the workplan.

How do you identify risky documentation?
Whether performing dedicated reviews or recurring 
claims testing audits, evidence of noncompliance can be 
frequently identified in the patient’s medical record. Certain 
documentation behaviors among NPs and physicians are 
common.

Below are a few common examples that indicate 
questionable practices. These should be carefully 
investigated to assure the correct entity is seeking 
reimbursement for the professional services rendered.

 • A progress note is dictated by the NP and attested to by 
a physician, possibly appearing to have been scribed by 
the NP

 • A progress note authored by the NP with a physician 
notation of ”agreed” when no NP charge for the visit is 
found or billed by the hospital as the employer

 • Consultation or H&P notes indicating the NP provided 
one portion of the visit requirements while the remainder 
of the visit is noted to have been performed by the 
physician. Consequently, no note is found describing the 
personal performance of any service as authored by the 
consulting or admitting physician

 • Evidence of seemingly incomplete notes by NPs that 
include only health history inventory and physical 
examination of the patient without documentation 
of an assessment, impression/diagnosis and resulting 
treatment decisions

By reviewing data and documentation, inappropriate billing 
of professional services by hospital-employed NPs may be 

Whether the practitioner is 
a physician or NP, the entity 
receiving the reimbursement 
must be the same one that bore 
the cost for the practitioner 
who provided care.
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suspected. Consider the following data analysis examples 
when searching for inappropriate billing of rendered 
services:

 • The hospital has employed NPs, but there is no record of 
the NPs’ credentialed status with Medicare or Medicaid, 
or if credentialed, no billing of their services

 • Less than a reasonable rate for the time the NP is present 
within the hospital or clinic and seeing patients

 • High encounter utilization rates of a clinic or department 
where NPs are staffed, but there is little or no billing for 
their services compared to the amount of time allotted 
for patient care in the clinic

What to do with possible problems
When potential billing errors are suspected, the facility’s first 
step should be to verify whether the suspicions are founded. 
The best approach to accomplish this is by performing a 
review of Nurse Practitioner dictation, as noted above. The 
next step is establishing whether the services performed 
and documented by the Nurse Practitioner are billable 
services. A subsequent review of hospital billing records is 
recommended to determine whether the NP’s professional 
services were, in fact, billed by the hospital.

If billing records for the nurse practitioner were not 
billed or do not accurately reflect services provided, the 
hospital should ask the involved physician whether he 
or she billed for the services that were documented by 
the hospital-employed NP. If the physician did bill for the 
hospital employed NP’s services, further investigation and 
immediate corrective action should be taken to keep the 
error from reoccurring.

After a billing error has been discovered, the biggest 
challenge may be to change the culture of how patient care 
is provided in that hospital area or on the specific service. 
When a care team is accustomed to working together in a 
particular way, it may be difficult to alter their habits and 
change patient care workflow to remain compliant.

When the physician and NP are not employed by the same 
entity, they each may see, assess and treat patients in 
outpatient clinic or hospital settings. Their services, however, 
should not overlap since split/shared services cannot be 
billed for their combined efforts because they are not 
employed by the same organization.

To develop a clear understanding among all providers within 
the organization, it is imperative that a policy be developed. 
The policy should define each practitioner’s role and associated 
limitations when working together to provide patient care and 
bill for their services. This policy may begin with scheduling or 
planning a typical patient workflow structure.

Once the policy is created, the organization needs to provide 
staff training regarding the policy and implement changes 
as needed. As part of the change, regular monitoring should 
be performed to ensure continued compliance is achieved.

Conclusion
Physician and NP collaboration benefits patients. However, 
organizations must be mindful to ensure these individuals 
and others understand the Medicare billing rules related to 
rendering services to patients.

Don’t allow your organization to assume that billing is being 
done in a compliant manner. You must verify there is a clear 
policy governing the billing, and confirm that involved 
physicians and NPs understand that policy.

Because the application of the rules can get tricky in clinical 
practice, your annual risk assessment should include this 
billing activity. Because of the compliance risks involved, it 
is likely that your annual workplan will include audits of this 
area. Applying some of the information noted above will 
help to ensure that an appropriate audit is designed and 
performed for the benefit of your organization. NP

Physicians must initiate the overall treatment plan.

To develop a clear 
understanding among 
all providers within the 
organization, it is imperative 
that a policy be developed.

The true perfection of man lies not in what man has, but in what man is. 
~ Oscar Wilde
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