
1

Does Coding Affect Compliance?

Ronda Tews, CPC, CHC, CCP-P
Corporate Compliance Project Manager

Coding

“A joint effort between 
the healthcare provider 
and the coder is 
essential to achieve 
complete and accurate 
documentation, code 
assignment, and 
reporting of diagnoses 
and procedures.”
ICD-9-CM Official Guidelines 
for Coding and Reporting
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Coding professionals should only assign and report 
those codes that are clearly supported by physician 
documentation.
It is inappropriate for coders to:

� Misrepresent the patients clinical picture through improper coding

� Add or exclude diagnoses or procedures because payment or insurance policy 
coverage requirements will be affected

� Code according to what they believe the physician performed based on his 
documentation for the same procedures in the past.

� Code anything that is not supported by documentation

� Code from unclear documentation or omit a possible code without querying the 
physician for clarification.

Compliance

• An effective compliance plan should include 
the following 7 elements:
– Standards and Procedures
– Oversight
– Education and Training
– Monitoring and Auditing
– Reporting and Investigation
– Discipline and Enforcement
– Response and Prevention
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Compliance~Coding
Go Hand-In-Hand

• Standards & Procedures
– Any documentation standards 

or coding policies, procedures 
and regulations to follow?

• Education & Training
– Annual coding changes, 

additions, deletions
• Monitoring & Auditing

– Verifying coding is accurate, 
number of denials, etc.  Audit 
requests from Medicare or 
Medicaid?

Who is the OIG?

Office of the Inspector General
The Office of the Inspector General is an agency 
within the Department of Health and Human 
Services that is charged with the investigation of 
suspected fraud and abuse.  The OIG also 
imposes civil monetary penalties and other 
administrative actions, including program 
exclusion against health care providers for fraud 
and abuse misconduct.  The OIG refers cases of 
fraud to the U.S. Department of Justice and other 
federal agencies for further criminal and/or civil 
action.  
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Why is the OIG motivated?
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False Claims Act
The False Claims Act prohibits knowingly presenting or causing to be 
presented claims for payment from the Federal government that are false 
or fraudulent. 

��������	
�
The False Claims Act defines “knowing”/”knowingly” to mean that 

“a person, with respect to information--

1) Has actual knowledge of the information

2) Acts in deliberate ignorance of the truth or falsity of the information; or

3) Acts in reckless disregard of the truth or falsity of the information, and 

no proof of specific intent to defraud is required. ”

31 U.S.C. 3729(b)
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False Claims Act

� Upcoding

� Unbundling

� Overriding coding edits

� Coding procedures that were not performed

� Coding secondary diagnoses not present in 
order to receive increased reimbursement

� Inappropriate use of modifiers

� Inappropriately reporting POA conditions
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Examples:

False Claims Act

King Pharmaceuticals to Pay $124 Million to Settle 
False Claims Act Charge
19 Corporate Crime Reporter 43(3), November 1, 2005
King Pharmaceuticals will pay $124 million plus interest to 
settle federal charges that it underpaid rebates owed under 
the Medicaid program and overcharged various federal 
and state governmental entities for its drug products. 
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Statistics

Statistics
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Medicare

• What is Medicare doing to combat fraud?
– Probe reviews
– NCDs

• National Coverage Determinations

– LMRPs
• Local Medical Review Policies

– RACs
• Recovery Audit Contractors

– MACs
• Medicare Administrative Contractors

– PQRI
• Physician Quality Reporting Initiative

• Can go back to 10-1-07
• What are the RACs looking for?

– Medical Necessity
– Site of Service
– Appropriate Supervision
– Incorrect Coding, Billing and/or Payment
– Correlation of Physician Coding and Hospital Coding

RACs (Recovery Audit Contractors)
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• Contractors are paid based on percentage of 
recovered money

• Contractors can apply results of review to 
remaining charts without reviewing them

• Long and difficult appeals process if we disagree 
with contractor’s findings

• Withhold current payments- not collect in one lump 
sum or wait on a check

RACs (Recovery Audit Contractors)
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Medicaid
• What is Medicaid doing to combat fraud?

– MICs (Medicaid Integrity Contractors)
• No rules for these contractors- no record limits and the time 

allowed to respond is only 15 days!

