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Preface
Thank you for purchasing Buck’s Step-by-Step Medical Coding, the leading
textbook for medical coding education. This 2020 edition has been carefully
reviewed and updated with the latest content, making it the most current
textbook for your class. The author and publisher have made every effort to
equip you with skills and tools you will need to succeed on the job. To this
end, Buck’s Step-by-Step Medical Coding presents essential information for all
major health care coding systems and covers the skills needed to be a
successful medical coder. No other text on the market brings together such
thorough coverage of the coding systems in one source.
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Organization of this textbook
Developed in collaboration with employers and educators, Buck’s Step-by-Step
Medical Coding, 2020 Edition, takes a practical approach to training for a
successful career in medical coding. The text is divided into four units
covering Reimbursement, ICD-10-CM, CPT and HCPCS, and Inpatient
Coding.

Unit 1, Reimbursement, is a chapter that introduces the reimbursement,
HIPAA, and compliance processes, noting the connections between coding
and reimbursement.

Unit 2, ICD-10-CM, provides an overview of the ICD-10-CM codes and
their use in medical coding. A highlight of this unit is the inclusion of the
ICD-10-CM Official Guidelines for Coding and Reporting within the chapter text,
as they apply to the content.

Unit 3, CPT and HCPCS, begins with an introduction to the CPT manual,
followed by an in-depth explanation of the sections found in the code set.
Organized by body systems to follow the CPT codes, the chapters include
important information about anatomy, terminology, and various procedures,
as well as demonstrations and examples of how to code each service.

Unit 4, Inpatient Coding, provides an overview of reporting facility
services provided to patients in acute inpatient facilities and the reporting of
these services with ICD-10-PCS procedures codes.

Some of the CPT code descriptions for physician services include physician
extender services. Physician extenders, such as nurse practitioners, physician
assistants, and nurse anesthetists, etc., provide medical services typically
performed by a physician. Within this educational material the term
“physician” may include “and other qualified health care professionals”
depending on the code. Refer to the official CPT® code descriptions and
guidelines to determine codes that are appropriate to report services
provided by non-physician practitioners.
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Distinctive features of our approach
This book was designed to be the first step in your coding career, and it has
many unique features to help you along the way.

■ The repetition of skills in each chapter reinforces the material and
creates a logical progression for learning and applying each skill—a
truly “step-by-step” approach!

■ In-text exercises further reinforce important concepts and allow you
to check your comprehension as you read (answers are located in
Appendix B).

■ The format for coding answers guides you in the development of your
coding ability by including three response variations:

■ Chapter learning objectives help readers focus on essential chapter
content.

■ Theory (Part I) and Practical (Part II) questions have returned to the
print book and may be found in the end-of-chapter reviews. Answers
are available on Evolve and can be made available to students at the
discretion of the instructor.

■ In addition, there are questions to reinforce chapter learning
objectives and provide practice with relevant glossary terms. (All
answers available in Appendix C.)
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■ Quick Checks are located throughout the chapters, providing short
follow-up questions after a key concept has been covered to
immediately assess learning (answers are located in Appendix B).

■ A full-color design visually reinforces concepts and examples.
■ Medical procedures or conditions are illustrated to help you

understand the services being coded.
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■ Concrete “real-life” examples illustrate the application of important
coding principles and practices.

■ ICD-10-CM Official Guidelines for Coding and Reporting boxes contain
excerpts of the actual guidelines, presenting the official wording
alongside in-text discussions.

■ From the Trenches boxes highlight a different real-life medical coding
practitioner in each chapter, with photographs throughout the
chapter alongside quotes that offer practical advice or motivational
comments.
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■ Coding Shots contain tips for the new coder.

■ CMS Rules boxes highlight correct coding methods as required for
Medicare claims.

■ Toolbox features are located throughout the chapters, providing
scenarios and questions to help apply chapter content to realistic
scenarios (answers are located in Appendix B).

■ Stop notes halt you for a reality check, offering a brief summary of
material that was just covered and providing a transition into the next
topic.
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■ Caution! notes warn you about common coding mistakes and
reinforce the concept of coding as an exact science.

■ Check This Out! boxes offer notes about accessing reference
information related to coding, primarily online.

■ A Coder’s Index is located in the back of the book, providing easy
reference when looking for specific codes.
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Extensive supplemental resources
Considering the broad range of students, programs, and institutions using
this content, we have developed an extensive package of supplements
designed to complement Buck’s Step-by-Step Medical Coding. Each of these
comprehensive supplements has been developed with the needs of both
students and instructors in mind.

Student workbook
The fully updated workbook supplements the text with more than 1250
questions and terminology exercises, including 100 original source
documents to familiarize the user with documents he or she will encounter in
practice. (Odd-numbered answers are located in Appendix B, and the full
answer key is available only in the TEACH Instructor Resources on Evolve.)
Reports are included in a variety of areas, including arthroscopy, muscle
repair, thoracentesis, tubal ligation, and endarterectomy. The workbook
questions also follow the same answer format of the main text, improving
coding skills and promoting critical thinking.

Teach instructor resources on evolve
No ma�er what your level of teaching experience, this total-teaching solution
will help you plan your lessons with ease, and the author has developed all
the curriculum materials necessary to use Buck’s Step-by-Step Medical Coding
in the classroom. Instructors can access:

■ Extensive testing resources that include three distinct sets of exams:
1. TEACH Pretests are recall-based assessments that may be

administered to assess student’s baseline knowledge.
2. Ready-Made Tests are split into Theory and Practical tests

that correlate to each chapter of the text.
3. Test Banks include a wide variety of multiple choice,

true/false, matching, and completion questions that
correlate to each chapter of the text.

■ The ExamView test generator will help you quickly and easily
prepare quizzes and exams, and the test banks can be customized to
your specific teaching methods.

■ Online Activities. Located on Evolve, the online activities offer
additional instructor assessment options with 47 chapter activities and
35 coding cases. The variety of activity styles include multiple choice,
fill in the blank, matching, and coding exercises. These activities will
reinforce material learned in the text and offer students another study
tool. (Answers are available in the TEACH Instructor Resources on
Evolve, or instructors can enable answers within the application at
their discretion.)



39

■ Answer Keys for Theory and Practical Chapter Reviews, all
Workbook questions, and TruCode® Practice Exercises.

■ Course calendar and syllabus.
■ Comprehensive PowerPoint collection that can be easily customized

to support your lectures, forma�ed with PowerPoint as overhead
transparencies, or forma�ed as handouts for student note-taking.

■ Instructor Content Updates.
■ Curriculum guides and TEACH lesson plans. With TEACH (Total

Education and Curriculum Help), every textbook chapter is divided
into 50-minute lessons designed to promote active student learning
and involvement in classroom discussions and activities.
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Evolve learning resources
The Evolve Learning Resources offer helpful material that will extend your
studies beyond the classroom.

30-day access to trucode® encoder essentials
NOTE: It is recommended that you only activate your TruCode® Encoder
Essentials access as a CAPSTONE at the end of your course, after you have
completed all of the text exercises using your print coding manuals.
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 We’ve included 30-day access to TruCode® Encoder
Essentials, with every new Buck’s Step-by-Step Medical Coding, 2020 Edition
book purchase.

