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 In all industries, fi nancial success 

is dependent upon accurately charging 

clients and customers for the services 

they have received.  “Charge Capture” 

is the documentation, posting, and 

reconciliation of charges for services 

rendered.  Although this seems to be 

a straightforward and basic business 

process, there are many challenges, 

particularly within the healthcare 

industry, to successfully capturing and 

processing this information.

 There are a number of explanations 

for defi ciencies in the charge capture 

processes of healthcare organizations.  

Care providers are typically responsible 

for charge capture activities and they 

may believe these responsibilities are 

lower-priority administrative functions.  

Because it is rarely explained, 

care providers do not understand 

the associated risks and potential 

consequences of not capturing charges 

in a timely, accurate, and complete 

fashion.  In many departments, 

administrative assistants are given 

responsibility for charge posting and 

reconciling activities, without receiving 

much training nor consistent monitoring 

or feedback for those activities.

 Compounding these personnel-

related issues are several systemic 

issues.  For example, charge capture 

responsibilities tend to be extremely 

decentralized across hospitals and 

other healthcare providers.  Often, the 

departments within one organization do 

Strategies For Auditing And Improving The Charge 

Capture Process In Healthcare Organizations

By Richard Williams and Don Billingsley

not utilize standard processes or charge 

entry systems.  We see a lack of formal 

policies and consistent standards to 

provide organization-wide guidance and 

baseline controls for charge posting and 

reconciliation.

From a risk management 

perspective, failures in the charge 

capture process jeopardize revenues, 

customer satisfaction, and regulatory 

compliance.  Obviously, failing to 

capture charges may produce missed 

revenue opportunities.  It may also 

result in a delayed payment, which 

increases rework and reconciliation 

on the back-end.  Incorrectly billing 

or re-billing patients also produces 

dissatisfi ed customers and long 

accounts receivable cycles.  A further 

risk is that you will have inadequate or 

inaccurate data about your services 

for negotiating contracts and for 

business planning.  From a regulatory 

standpoint an organization may face 

Medicare inquiries, payer denials, or 

expensive penalties as a consequence 

of inaccurate billing.

Internal auditors can play an 

instrumental role in evaluating controls 

and recommending improvements to 

the charge capture process.  This article 

provides a framework for identifying 

and assessing the controls within the 

process, and then lays out a step-by-

step approach for auditing the process, 

assessing gaps, and communicating 

recommendations.

Charge Capture Control Framework

The Charge Capture Control 

Framework provides a baseline for 

internal auditors in identifying process 

risks, developing process controls, and 

enhancing key charge capture processes 

that, if implemented, will lead to a 

reduction in charging and billing errors.  

As part of an internal audit, the following 

four primary phases of the charge 

capture process should be assessed 

(1) Patient Arrival at Department; (2) 

Charge Sheet Utilization; (3) Charge 

Entry; and (4) Daily Reconciliation.

Figure 1 (page 17) depicts some 

of the key controls that should be 

audited or implemented within each 

phase in order to reduce charge 

entry errors. Items listed in the 

border of the graphic: documented 

policies and procedures, education 

and  t r a in ing ,  charge  s c re en  

updates, monitoring and feedback 

should also be addressed as they are 

critical to continually supporting the 

organization’s long-term charge capture 

improvement efforts.

Patient Arrival At Department

Within this initial phase of the 

process it is necessary to assess 

whether the department has a 

reliable schedule, log-book, or other 

mechanism to document the patients.  

This mechanism can then be utilized in 
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downstream reconciliation processes.  

Prior to treating a patient, the care 

provider should ensure that patient 

labels match the account numbers 

in medical record documentation.  If 

there are any discrepancies in the 

information, patient access should 

be contacted for resolution.  It is 

also important at this stage that the 

service provider identifi es and selects 

the correct patient account within the 

charge entry system/patient encounter 

screen, and verifi es that the patient 

data is accurate (e.g., patient name, 

date of birth, etc.).

Charge Sheet Utilization

Departments should utilize a charge 

sheet which documents all chargeable 

procedures and supplies. All items 

and services not already listed on 

a standard order requisition form 

should be documented on the charge 

sheet. These sheets will be used in 

the downstream reconciliation process 

and should be inspected thoroughly by 

care providers before they are fi nalized 

and posted to ensure that all services 

have been documented completely and 

accurately. Healthcare services are 

continuously evolving so it is important 

to review and update charge sheets or 

charge systems on a regular basis – at 

least semi-annually. 

