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About Our New Look . . . This GAO report was produced using a new design and printing process
to help you get the information you need more easily.

GAO is phasing in this new design. As we do so, we welcome any
comments you wish to share with us.
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In accordance with the requirement of section 2307(b)(2)(c) of the
Deficit Reduction Act of 1984 (Public Law 98-369), we reviewed the
amounts billed for teaching physician services and paid by Medicare
carriers to determine whether such payments had been ode only where
the physicians had satisfied the requirements of section
1842(b)(7)(A)(i) of the Social Security Act.

We focused on the requirement that teaching physicians must provide a
personal and identifiable service to Medicare patients and found that
about half of the services reviewed were not adequately documented to
show this. Our report discusses tnis and other issues, such as the
adequacy of Medicare documentation criteria and monitoring for
compliance with Medicare requirements.

Ia finalizing the report, we considered comments from the Department
of Health and Human Services (HHS) aid the hospitals we reviewed.
Because of actions being taken by the Health Care Financing
Administration (HCFA), the report makes no recommendations.

As arranged with your offices, copies of this report are being sent to
interested congressional committees and subcommittees; the Director,
Office of Management and Budget; the Secretary of HHS; the
Administrator of HCFA; and other interested parties.

Charles A. Bowsher
Comptroller General
of the United States



Executive Summary

Background
=MI

Of the hospitals that participate in the Medicare program, about 28 per-
cent are "teaching hospitals"they operate post-graduate programs for
resident physicians. The teaching physicians who instruct residents per-
form various functiwis including classroom instruction, making rounds
with their students, examining patients, and discussing courses of
treatment.

Medicare pays for the medical education activities of these teaching
physicians. and the salaries of residents on a cost basis. Teaching physi-
cians also treat or supervise the treatment of Medicare beneficiaries in
the hospital. Medicare pays for these services on a reasonable-charge
(fee-for-service) basis.

This dual method of paying teaching physicians has concerned the Con-
gress because of the danger that Medicare will pay twice for the same
serviceonce as a reimbursed cost and again as a fee-for-service billing.
Consequently, Medicare requires teaching physicians and the hospitals
where they practice to meet certain requirements designed to make
double payment less likely. The Deficit Reduction Act of 1984 (Public
Law 98-369, July 18, 1984) required GAO to conduct a review to deter-
mine whether these requirements were being met.

In April 1969, Medicare issued guidelines as to when teaching physi-
cians could bill on a fee-for-service basis. These guidelines permitted
payment when the teaching physician provided personal and identifi-
able patient care services. They remain in effect and are used by the
Health Care Financing Administration (HCFA), which administers the
Medicare program for the Department of Health and Human Services
(xxs).

Concerned about reported problems resulting from the dual method of
reimbursement, the Congress in 1972 enacted legislation that required
with few exceptions that teaching physicians' services be paid on a cost
basis. HHS was unsuccessful in issuing implementing regulations,
not withstanding several extensions of the effective date of the act, and

e legislation was repealed in 1980 except for some requirements that
were retained in modified form. These new requirements provide that
fee-for-service billings by teaching physicians cannot be made unless (1)
the physician renders a personal and identifiable service, (2) the ser-
vices provided are of the same character (comparable) as those provided
to non-Medicare patients, and (3) at least 25 percent of the hospital's
non-Medicare patients pay all or a substantial part of their physicians'
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Execit lye Summary

bills. The latter requirement assures that Medicare is not the only payor
of teaching physicians' services in hospitals.

To assess whether these three requirements were being met, GAO
reviewed patients' medical records for randomly selected samples of
Medicare patients from 10 hospitals in 9 states and additional informa-
tion provided by the hospitals. The states and hospitals were judg-
mentally selected; therefore, GAO't. ''sults cannot be projected
nationwide. GAO believes, however, that the data provide a good indica-
tion of the national situation because of the geographic distribution of
the areas sampled.