■ When ready to activate (we recommend at the end of the course),
scratch off the gray sticker at the bo�om right of the inside front cover
of the main text to reveal an access code.

■ Next, access h�p://evolve.elsevier.com/trucode
■ Enter the access code when prompted on screen. Access codes will

only be valid during the current coding year, and once entered
access will be limited to 30 days.

Trucode® instructions and practice exercises
For more specific instructions and practice using TruCode® Encoder
Essentials, click the TruCode® Instructions and Practice Exercises asset on the
main Step-by-Step Medical Coding Evolve site.

Answers for the TruCode® Practice Exercises are available to students by
default; instructors have the option to block answers as part of their course if
preferred.

Content updates, coding tips, and links
Official Guidelines for Coding and Reporting, content updates, and coding links
help you stay current with this ever-changing field.

Refer to the front inside cover of this text for registration instructions to
access these comprehensive online resources.

Buck’s step-by-step medical coding online
Designed to accommodate diverse learning styles and environments, Buck’s
Step-by-Step Medical Coding Online is an online course supplement that works
in conjunction with the textbook to provide you with a wide range of visual,
auditory, and interactive learning materials. The course amplifies course
content, synthesizes concepts, reinforces learning, and demonstrates practical
applications in a dynamic and exciting way. As you move through the course,
interactive exercises, quizzes, and activities allow you to check your
comprehension and learn from immediate feedback while still allowing you
to use your textbook as a resource. Because of its design, this course offers
students a unique and innovative learning experience.

http://evolve.elsevier.com/trucode
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Development of this edition
This book would not have been possible without a team of
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have made this text an incredible learning tool.
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Introduction
The number of people seeking health care services has increased
as a result of an aging population, technologic advances, and
be�er access to health care. At the same time, there is an increase
in the use of outpatient facilities. This increase is due in part to the
government’s tighter controls over patient services. The
government continues to increase its involvement in and control
over health care through reimbursement of services for Medicare
and Medicaid patients. Other insurance companies are following
the government’s lead and adopting reimbursement systems that
have proved effective in reducing third-party payer costs but
place further pressure on the health care system.

Health care in America has undergone tremendous change in
the recent past, and more changes are promised for the future.
These changes have resulted in an ever-increasing demand for
qualified medical coders. The Bureau of Labor Statistics states that
employment of medical records and health information
technicians “is projected to grow 13 percent from 2016 to 2026,
faster than the average for all occupations. An aging population
will require more medical service . . . this will mean more claims
for reimbursement from insurance companies."1

There is also an increase in the number of medical tests,
treatments, and procedures, as well as an increase in claims
review by third-party payers. Credentialed coders are on average
paid more than the non-credentialed coder. According to the 2018
AAPC Salary Survey (which was the latest available upon
publication of this text) the average annual salary for a
credentialed AAPC member is $54,500!2 Figure 1 illustrates the
earnings by region; Figure 2 shows salary by job responsibility;
and Figure 3 shows credential averages. CPC®, the physician
outpatient certification, pays on average $54,401, while members
with any AAPC credential have an average salary of $54,506.2 A
high percentage of respondents work for large group practices
(11%) or health systems (19%), earning an average of $51,862 and
$54,633, respectively.2 Further information can be obtained about
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the AAPC and the certifications offered by the organization at
www.aapc.com.

FIGURE 1  Average Salary by Region.  Source: (From
Blackmer D: 2018 Salary Survey: Credentials Serve Our

Members Well, AAPC (website):
https://www.aapc.com/blog/45517-2018-salary-survey-

credentials-serve-our-members-well/. Accessed March 26, 2019.

http://www.aapc.com/
https://www.aapc.com/blog/45517-2018-salary-survey-credentials-serve-our-members-well/
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FIGURE 2  Average Salary by Job Responsibility.
 Source: (From Blackmer D: 2018 Salary Survey: Credentials

Serve Our Members Well, AAPC (website):
https://www.aapc.com/blog/45517-2018-salary-survey-

credentials-serve-our-members-well/. Accessed March 26, 2019.

FIGURE 3  Credential Averages (Salary, Experience,
Certifications Held).  Source: (From Blackmer D: 2018 Salary
Survey: Credentials Serve Our Members Well, AAPC (website):

https://www.aapc.com/blog/45517-2018-salary-survey-
credentials-serve-our-members-well/. Accessed March 26, 2019.

 Be sure to check your free Evolve student
resources for updated salary figures. Go to the Course Content

https://www.aapc.com/blog/45517-2018-salary-survey-credentials-serve-our-members-well/
https://www.aapc.com/blog/45517-2018-salary-survey-credentials-serve-our-members-well/
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section, click Resources, then click Content Updates – Student.

From the trenches

 “Certification doesn’t necessarily mean you are
an expert coder. It does mean that you have achieved a level of
competence in coding that establishes your aptitude and willingness.
Certification is the best way to prove you mean business when you say
you want to be a professional coder.”

SHERI POE BERNARD, CPC-I, CDEO, CCS-P, PRINCIPAL,
POE BERNARD CONSULTING, SALT LAKE CITY, UT

 Be sure to check your free Evolve student
resources for updated salary figures. Go to the Course Content
section, click Resources, then click Content Updates – Student.

From the trenches

“Certifications demonstrate a willingness to develop and grow and is
key to employment advancement. They quantify knowledge and
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experience. They are vital to helping you stand out in the employment
process.”

RACHEL E. BRIGGS, BA, CPC, CPMA, CENTC, CEMC,
MEDICAL CODER AND AUDITOR, COLUMBUS, OH

Medical coding is far more than assigning numbers to services
and diagnoses. Coders abstract information from the patient
record and combine that information with their knowledge of
reimbursement and coding guidelines to optimize physician
payment. Coders have been called the “fraud squad” because they
optimize but never maximize and code only for services provided
to the patient that are documented in the medical record.

According to AAPC᾽s 2018 Salary Survey, “If you want to move
your career forward, we strongly encourage certification.”2 There
is a demand for skilled coders, and you can be one of those in
demand. Put your best efforts into building the foundation of
your career, and you will be rewarded for a lifetime.
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Reimbursement, HIPAA, and
compliance

 “It is vitally important that you, as the Medical
Coder, be skillful at abstracting information from the medical record to
correctly report services provided. The documentation and your
abstracting skills form the foundation of correct coding.”

CHAPTER TOPICS

Introduction
Basic Structure of the Medicare Program
Health Insurance Portability and Accountability Act
Federal Register
Outpatient Resource-Based Relative Value Scale (RBRVS)
Medicare Fraud
Managed Health Care
Chapter Review

Learning objectives
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After completing this chapter you should be able to

1 Distinguish among Medicare Parts A, B, C, and D.
2 Interpret rules of the Health Insurance Portability and
Accountability Act (HIPAA).
3 Locate information in the Federal Register.
4 Explain the RBRVS system.
5 Understand the framework of Medicare Fraud programs.
6 Identify the major components of Managed Health Care.

 h�p://evolve.elsevier.com/Buck/step

http://evolve.elsevier.com/Buck/step
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Introduction
Coding systems are used in the outpatient and inpatient health care
se�ings. Each of the coding systems plays a role in the reimbursement
of patient health care services. As a medical coder, it is your
responsibility to ensure that you code accurately and completely to
optimize reimbursement for services provided. To accomplish this, you
not only need to know the coding systems but also the environment in
which the modern medical office functions.