Charge Entry

Within a best practice charge 

capture program, all charges should 

be posted on the day the service 

is rendered, and any situation that 
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prevents a charge from being posted 

within the timelines established by the 

department should be communicated 

to the department director.  Prior to 

entering charges, personnel should 

verify the patient account number 

and look for discrepancies in the 

medical record and other patient 

documentation.

Reconciliation Of Charge Sheets To Log 

Book

Each day, a staff member should 

compare the daily charge sheets 

to the schedule, log book, or other 

mechanism used by the department in 

order to ensure that a charge sheet was 

completed for every patient that was 

treated.  This person should then sign 
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off on the paperwork providing evidence 

that the reconciliation was completed.

 If a charge sheet or order 

requisition is missing, the care provider 

should be required to complete a 

replacement charge sheet and enter 

the charges in the charge system.  The 

reconciliation should be completed no 

later than the day following the date of 

charge entry, providing ample time for 

corrections prior to bill submission.  It 

is recommended that reconciliation 

work-papers be maintained for a period 

of at least 90 days, with department 

directors reviewing them periodically 

to ensure that they are accurate and 

complete.

Reconciliation Of Charge Sheets To 
Charge System

 Once the charges have been 

posted from charge sheets to the 

charge system, a designated staf f 

member should review the entries.  Any 

charges documented on the charge 

sheet that are not refl ected in charge 

reports should be noted and posted; 

appropriate staff should then mark 

and sign off on the reconciliation.  If a 

discrepancy is noted, such as a charge 

omitted from a charge sheet, the issue 

should be resolved by a care provider 

using medical record documentation for 

verifi cation.  Ideally this reconciliation 

should be completed no later than 

the day following the date of charge 

entry, again providing ample time for 

corrections prior to bill submission.

Reconciliation Of Reports

 In this phase, the designated 

member of staff reviews error reports or 

late charge reports (e.g., reports showing 

charges that were entered after the bill 

was submitted) and then communicates 

improvement opportunities to the 

director.  This person should also review 

the reports to ensure that errors and 

corrections noted on reconciliation 

work-papers were addressed and 

reported accurately.

Other Considerations

• Price thresholds and materiality 

posting criteria:  If your organization 

employs this strategy ensure that all 

supplies and procedures exceeding 

the established materiality amount 

have a Charge Description Master 

(CDM) number.  Where possible, 

departments should pre-build all 

supply items into charge entry 

systems, regardless of price.

• Posting miscellaneous charges:  If 

your organization utilizes a different 

module or screen for posting 

miscellaneous charges, it is likely 

that fewer system controls will exist.  

Access to these screens should 

be closely monitored to ensure 

personnel are not using these 

screens for unintended purposes 

(e.g., corrections, movement of 

charges, normal posting of items 

listed on charge sheets, etc.).

• Departmental specifi c procedures:  

Each department should have 

specifi c procedures documented 

that explain the standard process 

for capturing and entering charges 

for services rendered.  These 

procedures should support the 

charge capture policy for the entire 

organization.

•  B ack- up  p er s onne l :   E ach  

department should have properly 

trained back-up personnel who 

can assume charge posting and 

reconciliation duties when needed.

• Formal CDM update process:  Each 

department should comply with the 

CDM update process.  This process 

should be part of the entity charge 

capture policy and should include 

several approval points.

• Quality and assurance programs:  

Each entity should have a charge 

capture quality assurance program 

whose primary responsibility is to 

monitor ongoing efforts, provide 

support, perform periodic testing, 

and develop/deliver education 

programs.  

Quality Assurance

Establishing the key controls and 

reconciliation procedures above will 

help eliminate errors within the charge 

capture process.  In addition, we 

recommend that internal auditors or 

other designated personnel undertake 

the following ongoing quality assurance 

initiatives:

• Formalizing and distributing entity-

wide policy standards and reviewing 

departmental procedures to ensure 

they are acceptable. 

• Per forming periodic audits of 

departmental processes and tools 

to ensure compliance with policies 

and procedures.

• Ensuring organizational compliance 

with the CDM and system charge 

selection screen update process.

• Serving as a central point of contact 

for addressing depar tmental 

concerns (e.g., resource limitations) 

and/or desired changes within 

charge capture processes to ensure 

all issues are addressed in a timely 

manner and that changes made in 

one area do not negatively impact 

other initiatives being addressed. 

• Implementing a mechanism for 

communicating and resolving 

charge entry discrepancies identi-

fi ed by departments such as Pa-

tient Access, Patient Accounts, etc.