– Deficit Reduction Act of 2005
• Deficit Reduction Act of 2005 requires entities that 

receive or pay $5 million or more in Medicaid funds 
annually to provide information about fraud and abuse 
to co-workers, contractors, and agents of the entity.  If 
this is not done- they can pull your Medicaid funding.

Kansas recovers $17 million in Medicaid overpayments 
Kansas’ Medicaid program recovered more than $17 million in 2008 from 
multi-state litigation and cases against providers who commit fraud and 
abuse.

These recoveries are a record for the Kansas Attorney General’s 
Medicaid Fraud and Abuse Division, according to a press release from the 
attorney general’s office. The division recovered approximately $4.1 
million in 2007 and just $759,756 in 2006. Recoveries in 2008 stem from 
24 criminal cases, as well as multi-state lawsuits including Merck, 
GlaxoSmithKline, Walgreens, and Cephalon.

“During this time of economic uncertainty, it is critical that we do what we 
can to eliminate waste by cracking down on those who defraud the
Medicaid system or commit fraud and abuse,” Attorney General Steve Six 
said. “We are working to reduce fraud and waste in the Medicaid program
that costs Kansas taxpayers millions each year.”

Medicaid
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Mental health counselor convicted of Medicaid fraud

A mental health counselor based in Concord, NH has been 

convicted of defrauding Medicaid, according to a February 5 
Associated Press article.

According to the AP, between January 2004 and February 
2007, Lee Bird continued billing Medicaid for therapy services 
provided to Medicaid beneficiaries after he had stopped seeing 
them.

Bird will serve six months in jail with additional time suspended for 
three years and pay back $21,700 as part of a negotiated 
settlement with the Attorney General’s Office, the article states.

Medicaid

OIG is Determined
Consultant sentenced in healthcare fraud case 
On February 4, a federal judge sentenced William 
King, a consultant for skilled nursing facilities in 
Alabama, to two years in prison followed by two 
years supervised release for conspiracy to commit 
healthcare fraud, according to a Department of 
Justice (DOJ) press release.

According to the DOJ, King caused several skilled 
nursing facilities to submit false information to 
Medicare fiscal intermediaries for utilization review 
services.

“This case should make it perfectly clear that the 
OIG will actively investigate and prosecute not 
only crooked healthcare professionals and 
companies, but also those consultants who too 
often are responsible for Medicare fraud,” said 
Melody Jackson, special agent in charge for the 
OIG’s Atlanta region.
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OIG

The OIG regional office in Kansas City, MO., recently sent out audit letters to 130
hospitals that have Wisconsin Physician Services Inc. (WPS) as their Medicare 
contractor.  The letter informed the hospitals that OIG is conducting a review “to
determine whether certain claims with excessive payments as compared to charges
were appropriate.” OIG extracted outpatient claims with paid amounts that 
exceeded charges for $10,000, $5,000, $1,000 and $500 from 2004-2007.

The OIG requested that hospitals “provide supporting documentation for the claims
listed, provide a corrected claim if applicable, and research and report on the 
following”:

If the hospitals determine the claim was correct.
The hospitals must then describe controls used to flag overpayments.

OIG- KC letter

• One compliance officer’s 60-bed hospital 
was instructed to review more than 100 
claims in 16 days.
– She received more time to complete the audit
– She estimates it will cost her hospital $70,000 in 

staff time to complete the work.
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Improper Coding

When submitting a claim for Medicare reimbursement to the Government, 
the claimant must provide documentation that supports the claim.
Appropriate documentation typically involves correctly coding certain 
services to enable the Government to reimburse the healthcare provider 
at the proper rate. Coding accuracy is a major concern for all physician 
offices, clinics, and hospitals, because incorrect coding can have severe 
financial, and even criminal, consequences. Healthcare providers, such 
as hospitals and physician groups, will often contract with outside 
vendors to perform coding and billing services. The physicians send a 
copy of their charts to the vendors, which, in turn, code the services or 
procedures performed and submit a claim for reimbursement to 
Medicare. If the vendor submits reimbursement claims for a higher billing 
code than what is justified by the physician’s charts, then the vendor may 
liable for submitting false claims.