Medical advances allow people to live longer and healthier lives than
ever before. According to the U.S. Census Bureau, “by 2030, more than
20 percent of U.S. residents are projected to be aged 65 and over,
compared with 13 percent in 2010 and 9.8 percent in 1970.”1

Furthermore, “in 2050, the population aged 65 and over is projected to
be 83.7 million, almost double its estimated population of 43.1 million in
2012.”2 The elderly compose the fastest growing segment of our
population, and this growth will place additional demands on health
care providers and facilities.

Increasing numbers of elderly people, technologic advances, and
improved access to health care have increased consumer use of health
care services. As more people utilize health care services, coding
becomes even more important to appropriate reimbursement and cost
control.

As a coder, it is your responsibility to ensure that the data reported
are as accurate as possible, not only for classification and study
purposes but also to obtain appropriate reimbursement. Ethical issues
will arise and will require a�ention by coding personnel. Guidelines
must always be followed in the assignment of codes. Instruction from
internal and external sources (e.g., administration, review
organizations, third-party payers) that may increase reimbursement but
conflict with coding guidelines must be discussed and resolved.

Reimbursement usually comes from third-party payers. By far, the
largest third-party payer is the government through the Medicare
program. Because the Medicare program plays such an important role
in reimbursement, the rules and regulations that govern Medicare
reimbursement will be the first topic of study.
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Basic structure of the medicare
program
The Medicare program was established in 1965 with the passage of the
Social Security Act. The Medicare program dramatically increased the
involvement of the government in health care and consists of Part A
(Hospital Insurance) and Part B (Supplemental Medical Insurance). Part
A pays for the cost of hospital/facility care, and Part B pays for
physician services and durable medical equipment not paid for under
Part A. Part A insurance also helps to cover hospice care and some care
services that are rendered in the home.

Medicare was originally designed for people 65 and over. In 1972
people who were eligible for disability benefits from Social Security
were also covered under the Medicare program, along with those
patients experiencing end-stage renal disease. Individuals covered
under Medicare are termed beneficiaries.

The Secretary of the Department of Health and Human Services
(DHHS) is responsible for the administration of the Federal Medicare
program. Within the Department, the operation of Medicare is
delegated to the Centers for Medicare and Medicaid Services (CMS),
formerly the Health Care Financing Administration (HCFA). The funds
to run Medicare are generated from payroll taxes paid by employers
and employees. The Social Security Administration is responsible for
collecting and handling the funds. CMS’s function is to promote the
general welfare of the public, and its stated mission and vision are:

CMS’s mission is to serve Medicare & Medicaid beneficiaries.

The CMS vision is to become the most energized, efficient, customer
friendly Agency in the government. CMS will strengthen the health
care services & information available to Medicare & Medicaid
beneficiaries & the health care providers who serve them.3

CMS handles the daily operation of the Medicare program through
the use of Medicare Administrative Contractors (MACs) (formerly
Fiscal Intermediaries, FIs). The MACs do the paperwork for Medicare
and are usually insurance companies that bid for a contract with CMS
to handle the Medicare program in a specific area. The monies for
Medicare flow from the Social Security Administration through the
CMS to the MACs and, finally, are paid to beneficiaries and providers.

Originally, CMS proposed 15 Part A and B MACs (Fig. 1-1) and four
Durable Medical Equipment (DME) MACs (Fig. 1-2). By 2014, CMS had
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reduced the total number of jurisdictions to 12. The idea was to improve
the efficiency and effectiveness of its contracted Medicare claims
operations by forming larger A/B MAC jurisdictions, further reducing
the size range among the A/B MACs. However, concerns about
competitive balance led CMS to cancel the remaining consolidations by
2016.4

FIGURE 1–1 Part A and B MAC Jurisdictions.
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FIGURE 1–2 Durable Medical Equipment (DME) Jurisdictions.

 For more information about MACs, visit:
www.cms.gov/Medicare/Medicare-Contracting/Medicare-
Administrative-Contractors/Medicare AdministrativeContractors.html

Physicians, hospitals, and other suppliers that furnish care or
supplies to Medicare patients are called providers. Providers must be
licensed by local and state health agencies to be eligible to provide
services or supplies to Medicare patients. Providers must also meet
various additional Medicare requirements before being eligible for
payments.

Medicare pays for 80% of allowable charges, and the beneficiary pays
the remaining 20% for office visits to a health care provider. The
beneficiary pays deductibles, premiums, and coinsurance payments.
(The 2019 deductible for Part A was $1364 for each benefit period; for
Part B it was $185 per year.)5 The coinsurance is the 20% that Medicare
does not pay. Often, beneficiaries have additional insurance to cover
out-of-pocket expenses or noncovered services.

Beneficiary Pays: Deductible, premiums, coinsurance (20%), 100% of noncovered services
Medicare Pays: Covered services (80%)

The maximum out-of-pocket amounts are set each year according to
formulas established by Congress and published in the Federal Register.
New amounts usually take effect each January 1.

Quality improvement organizations (QIOs)
As part of the Department of Health and Human Services’ (HHS)
strategy for “providing be�er care and be�er health at a lower cost,” the
Quality Improvement Organizations (QIOs) program is a national
network of consumers, physicians, hospitals, and other caregivers who

http://www.cms.gov/Medicare/Medicare-Contracting/Medicare-Administrative-Contractors/MedicareAdministrativeContractors.xhtml
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work to refine care delivery systems at the state level, striving to
improve the quality, timing, and cost of care for Medicare patients.

Core functions of the QIO Program are:

■ Improving quality of care for beneficiaries;
■ Protecting the integrity of the Medicare Trust Fund by ensuring

that Medicare pays only for services and goods that are
reasonable and necessary and that are provided in the most
appropriate se�ing; and

■ Protecting beneficiaries by expeditiously addressing individual
complaints, such as beneficiary complaints; provider-based
notice appeals; violations of the Emergency Medical Treatment
and Labor Act (EMTALA); and other related responsibilities as
expressed in QIO-related law.6

CMS directs two types of QIOs: Beneficiary and Family Centered
Care (BFCC) and Quality Innovation Network (QIN).

BFCC-QIOs assist Medicare beneficiaries with quality of care reviews
and complaints, along with handling appeals related to provider
decisions on discharges or discontinuation of services. QIN-QIOs bring
together Medicare beneficiaries, providers, and communities to work on
data-driven initiatives involving safety, health quality, and care
coordination.6

Part A: Hospital insurance
Hospitals report Part A services by using diagnosis codes and
procedure codes that together determine Medical Severity-Diagnosis
Related Groups (MS-DRG) assignment. You will be learning more about
MS-DRGs in Chapter 27 of this text.

Beneficiaries are automatically eligible for Part A, hospital insurance,
when they are eligible for Medicare benefits.