•  D eve lop ing  moni to r ing  and  

performance feedback reports for 

continuously identifying trends and 

improvement opportunities.

• Implementing a formal charge cap-

ture process education program.

Audit Approach

As the internal auditor sets out 

to analyze and evaluate the charge 

capture process, the primary objective 

will be to evaluate the effectiveness of 

internal controls surrounding existing 

charge capture functions. This will 

involve a high-level assessment of 
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existing charge capture monitoring, 

tracking, and reporting procedures 

to identify any business process and 

system improvement opportunities that 

could lead to enhanced profi tability, 

cash fl ow, and compliance. Other 

objectives are to improve the quality of 

information provided for the billing and 

collections processes, and to improve 

the communication and collaboration 

between departments.  

It typically requires a four to six 

week effort for an experienced team to 

assess approximately 12 departments.  

The timing depends on the number 

of departments included, the number 

of personnel dedicated to the audit, 

and the skills and experience of those 

personnel. Departments generally 

reviewed include: Angiography/

Radiology; Emergency Room; Day 

Surgery/Minor Procedures; Birth 

Center/L&D; Clinical Rehab Services; 

Cardiopulmonary; Wound Care; 

Operating Room/Anesthesia Recovery; 

Intensive Care Unit/Critical Care Unit; 

and, Pharmacy/Lab.

Figure 2 illustrates an approach to 

auditing the charge capture process.  

This approach is designed to analyze 

and respond to important questions, 

such as:  

1. What are the signifi cant business 

risks, both external and internal, 

that impact the process?

2. How and how well are those risks 

being managed and controlled?

3. What key measures are used to 

monitor the process? Are they the 

right ones, i.e., aligned with needs 

and key business objectives?

!

!

!

!

4. Are the measures, as well as other 

management information used, 

reliable?

5. How efficient is the process in 

operation?

6. How can the process be improved 

to bring its performance closer to 

leading standards?

Current State Assessment

The fi rst step within the current 

state assessment is to understand the 

processes as currently operating.  There 

are a variety of well-established internal 

audit techniques for developing process 

understanding. 

Understand The Process

First, review the department’s 

policies, procedures, and system 

application manual as they relate to 
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charge capture processes.  Gain 

an understanding of the ‘formal’ 

processes and the system functionality 

for performing those processes.  Then 

review any previous audit reports or 

assessments (internal or external) 

related to charge capture.  This helps the 

auditor to understand what key issues 

may have been identifi ed previously, 

pointing to problematic areas to focus 

audit efforts.

 Interview key depar tmental 

personnel responsible for specifi c charge 

capture processes (charge posting, 

charge reconciliation, CDM updating, 

and monitoring). Also, interview the 

departments and personnel responsible 

for the technical aspects of the charge 

capture processes (e.g., keepers of the 

CDM, IT services, etc.). Determine when 

the last CDM updates occurred, how 

requests for updates to the CDM are 

handled, who has ability to update the 

CDM, etc.

 Next, assess and document the 

business rules and related processes 

that impact charge capture activities.  

We recommend using a fl owcharting 

tool such as Micrografx or Visio to 

graphically illustrate the process fl ow 

and decision points. This documentation 

should focus on those processes usually 

related to charge capture defi ciencies, 

such as: CDM and charge screen 

maintenance/updates; charge capture 

documentation (performed by internal 

or outsourced personnel); charge 

posting; reconciliation; charge capture 

tracking and reporting; patient access.

The auditor should also observe 

various depar tmental personnel 

performing daily tasks to identify any 

discrepancies between formal policy 

and the actual activities performed 

each day within charge capture 

processes. Charge capture systems 

may need to be evaluated by the auditor 

to assess functionality and determine 

whether the most appropriate system or 

modules are being utilized by particular 

departments.  Observe how personnel 

use the systems and applications and 

test the system controls. Once the 

‘current state’ processes have been 

documented, we recommend that the 

auditor meet with the department head 

or process owners to verify that the 

documentation is accurate and to make 

any necessary changes.  

Identify Process Performance Gaps

Once a good understanding of the 

process has been achieved, we suggest 

the auditor begin to identify the principal 

charge capture risks and control 

defi ciencies.  One may fi nd instances of 

charges not posted; duplicate charges 

posted by one or more departments; 

charges posted after the billing cycle; 

charges for wrong services; charges 

for patients who never arrived for 

treatment; services not listed on the 

charge sheet or in the charge system; 

charge reports not reconciled to charge 

sheets; and, incorrect utilization of 

charge entry systems.