In The News…
NEW HAVEN MEDICAL CLINIC PAYS $284,398 TO SETTLE AL LEGATIONS 
UNDER THE FALSE CLAIMS ACT
Nora R. Dannehy, Acting United States Attorney for the District of Connecticut, today announced 
that TEMPLE HEALTH SERVICES, LLC, a medical clinic located at 230 George Street, New Haven, 
Connecticut, has entered into a civil settlement agreement with the Government in which it will pay 
$284,398 to resolve allegations that it violated the False Claims Act.

Acting U.S. Attorney Dannehy explained that the allegations against TEMPLE HEALTH SERVICES, 
LLC involved charges billed to Medicare for physical therapy services and physician’s services that 
were not medically necessary, or were not provided as billed. Cardiologists would refer Medicare 
patients with certain cardiac conditions to TEMPLE HEALTH SERVICES, LLC for cardiac 
rehabilitation. However, almost every time a Medicare patient went to the clinic for the cardiac 
rehabilitation services, TEMPLE HEALTH SERVICES, LLC also would bill Medicare for physical 
therapy services and a physician’s office visit, in addition to billing Medicare for the cardiac 
rehabilitation services. Acting U.S. Attorney Dannehy explained that the physical therapy services 
and physician’s services either were not medically necessary or were not provided as billed.

To resolve its liability under the False Claims Act, TEMPLE HEALTH SERVICES, LLC will pay 
double damages, in the amount of $284,398, in order to reimburse the Medicare program for 
conduct occurring between January 1, 2005 and December 31, 2007. The False Claims Act 
provides for treble damages and penalties of $5,500 to $11,000 per false claim submitted to the 
Government.
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In The News…
OBJECTIVE 
The objective of the audit was to determine the extent of Medicare Part B 
overpayments made to physicians by Wisconsin Physicians Service 
Insurance Corporation (WPS) for billings with an incorrect place of service 
code. 
FINDINGS 
Medicare overpaid physicians due to incorrect place of service coding. 
Seventy-nine of 100 sampled physician services, selected from a 
population of services identified as having a high potential for error, were 
performed in a facility but were billed by the physicians using the “office”
place of service code. As a result of the incorrect coding, Medicare paid 
the physicians a higher amount for these services. Based on a statistical 
projection, we estimate that WPS overpaid physicians $742,510 for 
incorrectly coded services provided during the 2-year period ended 
December 31, 2002. 
We attribute the overpayments to control weaknesses at WPS and at the 
physician office level. 

In The News…
OBJECTIVE 

Our objective was to determine whether Mutual made overpayments to 
hospital-based IPFs (Inpatient Psychiatric Facilities) as a result of incorrect 
coding on claims for beneficiaries who had been admitted to the IPF upon 
discharge from the acute care section of the same hospital. 

SUMMARY OF FINDINGS 
Mutual made overpayments to hospital-based IPFs as a result of incorrect coding on 
claims for beneficiaries who had been admitted to the IPF upon discharge from the 
acute care section of the same hospital. Of our 300 sampled claims, 80 were paid 
correctly, but the remaining 220 claims contained overpayments as a result of incorrect 
coding. Specifically, the hospital-based IPFs used source-of-admission codes that did 
not indicate that beneficiaries had been admitted to the IPF upon discharge from the 
acute care section of the same hospital. The 220 claims resulted in overpayments 
totaling $6,305. 

Based on these sample results, we estimated that Mutual overpaid hospital-based IPFs 
$213,320 for incorrectly coded claims for stays during CYs 2005 and 2006. We attribute 
the overpayments to internal control weaknesses at hospital-based IPFs and Mutual. 
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In The News…
Physicians did not always properly code the place of service on claims 
submitted to and paid by NHIC. Specifically, physicians incorrectly coded the 
place of service on 81of the 100 sampled claims by using the office place of 
service code even though they performed the services in an outpatient hospital 
or an ambulatory surgical center. Physicians correctly coded 19 of the 100 
sampled claims.  

As a result of the incorrect coding, NHIC overpaid the physicians $5,423 for the 81 
sampled claims. Based on a statistical projection, we estimate that NHIC overpaid 
physicians $4,254,613 for incorrectly coded services provided during the 2-year period 
that ended December 31, 2003. We attribute the overpayments to internal control 
weaknesses at the physician billing level. 