During a hospital inpatient stay, Part A pays for a semiprivate room
(two to four beds), meals and special diet, plus all other medically
necessary services except personal-convenience items and private-duty
nurses. Also covered are general nursing, drugs as part of the inpatient
treatment, and other hospital services and supplies. Part A can also help
pay for inpatient care in a Medicare-certified skilled nursing facility if
the patient’s condition requires daily skilled nursing or rehabilitation
services that can be provided only in a skilled nursing facility. Skilled
nursing care means care that can be performed only by or under the
supervision of licensed nursing personnel. Skilled rehabilitation
services may include such services as physical therapy performed by or
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under the supervision of a professional therapist. The skilled nursing
care and skilled rehabilitation services received must be based on a
physician’s orders. Part A pays for a semiprivate room in the skilled
nursing facility, plus meals, nursing services, and drugs.

Part A can pay for covered home health care visits from a
participating home health agency. The visits can include part-time
skilled nursing care and physical therapy or speech therapy when the
services are approved by a physician.

Hospice provides relief (palliative) care and support care to
terminally ill patients. Part A also pays for hospice care for terminally ill
patients when a physician has certified that the patient is terminally ill
and is expected to live 6 months or less if the disease runs its normal
course. Further, the patient has elected to receive care from a hospice
rather than the standard Medicare benefits, and the hospice is
Medicare-certified. Items covered include nursing services, physician
services, services of a home health care aide, homemaker services,
medical supplies, counseling, and any other Hospice item or service
which is specified in the plan and for which payment may otherwise be
made.7

Part B: Supplementary insurance
Part B is not automatically provided to beneficiaries when they become
eligible for Medicare. Instead, beneficiaries must purchase the benefits
with a monthly premium. Part B helps pay for medically necessary
professional services, outpatient hospital services, home health care,
and a number of other medical services and supplies that are not
covered by Part A. Beneficiaries pay a premium each month. There are
circumstances in which the premium may vary. If Medicare recipients
do not sign up for Medicare when they become eligible, they will be
penalized. The cost of enrolling in Medicare will increase by 10% each
year that they could have obtained coverage, unless they qualify under
a special case. The penalty will be in effect as long as they retain
coverage. These Part B services are reported using diagnosis codes, CPT
codes for the procedure (service), and HCPCS codes (National Level II
codes) for the additional supplies and services.

Part C: Medicare advantage organizations
Medicare Part C is also known as Medicare Advantage Organizations
(formerly Medicare + Choice) and is a set of health care options (that
must cover all the same services Part A and B cover) from which
Medicare beneficiaries can choose their health care providers. The
options available under Part C are:
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■ Health Maintenance Organization (HMO)
■ Preferred Provider Organization (PPO)
■ Private Fee-for-Service Plan (PFFS)
■ Special Needs Plan (SNP)
■ Medical Savings Account (MSA)
■ HMO Point of Service (HMOPOS)

Medicare Advantage Plans may offer the option to purchase additional
benefits, such as vision, hearing, dental, and/or health and wellness
programs, and prescription drug coverage that the original Medicare
does not offer. The managed plan, such as an HMO, has a contract to
deliver Medicare services under the plan and provides the same
services to all beneficiaries enrolled under Part C. The beneficiary is still
under the coverage of Medicare but has opted to utilize a different way
of receiving services.

Part D: Prescription drugs
The Medicare Prescription Drug, Improvement, and Modernization Act
of 2003 (MMA) (Pub. L. 108–173, enacted December 8, 2003) established
a prescription drug benefit under Part D of the Medicare program. On
January 1, 2006, Medicare beneficiaries could enroll in the Medicare
prescription drug plan (Part D) and choose between several plans that
offered drug coverage. Medicare beneficiaries are charged a premium
each month to be a member of these plans and receive the Medicare Part
D drug benefit, pay a deductible, and a copayment.

 QUICK CHECK 1-1
Match the Medicare part(s) with the correct phrase(s) below.

1. Automatic coverage under Social Security _____
2. Optional coverage under Social Security _____
3. Hospice care coverage _____
4. Prescription drug coverage _____
5. Physician visit coverage _____
6. Beneficiary pays premium for coverage _____
7. Codes assigned for payment using diagnoses; CPT; and HCPCS

_____
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(Answers are located in Appendix B)

EXERCISE 1-1 Medicare
Using the information presented in this chapter, complete the
following:

1 The major third-party payer in the United States is the
_____________.

2 The Medicare program was established in what year?
_____________

3 Hospital Insurance is Medicare Part _____________.
4 Supplemental Medical Insurance is Medicare Part _____________.

(Answers are located in Appendix B)

 The CMS website is located at www.cms.gov and
contains information about the Medicare program. Through it, you can
link to useful information concerning Medicare providers.

http://www.cms.gov/
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Health insurance portability and
accountability act
HIPAA stands for the Health Insurance Portability and Accountability
Act of 1996 (also known as the Kennedy-Kassebaum Law) and includes
provisions for governing:

■ Health coverage portability
■ Health information privacy
■ Administrative simplification
■ Medical savings accounts
■ Long-term care insurance

The section of the Act that has resulted in the most major change to
the health care industry is the administrative simplification portion of
which there are four parts:

■ Electronic transactions and code sets standard requirements
■ Privacy requirements
■ Security requirements
■ National identifier requirements

Electronic transactions
Uniformity is one goal of the change that took place by adopting
transaction standards for several types of electronic health information
transactions. Third-party payers (insurers) could no longer have unique
requirements for processing claims. Providers and payers covered by
HIPAA are required to provide the same information using standard
formats for processing claims and payments, as well as for the
maintenance and transmission of electronic health care information and
data. With HIPAA there is now only one way to process electronic
claims.

Transactions are activities involving the transfer of health care
information. Transmission is the movement of electronic data between
two entities and the technology that supports the transfer. For example,
if you send claims electronically to a payer, you utilize Electronic Data
Interchange (EDI) technology.

Providers must complete a Standard Electronic Data Interchange
(EDI) Enrollment Form before submi�ing electronic media claims
(EMC) or other EDI transactions. The software that supports the
electronic transmissions must be compatible with the HIPAA
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transaction standard Version 5010 and the National Council for
Prescription Drug Programs (NCPDP) version D.0.

 CODING SHOT
Years ago, each payer had different requirements for codes and forms
in medical insurance billing. The federal government determined that
in addition to providing an employee the opportunity to continue
coverage during a job change or loss, and limiting coverage exclusion
for pre-existing conditions, health care would benefit if every payer
and provider used the same standardized forms and codes, and if
everyone stored and transmi�ed medical insurance data electronically.
But electronic information has the potential for unauthorized access, so
legislation was needed to protect the public while at the same time
streamlining medical reporting. HIPAA was created to govern health
care portability, privacy of information, simplification of reporting by
standardizing code sets, billing forms, and rules. Over 99 percent of
Medicare Part A claims and over 96 percent of Medicare Part B claims
transactions are received electronically.8

Code sets
Code sets are composed of numbers and/or le�ers that identify specific
diagnosis and clinical procedures on claims and encounter forms. The
CPT, ICD-10-CM, and ICD-10-PCS codes are examples of code sets for
procedure and diagnosis coding. Other code sets adopted under the
administrative simplification provisions of HIPAA include those for
claims involving:

Groups Code Sets
1. Physician services/other health services HCPCS and CPT
2. Medical supplies, orthotics, and DME (durable medical

equipment)
HCPCS (A-V codes)

3. Diagnosis codes ICD-10-CM
4. Inpatient hospital procedures ICD-10-PCS
5. Dental services Dental codes (HCPCS, D

codes)
6. Drugs/biologics National Drug Classifications

(NDC)

From the Trenches
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 “The pressure to improve medical revenue is a constant
pressure in today’s workplace. We need to stay focused and firm when it comes
to coding as the documentation has to support what we are billing to any given
payer.”

