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 Providers have been struggling 

with coding and billing issues since the 

inception of the Outpatient Prospective 

System (OPPS).  Part of the struggle 

stems from the overwhelming number 

of regulations released since 2000.  

The large number of corrections, 

updates, retractions, omissions, and 

typos makes it diffi cult for providers 

to keep up.  While it seems diffi cult to 

imagine that the Offi ce of Inspector 

General (OIG) could assess outpatient 

compliance under OPPS, in fact the 

OIG has already completed a number of 

OPPS reviews.  

 It’s clear that providers are expected 

to stay compliant, regardless of the 

confusion, lack of timely guidance, and 

continuous changes from CMS.  If you 

haven’t conducted an internal audit, 

now’s the time to start…and it doesn’t 

have to be painful.  

 This article frames the issue of 

compliance in the context of the “Who, 

When, Where, Why, What, and How,” 

so providers can begin performing 

successful and painless internal audits.

WHO

 Meeting compliance is everyone’s 

job and it needs to be thought of in this 

context.  More than likely you don’t need 

another committee.  You can probably 

The Who, What, Why, When, Where, And How Of 

Outpatient Compliance: Staying Ahead Of The OIG 

By Conducting An Internal APC/OPPS Audit Today

approach outpatient compliance through 

your existing APC task force or revenue 

cycle management team to leverage 

existing teams and work collaboratively 

on uncovering coding, billing, charging, 

revenue, and compliance risk and 

opportunity areas under OPPS.  The 

following departments and staff 

members are integral to resolving 

compliance problems while improving 

revenue, and should be involved in your 

internal audit activities: HIM/medical 

records; Finance/reimbursement; 

Business offi ce/patient accounts; 

Information systems; Chargemaster 

coordinator; Emergency department; 

Clinical departments; all other pertinent 

ancillary departments, including the 

Laboratory, Radiology, Pharmacy, 

Cardiology, Oncology, etc. 

Each department has a different 

focus in the compliance chain of events, 

but each is equally important.  Once key 

personnel are at the table, make them 

partners in the team’s success.  Ask 

for their input, listen to their feedback, 

and develop your plans based on their 

list of concerns.  Work with the team 

to develop a list of goals, document 

the discussions, and deliver status and 

progress reports.  Promote your results 

throughout the organization so that 

team members are recognized for their 

work.  
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WHY

Providers cannot sit back and think 

that outpatient compliance is still a 

few years away—it’s already here. The 

OIG has already completed dozens 

of outpatient hospital reviews using 

OPPS data from 2000 and 2001. It 

has found problems with coding, billing, 

and charging practices leading to 

inappropriate payments.  Visit the OIG’s 

web site and read some of the reports it 

has issued; these will give you a better 

understanding of what the OIG has been 

doing about outpatient compliance.  

Conducting an internal audit will clarify 

if you have existing compliance risks.

Since compliance and revenue are 

critical to an organization’s fi nancial 

health and are essentially two sides of 

the same coin, the mandate for this 

work should come straight from the 

top.  If you have to “sell” the idea of 

spending staff time on compliance, 

show these OIG reports to senior 

management in your organization and 

use the return-on-investment argument: 

your internal compliance efforts should 

pay for themselves with the fi nes you 

may be able to avoid and the revenue 

you recover as a result of your fi ndings.  

By linking compliance and revenue, 

organizations will generate some 

economies to scale in terms of staff 

time and resources expended. 
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WHEN

Don’t wait another day.  Start now. 

Round out your current activities with a 

long-term internal audit plan so that this 

audit is not seen as a one-time exercise.  

When you have the buy-in from the top 

and the reports and data you need, this 

should be an ongoing activity that is 

easy to maintain.  Strive for quarterly, or 

at the least, annual audits. 

WHERE

Where you look depends partly on 

your organization’s culture and partly on 

the information that is readily available.  

The audit team should begin by talking 

with different departments about their 

coding, charging, and billing concerns 

under OPPS.  This gives you an idea 

of the types of issues to investigate.  

Regardless of where you look, have a 

detailed plan and know exactly what 

you’re looking for.  

For example, should you review 

the medial record, the UB-92 billed 

data, or the remittance advice?  There 

is no one correct answer; it depends 

on what you hope to uncover.  If you 

go to the medical record, you may fi nd 

documentation problems pointing to 

something that was billed that should 

not have been, or vice versa.  Starting 

with the medical record is a very time 

consuming process: it’s often diffi cult 

to get a good feel for the magnitude 

and direction of a problem by looking 

at individual medical records, or even 

individual claims.  Ultimately, you’ll rely 

on the information in the medial record 

to validate any assumptions you have 

about compliance problems or revenue 

opportunities.

Beginning with aggregate billed 

or remit data will generate strategic, 

objective, and quick results.  Deciding 

to use remit vs. billed data is not easy 

since each tells you something different.  