Document these observations 

and any noted risks that increase the 

likelihood of charge capture errors, 

for example, multiple accounts for 

one patient, lost or misplaced charge 

sheets, inadequate reconciliation, 

system interface errors, etc.  Analyze 

the potential impact of the identifi ed 

gaps and control concerns. Then 

discuss all the observations with the 

department head or process owners 

for verifi cation and to identify the 

root causes of any defi ciencies.  We 

recommend a ‘no surprises’ approach 

to internal auditing – always keep 

process owners and management in 

the loop on observations, errors found, 

and other analyses.

Develop Recommendations

After forming a complete picture 

of the current state, the auditor’s next 

step is to develop process improvement 

recommendations, including  depart-

ment-specifi c consistent standards and 

controls to be implemented.  We recom-

mend meeting with the leaders of the 

affected departments to obtain their 

feedback on the risks identifi ed and to 

discuss the recommended changes or 

                

 Detailed Observations and Action Plan Matrix

Observation Residual Risk/Control 

Concern

Recommendation/Improvement 

Suggestion

Management 

Action Plan

Hospital Administration – General

1.  Formal policies and consistent 

standards do not exist

The charge posting process is 

inconsistent

ABC should develop, document 

and distribute corporate charge 

capture policies

Executive Management will develop a 

Corporate Policy to adopt the following 

items:

Figure 3
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improvements.  It is important for de-

partment leaders to play an active role 

in identifying realistic solutions to be 

implemented.  This will be a great help 

in identifying any barriers to success, 

building consensus, and obtaining buy-

in for recommended solutions.  

It is instrumental to develop 

and sponsor process improvement 

initiatives or programs to help 

departments understand and emulate 

leading practices. These initiatives 

should describe how to implement 

charge capture and monitoring 

controls and explain specifi cally how 

the organization will achieve short- 

and long-term improvement goals. To 

ensure that observations are properly 

addressed, auditors can assist leaders 

in creating a “Management Action Plan.”  

This is usually best communicated via 

a “Detailed Observations and Action 

Plan Matrix” from internal audit.  As 

illustrated in Figure 3, this matrix 

should include four sections organized 

by department: 1) Observation, 2) 

Residual Risk/Control Concern, 3) 

Re c o mm e n d a t i o n / I mp r ov e m e n t 

Suggestion, and 4) Management Action 

Plan.  Internal audit completes columns 

one through three and then provides 

the matrix to the leaders to create 

the management action plan for each 

issue.

Communicate Results

Following the review, internal audit 

should provide executive management 

with a high-level overview of the 

engagement that describes the scope 

of the work, the audit objectives, 

and the actual work performed.  

Discuss signifi cant audit fi ndings and 

recommendations with executive 

management and provide justifi cation 

for implementing process changes.  It is 

important to review any recommended 

process modifi cations with executive 

management to better understand which 

recommendations might be viewed as  

short-term versus long-term solutions.  

This process will also help confi rm that 

internal audit’s recommendations are 

truly attainable for the organization.  

We recommend producing reports with 

succinct Executive Summaries and 

Action Matrices that highlight important 

issues.

Conclusion

Auditing an organization’s charge 

capture process can help increase 

profitability and enhance patient 

satisfaction.  As an added benefi t, a 

successful audit process may help 

increase collaborat ion between 

departments and lay the groundwork for 

a successful charge capture program. 

In summary, a successful charge 

capture program:  

• Emphasizes the equal importance 

of administrative responsibilities 

and patient care.

• Ensures that all services rendered 

are captured and posted in a timely, 

accurate, and complete fashion.

• Establishes accountabili t y for 

assigned responsibilities.

• Includes the performance of 

overall monitoring to ensure 

that policies and procedures 

(developed with consideration for 

regulatory compliance) are followed 

consistently.

• Provides performance feedback 

to individuals, which breeds 

accountability.

• Facilitates effective implementation 

of new pricing or charging 

methodologies.

Building an ef fect ive charge 

capture process is an ongoing effort.  

Be sure to continually benchmark your 

performance against leading industry 

practices and monitor your efforts 

through an ongoing quality assurance 

program. As you evaluate your approach 

to auditing the charge capture process 

within your organization, it may be 

necessary to begin with statistical 

sampling to better pinpoint where 

you should initiate audit activities.  

Additionally, top leadership may be 

willing to dedicate additional resources 

to the effort if you are able to quantify, 

through statistical extrapolation, the 

potential fi nancial opportunities that 

may exist if charge capture processes 

are improved.  !
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