KATHY BUCHDA, CPC, CPMA, REVENUE RECOGNITION,
FOREST CITY, IA

Privacy requirements
HIPAA also has privacy requirements (known as the “privacy rule”)
that govern disclosure of patient protected health information (PHI)
placed in the medical record by physicians, nurses, and other health
care providers. This includes conversations with nurses and other staff
about the patient’s health care or treatment. All PHI is included in the
privacy requirements.

Security requirements
There are security regulations that address the administrative, technical,
and physical safeguards required to prevent unauthorized access to
protected health care information. There are significant penalties for
those who breach the security of the medical record or PHI. Do not
access any medical documentation that you are not authorized to
access. You are only to access information that you have a work-related
reason to access.

Facilities must train their employees in their privacy procedures and
designate an individual to be responsible for ensuring the procedures
are followed. If an employee fails to follow the established procedures,
the facility is required by law to take appropriate disciplinary action.

Security has become a significant concern since computers are being
used to store patient information. The two major terms used to describe
the format of the electronic health record are:

■ Electronic medical record (EMR)—a computerized health record
limited to one practice
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■ Electronic health record (EHR)—the entire health record
compiled from multiple sources

National provider identification
HIPAA also requires health care providers, health plans, and employers
to have National Provider Identification (NPI) numbers that are unique
identification on transactions. The NPI is entered onto the claim forms
to identify the provider(s) of the services.

 Further information about HIPAA can be found at
h�ps://www.cms.gov/Regulations-and-Guidance/Administrative-
Simplification/HIPAA-ACA/index.html and www.hhs.gov/hipaa.

https://www.cms.gov/Regulations-and-Guidance/Administrative-Simplification/HIPAA-ACA/index.xhtml
http://www.hhs.gov/hipaa
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Federal register
The Federal Register is the official publication for all “Presidential
Documents,” “Rules and Regulations,” “Proposed Rules,” and
“Notices.” When the government institutes national changes, those
changes are published in the Federal Register. You must be aware of the
changes listed in the Federal Register that relate to reimbursement of
Medicare so as to submit Medicare charges correctly.

Most of the information in this chapter is about rules that the
government developed and introduced through the Federal Register. You
might wonder why so much time is to be spent on learning how to
follow the guidelines set by the government for reimbursement when it
is only one third-party payer. The answer is simple: Because the
government is the largest third-party payer in the nation and even a
slight change in the rules governing reimbursement to providers can
have major consequences. For example, there was a 45% decrease in the
number of inpatient hospital beds between 1975 and 1996,9 directly
related to a government-implemented inpatient reimbursement system
that you will learn about in Chapter 27, the MS-DRGs. Often, more than
half of the patients in a hospital are Medicare patients. Because the
government is such an important payer in the health care system, you
must know how to interpret the government’s directives published in
the Federal Register. In addition, most commercial insurers have adopted
Medicare payment philosophies for their own reimbursement policies.
The government has changed health care reimbursement through the
Medicare program, and even more changes are promised for the future.

 You can access the Federal Register at
www.federalregister.gov/ or h�ps://www.govinfo.gov/, the Federal
Digital System. Locating and reviewing some of the issues would be an
excellent educational activity.

The October editions of the Federal Register are of special interest to
hospital facilities because the hospital updates are released in that
edition. Outpatient facilities are especially interested in the November
or December edition of the Federal Register because Medicare
reimbursements for outpatient services are usually published in one of
those editions. Each year, when changes to the various payment
systems are proposed, those proposed changes are published early in
the year, and a period of several months is offered to interested parties
to comment and make suggestions on the proposed changes. The final
rules are usually published in the fall editions and implemented in the
following calendar year. Some addendums are particularly helpful to

http://www.federalregister.gov/
http://www.gpo.gov/fdsys/
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the coder because they list the active codes, noncovered codes, bundled
codes, etc.

Fig. 1-3 shows a copy of a portion of the Federal Register; it is marked
to indicate the location of the following details:

1. The regulation’s issuing office
2. The subject of the notice
3. The agency
4. The action
5. A summary
6. The dates
7. Contacts for further information
8. Supplementary information
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FIGURE 1–3 Example of page from Federal Register.

Items 1 through 8 are always placed before the Final Rule, which is
the official statement of the entire rule.

EXERCISE 1-2 Federal Register
Answer the following questions:

1 Which edition of the Federal Register is of special interest to
hospital facilities? _____________________________________

2 Which edition of the Federal Register is of special interest to
outpatient facilities? ____________________________________

Using Fig. 1-3, answer the following questions:
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3 What is the issuing office?
_________________________________________________________
____________________

4 What is the effective date?
_________________________________________________________
_____________________

5 What is the Action?
_________________________________________________________
_________________________

6 According to the “For Further Information Contact” section, who
is the person you would contact about this publication?
_________________________________________________________
_______________________________________

(Answers are located in Appendix B)
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Outpatient resource-based relative
value scale (RBRVS)
Physician payment reform was implemented to:

1. Decrease Medicare expenditures
2. Redistribute physicians’ payments more equitably
3. Ensure quality health care at a reasonable rate

Before January 1, 1992, payment under Medicare Part B for physicians’
services was based on a reasonable charge that, under the Social
Security Act, could not exceed the lowest of (1) the physician’s actual
charge for the service, (2) the physician’s customary charge for the
service, or (3) the prevailing charges of physicians for similar services in
the locality.

The act also required that the local prevailing charge for a physician’s
service not exceed the level in effect for that service in the locality for
the fiscal year ending on June 30, 1973. Some provision was made for
changes in the level on the basis of economic changes. When there were
economic changes in the country, the Medicare Economic Index (MEI)
reflected these changes. Until 1992, the MEI tied increases in the
Medicare prevailing charges to increases in the costs of physicians’
practice and general wage rates throughout the economy as compared
with the index base year. The MEI was first published in the Federal
Register on June 16, 1975, and has been recalculated annually since then.

Congress mandated the MEI as part of the 1972 Amendment to the
Social Security Act. The 1972 Amendment to the Act did not specify the
particular type of index to be used; however, the present form of the
MEI follows the recommendations outlined by the Senate Finance
Commi�ee in its report accompanying the legislation. The MEI a�empts
to present an equitable measure for changes in the costs of physicians’
time and operating expenses.