If you begin with remit data, you are 

looking at the same information that 

the OIG essentially looks at: the fi nal 

paid claim.  Remit data won’t tell you 

if problems existed along the way that 

were fi xed somewhere after the bill was 

dropped.  Knowing this is critical, and 

unless you compare the remit with the 

actual bill, you won’t know whether fi xes 

were made on the back-end, what those 

fi xes were, or how many.  Remember, 

back-end fi xes can point to compliance 

risks, especially if other departments 

and the medical record are not consulted 

before making changes to the UB-92 

claim.  Examining billed claims data will 

highlight internal process issues that 

may point to compliance risks and/or 

revenue opportunities before the bill 

ever leaves the organization. If you have 

editing or grouping software you can 

correct problems before dropping the 

fi nal. 

WHAT

The OIG’s fundamental mission 

is to monitor waste, abuse, and 

mismanagement, and to promote the 

effi ciency and integrity of the Medicare 

program. The OIG releases a Work 

Plan each year that outlines the types 

of reviews and audits the agency 

has undertaken, audit fi ndings, and 

announcements about the areas it will 

focus on in the future. Regardless of 

how well your organization is currently 

performing under OPPS, it is essential 

to keep up with each Work Plan. It is 

also worth your time to go back and  

catalogue issues the OIG reviewed in 

prior years.  If you want to stay one step 

ahead of the outpatient compliance 

curve, broaden the scope of your 

audit plan beyond the areas the OIG is 

currently focusing on and include issues 

that are known to be problematic under 

OPPS (such as modifi er use, unbundling, 

etc.).  

Here is a partial list of the items 

from the 2003 and 2004 OIG Work 

Plans:

• Internal controls:  The effectiveness 

of internal controls is evaluated to 

ensure that services are adequately 

documented, properly coded, and 

medically necessary.  Document 

your internal practices, protocols, 

and the education and guidance you 

give staff.  Make a decision about 

how things will be done in your 

facility, write (or update existing) 

policies or internal procedures, 

communicate them to everyone, 

and stand by the policies. 

• Outlier payments:  Outpatient 

outlier payments have been and will 

continue to be examined.  However, 

the focus is likely to change from 

inappropriate outlier payments 

being made for drugs reported with 

an incorrect number of units to a 

review of actual charges reported.  

Providers should review a few of the 

audit reports from the OIG’s Web 

site to better understand what the 

government has been looking at, as 

well as the consequences of their 

fi ndings. 

• Diagnostic tests: The medical 

necessity of the increased volume 

of diagnostic tests provided, 

particularly in the ED and in 

physicians’ offi ces, is likely to be 

reviewed.  

• Outpatient cardiac rehabilitation:  

Issues in this area include direct 

physician supervision, incident 

to physician services (ancillary 

staff must have physician 

supervision), medical necessity for 

covered diagnoses, appropriate 

documentation reflecting the 

physician’s presence during 

services provided by ancillary staff, 

and periodic monitoring by the 

physician.  

Much of the focus on hospital 

outpatient departments will be a 

continuation of work begun in previous 

years. Therefore, at a minimum 

providers need to review the 2003 and 

2004 Work Plans. 

Here is my Top 10 Hit List of other 

issues and areas the OIG is likely to 

review.  Many of these are areas the 

OIG may start reviewing in the future, so 
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you may want to start now.  Conducting 

an internal audit on these issues will 

either provide reassurance that you’ve 

got a handle on things, or it will give you 

a heads up on your risk and opportunity 

areas. 

1. Appropriate use of modifi er -25 with 

E/M visit level CPT codes.

2. Reporting E/M visit level codes 

on the same day as a scheduled 

procedure.

3. Reporting modifi er -59, particularly 

with injections, infusions, etc.

4. The implementation and consistent 

use of E/M guidelines.

5. The separately payable observation 

APC as well as packaged 

observation.

6. Presence of blood and blood 

products HCPCS P or C HCPCS 

code.

7. Unbundling of services as well as 

duplicate reporting.

8. Volume of reduced or discontinued 

services reported with and without 

modifi ers -52, -73, or -73.

9. Up-coding the clinic or ED visit level

10. Reporting drugs without drug 

administration codes or vice versa. 

HOW

This is by far the most important 

question of all.  Your own outpatient 

data, organized in the form of 

management reports, is the key to 

reviewing your compliance risk and 

revenue opportunity areas powerfully, 

effi ciently, strategically, and most 

important, objectively.  Knowing what 

you are looking for, what data you have 

on hand, and being able to frame each 

issue as a question that can be validated 

by data is the best way to uncover 

internal issues.  The proof is in the data.  

Work with your Information Systems 

department to generate reports with the 

data you need to answer your toughest 

questions. 

