
T
here are many risks associated with modifiers 
because their use indicates a service or 
procedure has been performed and altered by 
a specific circumstance. For example, Modifier 

-25 appended to an E/M service identifies the service as 
significant and separately identifiable from a procedure or 
other service provided on the same date of service.

Another example is Modifier -59, which is used when a 
procedure or service is distinct or independent from another 
service performed on the same day. In both instances, 
if the modifiers are used incorrectly, the provider could 
inappropriately receive additional reimbursement.

The best way to identify if a physician has a potential 
modifier billing issue is to compare the physician’s utilization 
to the peer group. In Exhibit 1, we see the physician 
is consistent with modifier -25 peer group billing for 
established patient visits and slightly higher in the new 
patient category.

If a physician is significantly higher than the peer group, 
review a judgment sample of claims to better understand 
how they are being used. Modifier -25 and -59 are the top two 
modifiers agencies and contractors focus on, but depending 
on the specialty these other modifiers should be considered:

 • Modifier -24 – Unrelated E/M service by the same 
physician or other qualified health care professional 
during a postoperative period

 • Modifier -57 – Decision for surgery

 • Modifier -62 – Two surgeons

 • Modifier -80 – Assistant surgeon

 • Modifier -82 – Assistant surgeon (when qualified resident 
surgeon not available)

The specialty type will determine which modifiers to review.

Real-Time Monitors to Focus on Risks 
Identified by the Feds: Part 2
Learn the techniques that can keep you ahead of the curve
By Andrei M. Costantino, MHA, CFE, CHC, CPC, CPC-H, and Amy Gendron

CHE Trinity Health is comprised of 31 
Regional Health Ministries with 82 hospitals 
in 21 states and over 4,100 employed 
physicians. To meet the challenge of 
managing internal compliance auditing and 
monitoring functions with very few human 
resources, we mimicked sophisticated data 
mining techniques used by the government, 
developing our own real-time monitors and 
limiting our retrospective record reviews. 
The examples provided here use known 
statistical measures that are woven into the 
CMS Contractor’s operations, driving their 
efforts and ours.
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Exhibit 1 – XYZ physician practice coding analysis - internal medicine: general
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Modifier -25 use
Motivated by the governmental auditing and settlement 
activity, we developed a reporting method to monitor 
the use of modifier -25 on an almost real-time basis. We 
calculate modifier -25 rate of use. Each month all Medicare 
outpatients with CPTs of 99201 through 99215 are selected 
as the denominator for the equation. From that population, 
we use the number of CPT codes that have modifier -25 
appended as the numerator to develop a percentage.

For example, if 300 outpatient visits are reported with 99201 
– 99215 codes from January 1 through January 31, and 
75 of them have modifier -25 appended, the rate of use is 
25 percent. We trend usage for twelve months to develop 
a standard baseline measure for a particular entity. Each 
month thereafter the data is plotted against the previous 
twelve months to determine if there is any deviation from 
the normal rate-of-use baseline.

Where there are variances +/- 4 – 6 standard deviations, the 
compliance department alerts the facility to investigate the 
root cause. We have also compared particular entities to 
their peer Regional Health Ministries (RHMs), and state and 
national data using the national files, as shown in Exhibit 2.

Some reasons for spikes or dips in data have included the 
closure or addition of a service line or hiring of a new coder 
for the hospital. However, examining the spikes can lead to 
timely resolution of an error if an error has been the cause of 
the data aberrancy (see Exhibit 3).

Modifier -59 distinct procedural service
This modifier is used to clearly designate when distinct, 
independent and separate multiple procedures are 
provided. The procedure must not be a component of 
another procedure.