A major change took place in Medicare in 1989 with the enactment of
the Omnibus Budget Reconciliation Act of 1989 (OBRA), Public Law
101-239. Section 6102 of PL 101-239 amended Title XVIII of the Social
Security Act by adding Section 1848, Payment for Physician Services.
The new section contained three major elements:

1. Establishment of standard rates of increase of expenditures for
physicians’ services

2. Replacement of the reasonable charge payment mechanism by a
fee schedule for physicians’ services
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3. Replacement of the maximum actual allowable charge (MAAC),
which limits the total amount non-QIO physicians could charge

Revisions were made and a new Omnibus Budget Reconciliation Act of
1990 was passed. OBRA 1990 contained several modifications and
clarifications of the provisions establishing the physician fee schedule.
This final rule required that before January 1 of each year, beginning
with 1992, the Secretary establish, by regulation, fee schedules that
determine payment amounts for all physicians’ services furnished in all
fee schedule areas for the year.

The physician fee schedule is updated each year and is composed of
three basic elements:

1. The relative value units (RVUs) for each service
2. A geographic adjustment factor to adjust for regional variations

in the cost of operating a health care facility
3. A national conversion factor

 The Physician Fee Schedule (PFS) is located at
www.cms.gov/Medicare/Medicare-Fee-for-Service-
Payment/PhysicianFeeSched/index.html.

 The CMS Physician Fee Schedule Search can be
accessed at www.cms.gov/apps/physician-fee-schedule/search/search-
criteria.aspx.

Medicare volume performance standards have been developed to be
used as a tool to monitor annual increases in Part B expenditures for
physicians’ services and, when appropriate, to adjust payment levels to
reflect the success or failure in meeting the performance standards.
Various financial protections have been designed and instituted on
behalf of the Medicare beneficiary.

Relative value unit
Nationally, unit values are assigned for each service and are determined
on the basis of the resources necessary to the physician’s performance of
the service. By analyzing a service, a Harvard team was able to identify
its separate parts and assign each part a relative value unit (RVU). These
parts or components are as follows:

http://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/PhysicianFeeSched/index.xhtml
http://www.cms.gov/apps/physician-fee-schedule/search/search-criteria.aspx
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1. Work. The work component is identified as the amount of time,
the intensity of effort, and the technical expertise required for
the physician to provide the service.

2. Overhead. The overhead component or practice expense is
identified as the allocation of costs associated with the
physician’s practice (e.g., rent, staffing, supplies) that must be
expended in order to provide a service.

3. Malpractice. The malpractice component is identified as the cost
of the medical malpractice insurance coverage/risk associated
with providing the service.

The sum of the units established for each component of the service
equals the total RVUs of a service.

A relative value was established for a midlevel, established-patient
office visit (99213) and all other services are valued at, above, or below
this service relative to the work, overhead, and malpractice expenses
associated with the service.

Geographic practice cost index
The Urban Institute developed scales that measure cost differences in
various areas. The Geographic Practice Cost Indices (GPCIs) have been
established for each of the prevailing charge localities. An entire state
may be considered a locality for purposes of physician payment reform.
The GPCIs reflect the relative costs of practice in a given locality
compared with the national average. A separate GPCI has been
established and is applied to each component of a service.

Conversion factor
The conversion factor (CF) is a national dollar amount that is applied to
all services paid on the basis of the Medicare Fee Schedule. Congress
provided a CF to be used to convert RVUs to dollars. Updated annually
on the basis of the data sources, the CF indicates:

■ Percent changes to the Medicare Economic Index (MEI)
■ Percent changes in physician expenditures
■ Relationship of expenditures to volume performance standards
■ Change in access and quality

The CF varies according to the type of service provided (e.g., medical,
surgical, nonsurgical).
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Medicare volume performance standards
The Medicare Volume Performance Standards (MVPS) are best thought
of as an object. “It” represents the government’s estimate of how much
growth is appropriate for nationwide physician expenditures paid by
the Part B Medicare program. The purpose of MVPS is to guide
Congress in its consideration of the appropriate annual payment
update.

The Secretary of Health and Human Services must make MVPS
recommendations to Congress by April 15 for the upcoming fiscal year,
and by May 15, the Physician Payment Review Commission (PPRC)
must make its recommendations for the fiscal year. Congress has until
October 15 to establish the MVPS by either accepting or modifying the
two proposed MVPS recommendations.

If Congress does not react by October 15, the MVPS rate is established
by using a default mechanism. If the default mechanism is used, the
Secretary is then required to publish a notice in the Federal Register that
provides the formula for deriving the MVPS.

Variations in health care usage by Medicare patients occur every year.
Because Medicare strives for a balanced budget, if CMS agrees to pay
for additional services not previously paid for or increases the weights
of CPT codes, thus increasing reimbursement, then discounts are taken
across the board so that more money than authorized is not spent and
the budget remains balanced.

Beneficiary protection
Several provisions in the Physician Payment Reform were designed to
protect Medicare beneficiaries.

1. As of September 1, 1990, all providers must file claims for their
Medicare patients (free of charge). In addition, claims must be
submi�ed according to timely filing guidelines. As of January 1,
2010, the Patient Protection and Affordable Care Act requires
physicians and suppliers to submit claims within 12 months of
the service date. Assigned claims submi�ed more than 12
months after the date of service will be denied payment.

2. The Omnibus Budget Reconciliation Act of 1989 requires
participating physicians to accept the amount paid for eligible
Medicaid services (mandatory assignment) as payment in full.

3. Effective January 1, 1991, the Maximum Actual Allowable
Charge (MAAC) limitations that applied to nonparticipating
physician charges were replaced by new limits called limiting
charges. The provisions of the new limitations state that
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nonparticipating physicians and suppliers cannot charge more
than the stated limiting charge.

Limiting charge
In 1991 and 1992, the limiting charge was specific to each physician.
Beginning in 1993, the limiting charge for a service has been the same
for all physicians within a locality, regardless of specialty.

The limiting charge applies to every service listed in the Medicare
Physicians’ Fee Schedule that is performed by a nonparticipating
physician. This includes global, professional, and technical services
performed by a physician. When a nonphysician provider (e.g., portable
x-ray supplier, laboratory technician) performs the technical component
of a service that is on the fee schedule, the limiting charge does not
apply. CPT codes are assigned many different prices. The amount is
determined by multiplying the RVU weight by the geographic index
and the conversion factor for the fee schedule amount. If a physician is
participating, he or she receives the fee schedule amount. If the
physician is not participating, the fee schedule amount or the allowable
payment is slightly less than the participating physician’s payment. The
limiting charge is a percentage over the allowable (e.g., 115% times the
allowable amount). The limiting charge is important because that is the
maximum amount a Medicare patient can be billed for a service. For
covered services, Medicare usually pays 80% of the allowable amount
for participating physicians. The beneficiary is then balance-billed,
which means that the patient is billed the difference between what
Medicare pays and the limiting charge.

Example
Limiting charge
is

$115 (Maximum charge)

Allowable is $100
Medicare pays $80 (Medicare pays 80%)
Patient is billed $35 ($20, 20% of $100, and $15, the remainder of the limiting charge

maximum)

Physicians may round the limiting charge to the nearest dollar if they
do this consistently for all services.

Uniformity provision
Equitable use of the Medicare fee schedule requires a payment system
with uniform policies and procedures. Because the relative value of the
work component of a service is the same nationwide (except for a
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geographic practice cost adjustment), it is important that when
physicians across the country are paid for a service, they be paid the
same amount, or “package.” For example, the preoperative and
postoperative periods included in the payment must be the same. To
prevent variation in interpretation, standard definitions of services are
required.