Results in Brief GAO reviewed fee-for-service billings by teaching physicians for inpa-
tient and outpatient services. Documentation for about half of the ser-
vices, representing about 25 percent of the amount Medicare allowed,
did not show whether the physicians had provided a personal and iden-
tifiable service (see figure 1). Consequently, for these services it could
not be shown that the first of the new requirements was met. Addition-
ally, the act's remaining two requirements were not being monitored for
compliance in the six HCFA regions covered in GAO's review.

Figure 1: Documentation of Patient Services by Hospitals Reviewed

Number of Patient Services

49%

51% Adequately
Documented

Not
t;dequately
Documented

Medicare-Allowed Charges

Not
Adequately
Documented

Adequately
Documented

Principal Findings Determining the allowability of teaching physicians' Medicare fee-for-
service claims is difficult. It entails separating physicians' teaching
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Executive Summary

functions from patient ca =.. functions, assessing physicians' relation-
ships with their patients, and monitoring physiciar -1 billing practices.

Documentation
Requirements Unclear

HCFA instructions governing the payment of teaching physicians do not
spell o; what documentation is considered appropriate to sabstantiate
entitlement to Medicare fee-for-service reimbursement. Also, documen-
tation requirements for the first provision vary substantially among
Medicare carriers (insurance companies such as Blue Shield and Aetna
that pay claims for Medicare,.

Because of variations among carriers in their documentation require-
ments for the first provision, GAO developed criteria patterned after
those followed by carriers in two HCFA regions that GAO believed were
most in line with Medicare reimbursement requirements. Under these
criteria, each physician service had to be documented in the hospital
records in a manner that showed the teaching physician's involvement
in providing the service. Hospital and medical service group officials
who were briefed on GAO'S review were concerned about GAO using docu-
mentation criteria different than those used by their carriers. Had GAO
used each respective carrier's criteria, many of the hospitals would have
had fewer services classified as inadequately documented. Nevertheless,
GAO does not believe that documentation criteria that fail to establish
the personal involvement of the teaching physician in the services billed
are adequate to assure compliance with Medicare requirements.

Services Not Adequately
Documented

GAO'S review covered 8,917 services provided to 1,165 patients. A total
of 4,515 (about 51 percent) were adequately documented and the
remaining 4,402 services (about 49 percent) were not. The total
Medicare-allowed amounts for these services was $710,820. Of this
amount, $535,613 (about 75 percent) was for adequately documented
services and $175,207 was for services not adequately documented.

Why the difference in the allowed amounts for the services? This came
about because the inadequately documented services usually involved
high-volume, low-cost services such as daily visits. Documentation for
the higher value services such as surgery usually showed how teaching
physicians were involved in providing the services.

For many of the services considered inadequately documented, GAO
could not determine from the record whether a teaching physician or a
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resident provided the services. This does not mean that teaching physi-
cians were not involved, only that the services were not sufficiently doc-
umented in the patients' records.

Requirements Not Being
Monitored

To bill Medicare on a fee for- .,ervice basis, teaching physicians must doc-
ument their patient services; the comparable-care provision must be
met; and the teaching hospitals must show that the billings meet Medi
care's 25-percent payment requirements. HCFA and carrier officials told
GAO that the latter two requirements were not being monitored for com-
pliance principally because HCFA had not issued implementing regula-
tions or instructions. Hospital officials believed their hospitals met these
requirements, and information they provided GAO orally supported their
position. Because of the absence of specific documentation requirements
and criteria necessary to assess compliance, however, GAO did not verify
whether the hospitals met these requirements.

HCFA Proposes to Clarify
Requirements

HCFA is in the process of developing regulations to implement these pro
visions; it plans to publish them for comment early in 1986. According to
HCFA officials, the proposed regulations will (1) more clearly spell out
documentation requirements for substantiating that teaching physi-
cians' services meet Medicare reimbursement requirements and (2)
establish guidelines for substantiating that hospitals are meeting the
25-percent payment requirements.

Thus teaching physicians and hospitals will be in a better position to
know what is expected of them and understand that they will be held
accountable for complying with Medicare requirements. To the extent
that HCFA is successful in issuing and enforcing such regulations, the
documentation problems GAO identified should be lessened.

Recommendation Because HCFA is in the process of developing regulations to implement
the new requirements, GAO is making no recommendations.