We recommend that NHIC: 
• recover the $5,423 in overpayments for the sampled services, 
• review our information on the additional 122,054 services estimated at $4,249,190 that 
were potentially billed with an incorrect place of service code and work with the 
physicians who provided the services to recover any overpayments, 
• strengthen its education process and reemphasize to physicians and their billing agents 
the importance of correctly reporting the place of service and the need for internal control 
systems to prevent Medicare billings with incorrect place of service codes, and 

In The News…
Thomas A. O'Connor, M.D., is a physician licensed to practice in the State of 
Wisconsin, who participates in the Medicare and Medicaid programs as a 
provider of services. Joint stipulations (Joint Stip.) ¶¶ 1, 4. Between October 1, 
1997, and July 31, 1999, he frequently billed the Medicare program for a 
sophisticated nuclear medicine procedure which, he admits, he did not provide.  

Instead, he provided a simpler and less expensive procedure, spirometry. Joint 
Stip. ¶¶ 7, 23. The Inspector General for the Department of Health and Human 
Services (I.G.) charges that Dr. O'Connor knew or should have known that the
claims submitted were false, and the services were not provided as claimed.  
The I.G. also charges that Dr. O'Connor knew or should have known that the 
spirometry services he actually delivered were not medically necessary. 

The I.G. proposes that he be excluded from participation in the Medicare, 
Medicaid, and all federal health care programs for a period of seven years, and 
that he pay a Civil Money Penalty (CMP) of $126,000. CLOSED SHOP
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In The News…
In the next phase, we conducted structured interviews to refine the issues we 
had developed. In addition, we spoke to 23 coders and coding consultants. Our 
range of respondents ensured a fair representation of professional opinions and 
experience. This inspection was conducted in accordance with the Quality 
Standards for Inspections issued by the President’s Council on Integrity and 
Efficiency. 
FINDINGS 
Incorrect coding affects Medicare reimbursement and causes inequities in 
payment under the Medicare Fee Schedule.

Flaws in CPT codes, guidelines and index can lead t o 
improper coding. 

. Examples illustrating code flaws occur in most sections of CPT-4. 

. Problems in CPT-4 guidelines and index also contribute to incorrect coding. 

. Some respondents have criticized the process that AMA uses to consider 
changes, additions, and deletions in CPT-4. 
The AMA and HCFA have both taken some corrective me asures to 
address coding problems.
oig.hhs.gov/oei/reports/oei-03-91-00920.pdf - 10-08-2002

Too many contractors, too little 
time…

MAC- (Medicare Administrative Contractors).  St. John’s MAC is WPS (Wisconsin Physician 
Services).  The goal of a MAC is to prevent future improper payments through pre-payment reviews 
and provider education.
CERT- (Comprehensive Error Rate Testing).  This contractor audits claims to evaluate MAC 
performance.
HPMP- (Hospital Payment Monitoring Program) This contractor audits claims to evaluate MAC 
performance.
QIO- (Quality Improvement Organization).  Performs higher-weighted DRG reviews and expedited 
coverage reviews with a focus on quality issues.
RAC- (Recovery Audit Contractors).  St. John’s RAC is HDI (Health Data Insights).  The goal of the 
RAC is to detect past improper payments.  The RAC will be able to request up to 200 records every 
45 days from St. John’s Hospital.
PSC (Program Safeguard Contractors).  This is transitioning to ZPICs (Zone Program Integrity 
Contractors).  They will focus on patterns that constitute fraud, take referrals from the other 
contractors as well as Medicare Parts A, B, C and D and Medi-Medi.
HEAT (Healthcare Fraud Prevention & Enforcement Action Team)  Focus on increasing training for 
providers on Medicare compliance, strengthening program integrity activities and improving data 
sharing between CMS and law enforcement.
MIC (Medicaid Integrity Contractor).  Focuses on Medicaid claims.
MFCU (Medicaid Fraud Control Unit).  Focuses on Medicaid fraud prevention.
Of course, we can’t forget the OIG (Office of Inspector General) and CMS (Center for Medicare and 
Medicaid Services) with enforcement of FERA (Fraud Enforcement and Recovery Act of 2009)!
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QUESTIONS?

Ronda Tews, CPC, CHC, CCP-P

Ronda.Tews@Mercy.net