The risks associated with the use 
of modifier -59 are the same as for 
modifier -25; however, modifier 
-59 is not limited to a specific code 
set. So to track the use of modifier 
-59, we must carefully define the 
data set. The dataset is limited 
to surgical and procedural codes 
affected by NCCI edits, which 
includes mainly HCPCS level I (CPT-
4) codes from 10000 – 97605 and a 
few HCPCS Level II codes. The data 
set does not include E/M services 
drug or supply codes, which can 
dilute the denominator. The rate 
of use of modifier -59 is calculated 
from this data set.

The report generates a monthly 
trending using standard deviations 
discussed above. However, it has 
added features, including patient 
type, to track departments where 
modifier assignment may be more 
prevalent. The report also contains 
a section listing the top 10 HCPCS 
codes reported with modifier -59 
appended. There are certain services 
you might expect to see on the top 
10 list, such as injection and infusion 
services; others, such as fluoroscopy, 
you would not expect to see.

When this report is first generated 
for a facility, our recommendation 
is to perform a baseline assessment 

Exhibit 2 – Hospital modifier -25 peer comparison

Exhibit 3 – Modifier -25 standard deviation
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to ensure modifier -59 is being used appropriately for each 
code on the top 10 list. The first data set should include the 
entire preceding 12 months. The information from the report is 
analyzed and any corrective actions made and education given 
where necessary. When a comfort level from corrective actions 
is reached, you can begin trending forward on a monthly basis.

Reimbursement greater than charges/excessive 
reimbursement
For several years, the OIG has been targeting excessive 
payments to hospitals. Based on audit criteria published in OIG 
hospital compliance reports, we replicated their data mining 
activities to stave off potential investigations at our RHMs. 
Charging and reimbursement data is entered to a database 
to allow development of customized reports. From this data 
warehouse, each month, we query Medicare and Medicaid 
payments greater than $150,000 for inpatients and $25,000 for 
outpatients. We also query all outpatient payments that are 
greater than total charges reported. See Exhibit 4.

In 2012, CMS instituted an edit within the OCE that 
Returns Claims to the Provider (RTPs) when the outpatient 
reimbursement is greater than charges, as urged by the 
OIG in their reports. When claims have an RTP status, the 
provider must manually indicate to CMS they have reviewed 
the claim to explain the reason why, or correct any possible 
errors that exist, before the claim is paid.

The monthly report is generated seamlessly on the 15th, 
along with patient and account information. It is emailed to 
compliance officers and revenue liaisons within the Regional 
Health Ministries to investigate each account. Each account 
is reviewed for accuracy of charges and appropriate units 
of service and compared to documentation in the patient 
health record. If errors are discovered, the corrected claim 
can be submitted in a timely fashion.

Short inpatient stays
Exhibit 5 shows another use of data. The reports are a top 
10 sort and select surgical Medicare Severity – Diagnosis 

Related Groups (MS-DRGs). The reports compile all Medicare 
discharges for the month that have a single Complication 
or Comorbid Condition (CC) or Major Comorbid Condition 
(MCC), which directly contribute to a higher weighted MS-
DRG. Within the MS-DRG system, there are payment tiers 
based upon the presence of a CC or an MCC.

For example, there are three separate payment levels 
for heart failure and shock. For heart failure and shock, 
(without CC or MCC), Medicare’s national average payment 
is $3,610. For heart failure and shock with CC, the average 
payment is $5,366 and with MCC, reimbursement jumps to 
$8,116.

If only one CC or MCC is listed on the claim, the 
documentation supporting the condition and its treatment 
must be consistently present and fully support the assigned 
diagnosis codes. Otherwise, the higher payment is at risk 
should the claim be audited by a third party.

The report pulls the 10 highest paying DRGs with CC/MCCs 
for patients discharged to home, without any follow-up care, 
after being hospitalized for four days or less. We identify the 
percentage of the total DRG population that have less than 
a four-day stay, and then stratify the results by zero-, one-, 
two-, three- and four-day lengths of stay.