Agency Comments Hits commented that it had carefully reviewed GAO'S report and had no
comments.

Page 5
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Chapter 1

Introduction

Under the Medicare program, beneficiaries are eligible for assistance in
paying for a wide variety of health services including hospital and phy-
sician services. About 28 percent of the hospitals that participate in
Medicare have programs for training physicians after medical school
graduation; these hospitals are known as teaching hospitals. The physi-
cians, known as residents, receive specialized training in a particular
area of medicine (internal medicine. neurosurgery, cardiology, etc.), gen-
erally for periods of 3 to 7 years.

Residents provide services to Medicare beneficiaries at the hospital.
Medicare pays for these services on a cost basisthat is, Medicare pays
a portion of the physicians' salaries based on the ratio of Medicare utili-
zation to total utilization.

Faculty members who instruct residents are known as teaching physi-
cians. Their functions include research, classroom instruction, making
rounds with residents, examining specific patients, and discussing
courses of treatment. Medicare also pays part of the direct medical edu-
cation activities of these teaching physicians on a cost basis.

When teaching physicians treat or supervise the treatment of Medicare
beneficiaries in the hospital, Medicare pays for such services on the
basis of reasonable charges or fee for service, that is, each service is
billed and paid for separately. These payments to teaching physicians
have been a continuing area of concern to the Congress because of the
potential for incorrect payments. As a result, in section 2307 of the Def-
icit Reduction Act of 1984 (Public Law 98-369, July 18, 1984), the Con-
gress required us to review Medicare payments to teaching physicians
for patient care services. We were asked to determine whether such pay-
ments were made only where the physician met the requirements of sec-
tion 1842(b)(7XAXi) of the Sochi Security Act, as amended.

Background The Medicare program, authorized by title XVIII of the Social Security
Act (4Z U.S.C. 1395), effective July 1, 1966, is a health insurance pro-
gram that helps beneficiaries pay for the health services they receive.
The program covers almost all persons age 65 and over and certain dis-
abled persons. Administered by the Health Care Financing Administra-
tion (HCFA) within the Department of Health and Human Services (his),
Medicare has two partsHospital Insurance (part A) and Supplemen-
tary Medical Insurance (part B).

Page 8 GAO/HRD-88-38 Medicare Payments to Teaching Physicians
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Part A covers inpatient hospital services, home health services, and cer-
tain other institutionally based services. It is financed primarily by pay-
roll taxes on employers and employees. HCFA administers part A with
the assistance of health insurance companies called intermediaries (pri
marily Blue Cross plans), which contract with HCFA to process and pay
claims for services.

Under part A, Medicare pays hospitals a predetermined, fixed amount
for Medicare inpatient hospital services. The amount paid for each
patient depends on the diagnosis related group (DRG) into which the
patient was classified based on the principal diagnosis of the condition
or surgery for which he or she was hospitalized. DRGS constitute a
patient classification system developed by Medicare to reflect differ-
ences in predicted resource use by different kinds of hospital patients.
Und mr this system, Medi,are pays a predetermined rate for all inpatient
services including routine care, intensive care, and ancillary services.

Teaching hospitals usually receive higher part A Medicare payments
than do nonteaching hospitals for similar cases because the prospective
payment rates are adjusted upward to account for the indirect costs of
medical education programs. The teaching hospitals' payments are
increased 11.59 percent for each 0.1 increase in the ratio of residents to
hospital beds.' In addition to the prospective payments, Medicare also
pays teaching hospitals a portion of their direct medical education costs
including the salaries of residents and teaching physicians. The portion
of these direct costs paid by Medicare is determined by the hospital's
ratio of Medicare utilization to total utilization.

Medicare part B, which covers physician, outpatient hospital, and var-
ious other medical and health services, is financed by enrollee premiums
(currently about 25 percent) and general revenues. HCFA administers
part B with the assistance of carriersBlue Shield plans and commer-
cial insurance companies under "ontract to process and pay claims.