Adjustments
Whenever an adjustment of the full fee schedule amount is made to a
service, the limiting charge for that service must also be adjusted. These
adjustments are identified on the physician disclosure, which is
provided to all physicians during the participating enrollment period
each year.

Adjustments to the limiting charge must be manually calculated
before submi�ing claims for all services in which a fee schedule
limitation applies.

Payments to nonparticipating physicians do not exceed 95% of the
physician fee schedule for a service.

Site-of-service limitations
Services that are performed primarily in office se�ings are subject to a
payment discount if they are performed in an outpatient hospital
department. There is a national list of procedures that are performed
50% of the time in the office se�ing. These procedures are subject to site-
of-service limitations for which a discount is taken on any service that is
performed in a se�ing other than a clinic se�ing. For instance, an
arthrocentesis is normally performed in the office. If a physician
provides this service in a hospital outpatient se�ing, the limiting charge
will be less than that for the office se�ing. This is because the hospital
will also be billing Medicare for the use of the room and the supplies.
Medicare has a built-in practice expense, or overhead, for the clinic
se�ing (the RVU weight for practice expense), and Medicare doesn’t
want to pay twice for the overhead; therefore, part of the overhead is
reduced from the physician’s payment to offset the hospital payment.
For these procedures, the practice expense RVU is reduced by 50%.
Payment is the lower of the actual charge or the reduced fee schedule
amount.

There are many rules and regulations when reporting Medicare
services, and these rules and regulations become “adjustments” to the
final payments providers receive. As an example, review the following
rules regarding the assignment of just a few modifiers.
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Surgical modifier circumstances

Multiple surgeries
General.
If a surgeon performs more than one procedure on the same patient on
the same day, discounts are made on all subsequent procedures,
excluding add-on codes. Medicare will pay 100% of the fee for the
highest value procedure, 50% for the second most expensive procedure,
and 50% for the third, fourth, and fifth procedures. Each procedure after
the fifth procedure requires documentation and special review to
determine the payment amount. Discounting is why the order of the
codes and the use of modifiers are so important! These discount
amounts are subject to review every year by the CMS.

Third-party payers often follow different discount limits rules from
those of Medicare. It is necessary to keep abreast of payer discounting
rules.

Endoscopic procedures.
In the case of multiple endoscopic procedures, in the same indented
category of the CPT, Medicare allows the full value of the highest
valued endoscopy, plus the difference between the next highest
endoscopy and the highest valued endoscopy. As in all other
reimbursement issues, some non-Medicare carriers follow this pricing
method, whereas others follow their own multiple-procedure
discounting policies.

Dermatologic surgery.
For certain dermatology services, there are CPT codes that indicate that
multiple surgical procedures have been performed. When a CPT code
description states “additional,” the general multiple-procedure rules do
not apply. For example, code 11001, which is an indented code under
11000, states “each additional” in the code description, and the general
multiple-procedure rules do not apply because of this statement in the
code description.

Providers furnishing part of the global fee package.
Under the fee schedule, Medicare pays the same amount for surgical
services furnished by several physicians as it pays if only one physician
furnished all of the services in the global package.

Medicare pays each physician for his or her part of the global surgical
services. The policy is wri�en with the assumption that the surgeon
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always furnishes the usual and necessary preoperative and
intraoperative services and also, with a few exceptions, in-hospital
postoperative services. In most cases, the surgeon also furnishes the
postoperative office services necessary to ensure normal recovery from
the surgery. Recognizing that there are cases in which the surgeon turns
over the out-of-hospital recovery care to another physician, Medicare
has determined percentages of payment if the postoperative care is
furnished by someone other than the surgeon. These are weighted
percentages based on the percentage of total global surgical work.

For example:

■ Preoperative care 15%
■ Intraoperative service 70%
■ Postoperative care 15%

Again, become familiar with individual third-party payer policies,
because some may not split their global payments in this manner.

Physicians who assist at surgery.
Physicians assisting the primary physician in a procedure receive a set
percentage of the total fee for the service. Medicare sets the payment
level for assistants-at-surgery at 16% of the fee schedule amount for the
global surgical service. Non-Medicare payers may set this percentage at
20% or more. CPT modifiers -80 (Assistant Surgeon), -81 (Minimum
Assistant Surgeon), and -82 (Assistant Surgeon, when qualified resident
surgeon not available) and HCPCS modifier -AS (Assistant at Surgery)
would be appended to the code to indicate the type of assistant.

Two surgeons and surgical team.
When two primary surgeons (usually of different specialties) perform a
procedure, each is paid an equal percentage of the global fee. For co-
surgeons, Medicare pays 125% of the global fee, dividing the payment
equally between the two surgeons (each will receive the lesser of the
actual charge or 62.5% of the global fee). No payment is made for an
assistant-at-surgery when co-surgeons perform the procedure.

For team surgery, a medical director determines the payment
amounts on an individual basis. Modifiers -62 (Two Surgeons) or -66
(Surgical Team) would be appended to the procedure code.

Purchased diagnostic services.
For physicians who bill for a diagnostic test performed by an outside
supplier, the fee schedule amount is limited to the lower of the billing
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physician’s fee schedule amount or the price paid for the service.

Reoperations.
The amount paid by Medicare for a return to the operating room for
treatment of a complication is limited to the intraoperative portion of
the code that best describes the treatment of the complications.

When an unlisted procedure is reported because no other code exists
to describe the treatment, payment is usually based on a maximum of
50% of the value of the intraoperative services originally performed.

Modifiers -78 (Return to Operating/Procedure Room for a Related
Procedure During the Postoperative Period) or -79 (Unrelated
Procedure or Service by the Same Physician or Other Qualified Health
Care Professional During the Postoperative Period) would be appended
to the code to more specifically identify that the service was a
reoperation.

Third-party payers have their own guidelines. Many do not apply
discounts for these subsequent surgical procedures.

 CMS publishes the RVUs on their website
(www.cms.gov/Medicare/Medicare-Fee-for-Service-
Payment/PhysicianFeeSched/PFS-Relative-Value-Files.html). In your job
in the medical office, you may be responsible for downloading the new
RVUs when they are posted, usually in October of each year. So, it is a
good idea to know where to locate this information!

EXERCISE 1-3 RBRVS
Fill in the blanks with the correct words:

1 What does RBRVS stand for?
_________________________________________________________
________________________________

2 The Medicare Economic Index is published in what publication?
_________________________________________________________
________________________________

3 In 1989, a major change took place in Medicare with the enactment
of
_________________________________________________________
________________________________.

(Answers are located in Appendix B)

http://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/PhysicianFeeSched/PFS-Relative-Value-Files.xhtml
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Medicare fraud
Fraud defined
The Medicare program is subject to fraud, as is any third-party payer
program. But because Medicare is the largest third-party payer, it has
the most comprehensive anti-fraud program. You must understand the
specifics of this program because you will be submi�ing Medicare
claims. CMS is responsible for establishing the regulations that monitor
the Medicare program for fraud. CMS publishes fraud guidelines for
professionals (www.cms.gov/FraudAbuseforProfs/) that contain links to
the latest fraud and abuse information.