If more than 25 percent of discharges fall within the zero- 
to two-day range, the facility is asked to review the cases 
for accuracy. We also compare the results of a single facility 
to that of combined CHE Trinity RHMs to determine if a 
particular hospital is a short-stay outlier compared to our 
other facilities.

Our approach for monitoring the 10 MS-DRGs differs 
slightly from that used by the OIG, MACs and RACs. Their 
focus is typically on the medical necessity for the inpatient 
stay. We assess the validity of the DRG assignment 
and documentation of the CC or MCC and discharge 
disposition. If medical necessity of the patient’s level 

Exhibit 4 – Inpatient or outpatient reimbursement greater than charges or excessive reimbursement

Patient DRG/APC Description LOS Total charges Payment Variance

IP 375 DIGESTIVE MALIGNANCY W 
CC

7 $20,573.64 ($36,919.88) ($16,346.24)

IP 872 SEPTIC/SEV SEPSIS WO MC 
96+ HRS

1 $2,725.47 ($5,446.27) ($2,720.80)

IP 516 OTH MSSKL SYS & CONN TISS 
OR PX W/ CC

5 $702,326.60 ($182,904.83) ($519,421.77)

OP 108 INS COCHLEAR DEVICE 0 $175,892.00 ($32,476.25) ($143,415.75)

OP 605 OFC VISIT EST PAT 0 $60.00 ($73.68) ($13.68)
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of care is questioned at the time of DRG validation, the 
facilities are asked to share those cases for internal peer 
review.

We only monitor for medical necessity for specific short-
stay surgical MS-DRGs targeted by the OIG, such as cardiac 
stent insertions, pacemakers or certain spinal procedures. 
Investigations are recommended at the local level if there 
are any increases in the inpatient level-of-care setting where 
the procedures are being performed. The target risk areas 
can become apparent with the stratification in the zero- to 
four-day segregations.

Physician benchmarking and data analysis
To learn where potential coding and billing problems may 
exist, we developed a physician data snapshot. Using the 
purchased data sets in the resource section (see Part 1 of this 
article) combined with internal physician data, the following 
areas of review can be created:

 • E/M distribution peer analysis

 • Visit per-day analysis

 • Modifier usage

 • Total work resource value units (wRVU) analysis

 • Diagnostic service analysis

The best data to use for the peer group snapshot is the CMS 
physician data. The CMS data is a complete summary of all 
Part B carrier (MAC) claims processed through the common 
working file and stored in the National Claims History 
Repository. The file is arrayed by carrier (MAC), pricing 
locality, HCPCS codes, modifiers, type of service and place 
of service. The file is useful because you can easily compare 

your physicians with a group of similar physicians in the 
same locality and specialty.

E/M distribution peer analysis
The purpose of this analysis is to identify outliers associated 
with established E/M visits (HCPCS codes 99211- 99215) to 
determine comparativeness when the physician is compared 
against peers.

Using the CMS data and internal data obtained for the 
physician under review, we develop a bell curve distribution 
graph comparing the physician’s usage to the CMS peer data 
(see Exhibit 1).

We then calculate the standard deviations (SDs) to contrast 
the physician to peers and determine whether the physician 
is an outlier relating to the coding and billing of HCPCS 
codes 99211- 99215. Exhibit 5 shows the physician is billing 
more 99214s than the peer group and has an SD of 3.12. 
Nevertheless, based on the SD grid, 3.12 SDs is within 
statistical expectations and requires no action.

However, this physician is approximately 6.51 SDs from 
the norm for 99215. Based on our SD grid, this is an 
area of concern and further review is appropriate. A 
judgment sample of 99215 is appropriate to determine if 
documentation supports the billing of 99215.

We discovered this physician was billing 99215 in error 
when the level of care documented was for preventive care 
services. Corrective actions included refunding Medicare 
and educating the physician on 99215 uses. After corrective 
actions were implemented, our follow-up consisted of re-
running the data to determine the 99215 rate of billing.