Part B payments to p iysicians, including teaching physicians, for
treating patients are based on "reasonable charge." Medicare pays 80
percent of the reasonable charge after the beneficiary has met an annual
$75 deductible. Medicare defines reasonable charge as L ie lowest of

If a teaching hospital's total regular Medicare part A payments equaled $1 million and its ratio of
residents to beds was 0.1, Medicare would pay the hospital $1,115,900 ($1,000,000 + ($1,000,000 x
.1159 x 1) = $1,115,900). If the hospital's resident to bed ratio was 0.3, Medicare would pay the
hospital $1,347,700 ($1,000,000 + ($1,000,000 x .115P x 3) = $1,347,700)

Page 9 GAO/HRD-86-313 Medicare Payments to Teaching Physicians
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the actual charge for the servic?,
the amount the physician normally charges for the service (the cus-
tomary charge), or
an amount high enough to cove' 75 percent of the customary charges for
the service by all physicians :rt the area (the prevailing charge).

Payment for physician services is made either directly to the physician
(assigned claim) or as reimbursement to the patient (unassigned claim).
On assit, . claims, the physician agrees to accept Medicare's reasoi, able
charge determination as payment in full. For unassigned claims, the ben-
eficiary is responsible for any difference between the physician's charge
and Medicare's payment. Physicians who agree to accept assignment on
all claims ale called participating physicians.

Customary and pre% ailing charge levels are usually updated annually
although the Congres.3 froze payments for the period July 1984 through
September 1985. The administration's fiscal year 1983 budge. would
have extended the freeze for another year. The Congress has not com-
pleted action on the 1986 budget but has extended fiscal year 1985
Medicare payment rates and rules until March 15, 1986. Since 1973,
increases in prevailing charge levels have been limited to the increase in
an economic index that measures changes in wage levels and the costs of
operating a physician's office.

Requirements to Pay
Teaching Physicians'
Fees for Service

The original Medicare legislation did not include specific criteria for
determining under what circumstances teaching physicians could bill
separately for patient care on a fee-for-service basis but left this area
for implementing regulations Medicare's implementing regulations per-
mitted fee-for-service payment when the teaching physician provided
personal and identifiable direction of the patient's ca: e, including per-
sonal supervision of major surgical or other complex procedures.

In April 1969, Medicare issued guidelines for determining when teaching
physicians met the personal and identifiable serv;ce criteria. These
guidelines, included in Intermediary Letter Number 372 (IL-372see
app. 1), list requirements to be met before teaching physicians can bill
for patient care services provided in a teacF.ig setting. IL-372 was sup-
plemented in January 1970 by IL-70-2, which addresses questions that
had arisen about the implementation of IL-372. These two sets of guide-
lines have remained in effect to date and provide the basis for deter-
mining the allowability of fee-for-service billings by teaching physicians.

Page 10 GAO/HRD-86-30 Medicare Payments to Teaching Physicians
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GAO previously reviewed part B claims for services provided oy teaching
physicians at six hospitals and reported the results in November 1971.2
We found that interns3 and residents had provided 67 percent of the ser-
vices that teaching physicians had billed tor, according to hospitals'
medical records. Because the services of interns and residents were paid
on a cost basis under part A and teaching physicians were paid on a fee-
for-service basis under part B, in effect duplicate payments had been
made.

The Congress attempted t,) address this problem by revising the method
by which teaching physic ans were paid for patient care services. Sec-
tion 227 of the Social Security Amendments of 1972 (Public Law 92-603,
Oct. 30, 1972) required, with a few exceptions, that Medicare part A pay
teaching physician services on a reasonable-cost basis. HHS was unsuc-
cet...iful in issuing implementing regulations for this change, and the Con-
gress delayed the effective date of section 227 several times. The
Omnibus Reconciliation Act of 1980 (Public Law 96-499. Dec. 5, 1980)
repealed section 227 of the 1972 amendments while retaining some of its
features in modified form. The requirements of the 1980 law are
included in section 1842(bX7XAXi) of the Social Security Act, which
provides that part B payments for teaching physicians' services cannot
he made unless

the physician renders sufficient personal and identifiable services to the
patient to exercise full, personal control over the management of the
portion of the case for which payment is sought,
the services provided Medicare beneficiaries are of the same character
as those furnished to patients not entitled to Medicare benefits, and
at least 25 percent of the hospital's patients who were not entitled to
Medicare benefits and who were furnished services as described above
paid for all or a substantial part of the charges imposed for such
services.