Examples of questions to ask, 

reports and data to collect, fi ndings and 

results to share, and steps to take.

Question 1: Are drug and radiophar-

maceutical units of service correctly 

reported under OPPS?  

Report 1:  We need a report that shows 

the occurrence of drug APCs billed along 

with the units reported in a way that 

helps isolate whether we typically report 

more than one unit.  

Explanation: This report compares drug 

units of service billing for two hospitals.  

The units/occurrences column is 

a simple mathematical calculation 

showing the number of billed units 

divided by the number of occurrences 

of the HCPCS code.  A “1” means that 

one occurrence of the HCPCS code 

was reported, as well as one unit in 

the units of service fi eld.  By looking 

at this report, we can see that the two 

hospitals have very different drug units 

of service charging patterns, and odds 

are Hospital B has a problem reporting 

the accurate number of units given.  It 

appears that Hospital B simply reports 

the HCPCS code and a unit of one each 

time a drug or radiopharmaceutical 

is billed; this is a common problem, 

particularly for radiopharmaceuticals, 

and it is very likely that Hospital B has 

units of service billing problems.  This 

results in missed APC revenue since 

the APC payment is driven off of units, 

and also likely results in inappropriate 

outlier revenue.  This is in fact what 

the OIG found in a number of hospitals 

it reviewed. In most of these cases 

providers received inappropriate outlier 

payments rather than full APC payment.  

This issue raises the compliance fl ag 

and a revenue opportunity.  

Next Steps:  Depending on the line item 

date of service for these drugs and 

radiopharmaceuticals, the provider may 

be able to rebill claims.  If the medical 

record substantiates submitting an 

adjustment bill, the provider must 

determine whether to fi le an adjustment 

claim.  

Question 2:  Are we reporting an E/M 

visit level code each time a patient 

comes in for their scheduled service of 

chemotherapy administration? 

Report 2: We need a report that 

shows the frequency of chemotherapy 

administration codes on the same day 

as an E/M visit code.  

Explanation:  This report shows that the 

majority of claims with chemotherapy 

administration also had an E/M visit 

code present.  We cannot tell from this 

very simple report whether the E/M 

code was warranted each time because 

we don’t know if there was an unrelated 

E/M service provided on the same day 

as the chemotherapy administration.  

Based on the high percentages, we 

need to examine the medical records 

for these patients to see if separately 

identifi able services were provided or if 

the hospital automatically reported an 

E/M visit code each time chemotherapy 

was administered. CMS does not 

allow an E/M code to be reported 

with chemotherapy administration 

simply because vitals are taken or an 

evaluation is conducted.  If hospitals 

report in this manner, they are non-

compliant with Medicare rules and 

could come under OIG scrutiny.  

Next Steps: Review the medical 

records for these claims; if necessary, 

fi le adjustment claims without the E/M 

code.  If a separately identifi able service 

was provided on the same day as the 

chemotherapy administration, it is 

appropriate to report the E/M code with 

a modifi er -25.  

Question 3:  Are we receiving APC 

payment for blood or blood products 

when we provide blood transfusions? 

Report 3:  We need a report that shows 

the frequency of P or C HCPCS blood or 

blood product codes. APC payment is 

driven off of the HCPCS codes, not the 

revenue codes. 
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Frequency 

Frequency of E/M Code with 

Chemo Admin Codes Q0083 

or Q0084

Percentage

Q0083 200 191 95.50%

Q0084 300 269 89.67%

Explanation: This report shows the 

hospital did not report a blood product P 

or C HCPCS code, but did report charges 

using either revenue code 38X or 39X.  

Therefore, on the one hand it is accurate 

for the hospital to say that it charges 

for blood. However, because Medicare 

bases payment on the HCPCS code, 

this hospital would not have received 

APC payment for blood for the 73 cases 

in the table above.  Since the revenue 

code and charges were reported, it is 

likely the hospital would have received 

outlier payments similar to the situation 

with drug billing, which the OIG would 

not look upon favorably. Further, this 

report also shows that despite the fact 

that blood was charged in 73 cases, 

blood administration was only charged 

seven times. This means the hospital 

either incorrectly charged for blood or 

missed reporting blood administration, 

both of which are problematic in terms 

of compliance and revenue. 

Next Steps

The medical records for all 73 cases 

should be examined and, if warranted, 

adjustment claims fi led. Determine 

whether blood was given, how much, and 

what kind in order to report the correct 

HPCPS code and the correct units.  The 

medical record should also be reviewed 

for documentation on the blood 

administration procedure in order to add 

the procedure code to the adjustment 

claim.  There is an opportunity to 

resubmit claims with the appropriate P 

or C HCPCS code for the blood or blood 

product in 73 cases, and an opportunity 

to report blood administration procedure 

codes in 66 cases.  Resubmitting 

c l a im s  w i l l  m ake  t h e  p r ov i d e r  

compliant with CMS’ rules and result in 

additional reimbursement.  