Exhibit 5 – Congestive heart failure MCC <+4LOS Medicare traditional
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Visits per-day analysis
We perform this analysis to learn the time physicians 
typically spend with a patient relative to the intensity of the 
visit reflected by the billed HCPCS code. For example, there 
is an estimated range of 10 to 40 minutes for established 
patient office visits (see Exhibit 6). Typically, the physician 
spends more time with higher level visits. Using MGMA data 
and calculating the number of visits the physician performs 
a day provides a snapshot of physician productivity 
compared to peers.

In Exhibit 5, the physician’s number of visits for all levels 
was 6,764 compared to MGMA’s 70th percentile of 4,508; 
80th percentile of 5,067, and 90th percentile of 6,127. The 
physician’s average visits per day were 26 versus MGMA’s 
19 at the 70th percentile; 21 at the 80th percentile, and 25 
at the 90th percentile. The physician is very productive at 
slightly over the 90th percentile, but compared to peers the 
physician is not an outlier.

When performing this analysis, you should look for physician 
billing exceeding the peer group. Previously, our analysis 
identified a physician performing 55 – 60 visits a day for 
code 99214. If we say billing for 99214 averages 25 minutes 
per encounter, then the physician was working over 22 
hours a day. The OIG/DOJ has investigated similar instances 
of physician’s billing in excess of 24 hours a day. This is an 
easy data run that contractors and agencies are performing 
to identify physician outliers relating to productivity.

Highly productive physicians
The OIG/DOJ is performing data mining reviews focusing on 
highly productive physicians to determine if the procedures 
performed are medically necessary. Their focus has been 
on specialty physicians such as cardiology, neurosurgery 
and orthopedics. They have targeted stents, major joint and 
spine procedures.

One method of measuring physician productivity is to use 
wRVUs (Work Relative Value Units), which account for the 
time, technical skill/effort and judgment needed to provide 

a service. The best approach is to calculate the physician’s 
wRVU for a period (usually 12 months) using billed HCPCS 
codes multiplied by their corresponding wRVU, times the 
volume of occurrences. The wRVU files can be found on the 
CMS website1.

After the physician’s actual wRVUs are calculated, then 
compare wRVU to the data from the MGMA’s Physician 
Compensation and Production Survey to contrast the 
physician to the peer group.

In Exhibit 1, the physician’s total wRVU of 9,439 is substantially 
greater than the MGMA’s 90th percentile figure of 7,390. 
Reviewing the data shows the physician was coding and 
billing at a higher rate of E/M 99215, and the physician’s 
actual total days worked is higher when compared to the peer 
review data. This may not account for the total increase in the 
wRVU, so a deeper analysis of the physician’s data is needed to 
get a better understanding. You should consider adding a few 
additional audit procedures, such as a medical records review, 
to determine the medical appropriateness of the services 
provided and adherence to industry professional standards.

Conclusion
All healthcare providers are under scrutiny by government 
contractors who are becoming more sophisticated in their 
efforts. They are armed with new funds to employ people 
and technologies that allow them to grow their programs at 
a pace providers cannot match.

The contractors can reach past and current claims files 
for providers’ technical and professional services. The 
indications are that contractors will be doing more extensive 
analytics on greater numbers of procedures and services. 
It is imperative that healthcare providers develop tools, 
processes and systems to assure the submission of clean 
claims for services provided.

The examples and tools presented here have been excellent 
resources to assess and minimize risks. Although several 
of these monitors are retrospective, they are designed to 
run frequently to quickly catch errors within timely filing 
limitations.

With predictive modeling techniques on the horizon, it is 
essential that internal compliance efforts continue to be 
innovative in new tool development to keep pace with 
contractor activities. NP

1 www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/ 
PhysicianFeeSched/PFS-Relative-Value-Files.html

Exhibit 6 – Visit per-day analysis

CPT code Typical time for code

99212 10 min

99213 15 min

99214 25 min

99215 40 min
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