HCFA has not yet issued regulations implemcating these provisions. The
conference committee report on the 1980 legislation endorsed the IL-372
requirements that define the condition under which a teaching physi-
cian may bill for medical services on a fee-for-service basis, and HCFA

2Problems in Paying for Services GI F.. rvisog and Teaching Physicians in Hospitals Under Medi-
care, B-164031(4), Nov. 17, 197

3According to information obtained from the Association of American Medical Colleges (AAMC), die
term "intern" is no longer being used. The one year of internship previously required is now the first
year of residency.

Page )11 GAO/IIRD-86-36 Medicare Payments to reaching Physicians
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41"--
uses these guidelines as its primary instructions for enforcing the sec-
t' en's first provision.

How Residents and Typically, full-time teaching physicians are salaried and pa t of their
salaries is paid out of revenues generated through their patient care

Teaching Physicians activities. Residents also are salaried, and the Medicare portion of their
Were Paid salaries is paid out of part A on a cost basis. Generally Medicare does

not allow residents to bill for direct patient care services.* Details of the
arrangements at hospitals we reviewed follow.

Payments
Physician

to Teaching
s

The teaching physicians at the 10 hospitals covered by our review had
various financial arrangements for their teaching, administrative, and
patient care services. Depending on ownership and control of the hos-
pital, the full-time teaching physicians were either employees of the
state, medical school, or hospital, or AN 're members of medical service
groups that provided patient care set vices to patients at the hospital. In
some cases, teaching physicians were both employees and members of a
medical service group. These arrangements ranged fr9m full-time sala-
ried to part-time unsalaried positions. In some instances, salaries cov-
ered all services including patient care, while for others salaries covered
only teaching and administrative services and were augmented by
patient care income. Part-time teaching physicians were generally paid
from patient care fees, either through a medical service group or by
direct billings. Some also received a salary.

As to salary amounts, five hospitals gave us either an overall range for
all their full-time teaching physicians or ranges for the physicians in
each medical department. (The other five gave us no salary ranges.) For
the hospitals that p-ovided such information, the salaries ranged from
$23,640 to $38,100 a year for beginning instructors, and from $147,120
to $210,00 for department heads. The higher salaries generally repre-
sented the maximum compensation teaching physicians could earn
during the year, while the lower salaries could be supplemented by
patient care income and/or research funds.

*In some instances, residents' patient care services can be billed for under part B, sue '.., when they
provide services as practicing physicians outside the teaching settingfor example, when they work
on their own time in a hospital outpatient clinic.
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How the teaching physicians were employed and patient care billings
and payments were the major differences among the hospitals reviewed,
i.e.:

At two of the hospitals, the full-time teaching physicians received an
annual salary for all their servicesadministrative, research, teaching,
and patient care. At one hospital, the physicians were employed by the
hospital, while at the other they worked through three medical service
groups, which paid them for their services. The hospital or groups did
all billings for patient care, using either individual physician or group
provider numbers, and collected all revenues from patient care.
At the other eight hospitals, the teaching physicians were employed by
either the state, school, or hospital and paid an annual salary for their
teaching, research, and administrative duties. For their patient care ser-
vices, they received a salary supplement, usually through a medical ser-
vice group. Generally, billings for patient care services were done by the
medical service group for the physicians.

The total annual compensation each physician could receive was negoti-
ated yearly at most of the hospitals. Some of the patient care revenues
generated by the teaching physicians were shared with the medical
school and various hospital departments to support teaching, research,
and patient care activities.

Typically the revenues that teaching physicians generated from Medi-
care part B billings (as well as revenues generated from their non-
Medicare patients) went into a pool maintained either by the hospital or
the physician's medical practice groups. The physicians were reim-
bursed from this pool either indirectly as part of their salary or directly
as a supplement to their salary. Because teaching physicians most often
billed Medicare using their group's provider number, the carriers could
not give us specific information on Medicare part B rei_ribursement for
individual physicians. However, we obtained from the hospitals or
groups the names of full-time teaching physicians, identified by group or
individual provider numbers. This information was then used to obtain
from the carriers total Medicare part B reimbursements made in 1984 to
the identified physicians or groups.