Using The Medical Record To Validate 

Assumptions From The Data 

In all of the examples above we fi rst 

isolated the issue in question through 

the data and reports. Following that 

review, the medical record must be 

reviewed prior to making changes to 

the claim.  Here are the steps to take, 

particularly if you want to rebill claims 

for compliance reasons or to recover 

revenue: 

•   Pull the medical records for each 

claim.

•   Review the claim 

data against the medical 

record and the detailed 

bill. Pay specifi c attention 

to units of service billed 

and compare these to 

the documentation in the 

medical record. Verify the 

accuracy of the diagnosis 

and procedure codes. 

• Review the use of 

modi f iers ,  condi t ion 

c o d e s ,  a n d  r e v e n u e  

codes. All data elements 

should be checked for accuracy 

and completeness. 

• Check the remittance advice to 

see if a potential error from the 

billed claim was changed later 

in the claims processing cycle, 

either in the billing offi ce or on-

line in the Fiscal Intermediaries 

claims processing system. I f  

claims were fi xed on the back-end, 

determine if there is a feedback 

loop to the department where the 

error originated to minimize future 

errors. 

• Determine if anything needs to 

be fi xed on each claim, along 

with who will fi x it and how the 

correction will be communicated 

to appropriate departments. 

Outpatient Compliance,            

continued on page 40

Report 2

Report 3
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Outpatient Compliance, 

continued from page 26

There are many additional reports 

that can be run depending on what 

you are interested in examining, 

including a top 10 OCE edit frequency 

report, a modifi er frequency report, 

E/M visit level distribution report, and 

missed charges and revenue in the 

emergency department.   You can develop 

simple, intermediate, or complex reports 

depending on your needs and the user’s 

understanding and capability. 

Summary

No one looks forward to an OIG 

audit.  However, making internal audit 

a priority will ensure that if and when 

the audit comes, your organization is 

fully compliant.  Using your outpatient 

data strategically is the key to success.  

Remember a picture, table, graph, or 

report can tell a compelling compliance 

and revenue opportunity story.  Make 

the data accessible and share it with 

relevant departments to bring plans for 

improvement and change to the table 

for discussion and implementation.  

Self-Insured, continued from page 39

later with another “Audit Policy” 

document that contains a different 

set of rules.

  If self-funded employers can cover 

these basic points in their ASO 

contracts, they would automatically 

have far more effective audit programs.  

TPA firms are not the enemy.  Like 

all of us, they are in business to make 

money for themselves. Many TPA’s 

cooperate fully with audits and are a joy 

to work with; others view audits like the 

plague – something to be avoided if at 

all possible.  No matter which fi rm you 

deal with, these basic points can help 

both parties understand exactly what 

is supposed to happen when audit time 

rolls around.  !

  Richard Goode is Senior VP of 

MedReview, LLC, A Denver-based fi rm 

that conducts claims and pharmacy 

audits for self-funded employers.  He 

can be reached at (313) 539-0355, 

at rgoode@medreviewllc.com or at 

www.medreviewllc.com.

Develop reports as an educational tool 

to show departments where they are 

doing well and where they may have 

problems.  

Your partners in outpatient 

compliance are your colleagues.  

Show them how to rely on data and 

management reports to uncover 

compliance r isks and revenue 

oppor tunit ies. When everyone 

understands that your goal is to 

minimize the chance of a government 

audit (and worse, government fi nes for 

non-compliance) and improve revenue, 

their cooperation and your success is 

practically guaranteed.  !

Jugna Shah, MPH, is President 

and founder of Nimitt Consulting 

Inc., a consulting fi rm specializing in 

providing healthcare organizations, 

providers, and government clients 

both domestically and internationally 

with information, education, policy 

and data analysis to arrive at targeted 

and strategic solutions related to 

regulatory initiatives that impact 

service delivery, cost, accessibility, 

and quality.  For more information 

on Nimitt Consulting Inc. visit 

www.nimitt.com. 

AHIA MISSION STATEMENT

The Association of Healthcare 

Internal Auditors (AHIA) is the only 

international organization dedicated 

to the advancement of the healthcare 

internal auditing profession.  

AHIA’s mission is to promote cost 

containment, revenue enhancement, 

and increased productivity in 

healthcare institutions through 

internal auditing.

AHIA seeks to strengthen healthcare 

internal auditing by:

•  providing for the continuing 

professional education needs 

of healthcare auditors and 

compliance professionals

•  providing a forum for  

sharing information, 

  experience, and ideas related to 

healthcare internal auditing and 

  monitoring

•  promoting the benefi ts of 

healthcare  internal auditing to 

healthcare executives and trustees

•  representing the profession to 

other  organizations, government 

agencies, and the public.