Fraud is the intentional deception or misrepresentation that an
individual knows to be false or does not believe to be true and makes it
knowing that the deception could result in some unauthorized benefit
to himself/herself or some other person. Fraud involves both deliberate
intention to deceive and an expectation of an unauthorized benefit. By
this definition, it is fraud if a claim is filed for a service rendered to a
Medicare patient when that service was not actually provided. How
could this type of fraud happen? The fact is that most Medicare patients
sign a standing approval, which assigns benefits to the provider and is
kept on file in the medical office. Having a standing approval is
convenient for the patient and for the coding staff. After the patient has
received a service, the Medicare claim is filed automatically, without the
patient’s actual signature. But a standing approval also makes it easy
for unscrupulous persons to submit charges for services never
provided. This circumstance also makes it possible for extra services to
be submi�ed in addition to services that were provided (upcoding).
Suppose, for example, a patient came in for an office visit and a claim
was submi�ed for an in-office surgical procedure that was not
performed. That’s also fraud.

 CAUTION
The most common kind of fraud arises from a false statement or
misrepresentation made, or caused to be made, that results in additional
payment by the Medicare program.

Who are the violators?
The violator may be a physician or other practitioner, a hospital or other
institutional provider, a clinical laboratory or other supplier, an
employee of any provider, a billing service, a beneficiary, a Medicare
employee, or any person in a position to file a claim for Medicare

http://www.cms.gov/FraudAbuseforProfs/
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benefits. You will be the person filing Medicare claims so you have to be
careful about the claims you submit. It is important to validate that the
service was provided by consulting the medical record or the physician.

Medicare Learning Network (MLN), the CMS educational Center on
the Web, contains publications and Web-Based Training (WBT) courses
on fraud and abuse (www.cms.gov/Outreach-and-Education/Medicare-
Learning-Network-MLN/MLNProducts/WebBasedTraining.html).
Upon creating a training account, you’ll be able to access a list of
courses, and one of them is “Medicare Fraud and Abuse.”

Fraud schemes range from those commi�ed by individuals acting
alone to broad-based activities perpetrated by institutions or groups of
individuals, sometimes employing sophisticated telemarketing and
other promotional techniques to lure consumers into serving as
unwi�ing tools in the schemes. Seldom do such perpetrators target just
one insurer; nor do they focus exclusively on either the public or the
private sector. Rather, most are found to be defrauding several private-
and public-sector victims such as Medicare simultaneously.

What forms does fraud take?
The most common forms of Medicare fraud are:

■ Billing for services not furnished
■ Misrepresenting a diagnosis to justify a payment
■ Soliciting, offering, or receiving a kickback
■ Unbundling, or “exploding,” charges
■ Falsifying certificates of medical necessity, plans of treatment,

and medical records to justify payment
■ Billing for additional services not furnished as billed-up coding
■ Routine waiver of copayment

Who says what is fraudulent?
CMS administers the Medicare program. CMS’s responsibilities include
managing claims payment, overseeing fiscal audit and/or overpayment
prevention and recovery, and developing and monitoring the payment
safeguards necessary to detect and respond to payment errors or
abusive pa�erns of service delivery. Within CMS’s Bureau of Program
Operations is the Office of Benefits Integrity (OBI), which oversees
Medicare’s payment safeguard program related to fraud, audit, medical
review, the collection of overpayments, and the imposition of civil
monetary penalties (CMPs) for certain violations of Medicare law.

The Office of the Inspector General (OIG), Department of Health and
Human Services, is responsible for developing a work plan that outlines

http://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/WebBasedTraining.xhtml


86

the ways in which the Medicare program is monitored to identify fraud
and abuse. The plan is updated monthly on the OIG HHS website
(h�ps://oig.hhs.gov/reports-and-publications/workplan/index.asp) and
provides the current evaluation methods and approaches that will be
taken to monitor the Medicare program. For example, this excerpt from
the January 2019 Work Plan update identifies a specific area that was
expected to be monitored in 2019:

TOOLBOX 1-1 
Susan recently graduated as a medical coder and has been employed at
Island Clinic for three months. While coding last Monday, she
encountered a superbill for a Medicare patient for an office visit for $62,
but there was no supporting documentation in the patient’s medical
record. Susan questioned the physician, and he said that he just forgot
to do the paperwork and asked her to send the claim to Medicare with
a promise to complete the paperwork later.

Questions
Susan should do which of the following:

a. Complete the claim and send it in, and write a reminder to the
physician to complete the documentation.

b. Wait until the physician completes the documentation.
c. Inform the physician that she cannot submit a claim without

appropriate documentation in the medical record.

Answers are located in Appendix B.

Medicare outpatient outlier payments for claims with credits for
replaced medical devices
CMS requires hospitals to submit a zero or token charge when they
receive a full credit for a replacement device, but CMS does not specify
how charges should be reduced for partial credits. CMS makes an
additional payment (an outpatient outlier payment) for hospital
outpatient services when a hospital’s charges, adjusted to cost, exceed a
fixed multiple of the normal Medicare payment. 42 CFR § 419.43(d).
Prior OIG reviews focused on finding unreported credits for medical
devices and recommended that CMS recoup Medicare funds for the
overstated ambulatory payment classification payment only. This audit
focuses on overstated Medicare charges on outpatient claims that
contain both an outlier payment and a reported medical device credit.

https://oig.hhs.gov/reports-and-publications/workplan/index.asp
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We will determine whether Medicare payments for replaced medical
devices and their respective outlier payments were made in accordance
with Medicare requirements. (Report Number: W-00-19-35819; expected
issue date: FY 2019)10

The OIG charges the MACs with doing the actual monitoring. The
OIG Work Plan sets the broad boundaries for monitoring the Medicare
program for fraud and abuse.

 The site h�ps://oig.hhs.gov/reports-and-
publications/workplan/index.asp contains the latest OIG work plan as
well as archived work plans.

Specific regulations are in the IOMs
CMS establishes the specific regulations in the Internet-Only Manuals
(IOMs) for the providers and carriers to follow. You will deal with
regulations as you report Medicare services in order to know what is
allowable and what fraud and abuse are.

 The IOMs are located at www.cms.gov/Regulations-
and-Guidance/Guidance/Manuals/Internet-Only-Manuals-IOMs.html
and publication 100-08, Medicare Program Integrity Manual presents
principles and values to protect the Medicare program from fraud and
abuse.

A�empts to defraud the Medicare program may take a variety of forms.
The following are some more examples of how fraud may be
perpetrated:

■ Billing for services or supplies not provided;
■ Deliberately applying for duplicate payment (e.g., billing both

Medicare and the beneficiary for the same service or billing both
Medicare and another insurer in an a�empt to get paid twice);

■ Soliciting, offering, or receiving a kickback, bribe, or rebate (e.g.,
paying for a referral of patients in exchange for the ordering of
diagnostic tests and other services or medical equipment);

■ Unbundling or “exploding” charges (e.g., the billing of a
multichannel set of lab tests to appear as if the individual tests
had been performed);

■ Completing Certificates of Medical Necessity (CMN) for
patients not personally and professionally known by the

https://oig.hhs.gov/reports-and-publications/workplan/index.asp
http://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Internet-Only-Manuals-IOMs.xhtml