The reimbursement information we obtained from the carriers is sum-
marized by hospital in table 1.1. To the extent that the data were made
available to us, we also included the number of full-time teaching physi-
cians who could bill under the listed provider numbers and per-
centage of Medicare patients treated by the hospital during the year.

Page 1£1 GAO/HRD-86-36 Medicare Payments to Teaching Physicians
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Table 1.1: Medicare Part B
Reimbursements for Full-Time
Teaching Physicians at Hospitals Total part B No. of full- ofhcrepRantal:
Reviewed reimbursement

in 1864
time

teaching
patients

covered
Hospital (millions) physicians Medicare
A $ 4.42 269 26.4
B 4.73 344' 10.8
C 2 56 3446 6.2
D 'b 85 282 35.7
E 10 27 525 d

F 4 73 330 12.8'
G 7.45 361 18.8
, i 5 23 182° 28.7
I 1 93 267 21.0
J d d d

'Includes some part-time teaching physicians

°Includes 172 full-time and 10 part-time physicians

cThis number represents the percentage of Medicare billings to total billings made by the physicians'
medical service group, rather than percentage of patients

dNot provided

Payments for Residents Residents at the 10 hospitals usually were employed by the hospitals
and reimbursed for their services on the basis of an ann,.al salary,
which varied by year of training. Resident programs varied in length
depending on the specialties involved and could last as long as 7 years
Residents' duties and responsibilities also varied by hospital depart-
ment, and they generally worked with or under the direction and super-
vision of a teaching physician. Most programs were designed in such a
way that residents' patient care responsibilities and salaries progres-
sively increased as they advanced through the program.

First year residents' salaries ranged from about $18,260 to $23,000,
while those in the last year ranged from about $22,460 to $31,000. As
previously stated, part of these salaries are reimbursed by Medicare
based on the ratio of Medicare utilization to total utilization.

1'?
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Objectives, Scope, and
Methodology determine whether Medicare payments for services provided by

teaching physicians were made in accordance with section
1842(bX7XAXi) of the Social Security Act, and
develop information on guidelines and instructions issued to implement
Medicare reimbursement requirements for teaching physicians' services
and the enforcement of these instructions and guidelines.

The objectives of our work were to

Our fieldwork was done from November 1984 through August 1985 at
10 teaching hospitals,5 at HCFA headquarters and 6 of its 10 regional
offices, and at the 9 Medicare carriers that pay claims for services pro-
vided by physicians at the hospitals. The states and hospitals were judg-
mentally selected; therefore, our results cannot be projected nationwide.
We believe, however, that our data provide a good indicator of the
national situation because of the geographic distribution of the areas
sampled. In selecting the hospitals, we looked for those with large num-
bers of residents in their medical education programs, which generally
meant teaching hospitals with large numbers of beds (see table 1.2).
Five of the 10 hospitals were located along the eastern seaboard because
of the large number of medical schools in this area.

Table 1.2: Relative Sizes of HospIals
Reviewed: Numbers of Beds and
Residents Hospital

Numbers of
Beds Residents

A 452 349

937 567

C 540 253

980 432

E 1,008 780

F 1,050 545

G 735 471

H 616 334

509 227

J 366 144

The distribution of hospitals by HCFA regio1i, carrier, and state appears
in table 1.3.

50ne more hospital was covered by our review, but, because of legal delays our work at that location
has not been completed. (See p. 16 for more information.)
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Table 1.3: Distribution of Hospitals
Reviewed by HCFA Region, Medicare HCFA No. of
Carrier, and State region Medicare carrier State hospitals

Blue Shield of Massachusetts Massachusetts 1

III Pennsylvania Blue Shield Pennsylvania 1

Blue Cross/Blue Shy If Maryland
Maryland 1

Travelers Insurance Virginia
Companies 1

IV The Prudential Insurance North Carolina
Company of America 1

V Blue Cross and Blue Shield of Michigan
Michigan 1

VI Group Medical and Surgical Texas
Service 2

X Aetna Life and Casualty Oregon 1

Washington Physicians Washingtcn
Service 1

For another Michigan hospital, pertinent medical records ultimately had
to be obtained by subpoena. Because of the delays associated with the
hospital's refusal to volunteer the records, we could not complete work
at that location in time for inclusion in this report. Information on the
results of that work will be provided separately.

Our review covered inpatient and outpatient physicians' services pro-
vided to Medicare beneficiaries during the latter part of 1964 Using
data provided by the hospitals, we randomly selected samples of Medi-
care patients discharged from the hospitals or treated through their out-
patient clinics during the randomly selected week of November 4-10,
1984.

For each of the discharged patients, except those with extended periods
of hospitalization, we reviewed all physicians' services provided during
the applicable hospital stay. For the patients with extended periods of
hospitalization, our review was limited to the services provided during
the period from October 1, 1984, through the day of discharge. For
patients treated through the outpatient clinics, we covered only the ser-
vices provided by physicians on the day the patient visited the clinic.
We obtained payment data from the carriers to determine what services
were allowed and paid for by Medicare. The hospital identified teaching
physicians and residents for us.

Time did not allow us to review outpatient services for Medicare
patients at two of the hospitals as indicated in table 1.4. At tW ) other
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hospitals, time permitted us to review medical records for a limited
sample of outpatients. Table 1.4 shows, for each hospital, the number of
Medicare patients discharged, the number receiving outpatient care
during the sample week, and the number included in each sample.

Table 1.4: Numbers and Types of
Patients Included in Our Sample by
Hospital

Hospital

No. of patients
Discharged from the

hospital Receiving outpatient care
Medicare
patients

GAO
sample

Medicare
patients

GAO
sample

A 82 50 201 80
B 79 50 1,150 87

C 23 20 732 90

D 237 78 2,110 79

E 153 73 847 138

F 95 57 324 105

G 86 55 0
1-1 105 6'd 0
I 59 54 666 19b

J 54 48 575 19b

Totals 973 548 6,605 617

Time did not permit a review of outpatient servic3s at these two hospitals

bMedical records reviewed for limited sample of patients

We examined pertinent hospital medical records for all services pro-
vided by teaching physicians and reimbursed by Medicare to determine
whether the physicians' involvement with the services was adequately
documented in the records. This gave us a basis for determining if the
payments were made in accordance with Medicare requirements.

Early in the review, we were advised by HCFA and carrier officials that
the second and third requirements of section 1842(bX7XAXi) were not
being monitored for compliance, primarily because HCFA had not yet
issued implementing regulations. Consequently, our efforts were concen-
trated on the first requirementthat the teaching physician render suf-
ficient personal and identifiable services to exercise full personal control
over the management of that portion of the care for which payment is
sought. However, we asked the hospital' to provide us information
showing how they determined compliance with the second and third
requirements.
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In addressing the first requirement, our approach was to determine
whether the teaching physician had adequately documented in the
patient's medical records the services billed to and paid by Medicare.
Essentially, IL-372 requires that physicians, to bill fee-for-service for
service provided in a teaching setting, must establish that they were
functioning either as attending physicians or alternately that they per-
sonally performed the services being billed to Medicare.

To establish that a physician is functic ting as an attending physician,
IL-372 requires that the patient's hospital records show the physician
had a personal and continuing relationship with the patient. Teaching
physicians usually practiced in a group, where more than one physician
in the group sees the patient. Thus we could not determine, except in the
case of surgery G. anesthesiology, whether documentation in the
patients' records showed a physician's personal and continuing involve-
ment in providing or directly supervising the services provided. Conse-
quently, in these cases, we assumed the attending physician requirement
was met and focused on determining whether the billing physicians ren-
&Ted sufficient pers mai and identifiable services to exercise full per-
sonal control over the management of that portion of the case for which
payment was sought. The criteria used to make these determinations are
discussed in detail in chapter 2. We did not verify whether the docu-
mented services were (1) actually provided, (2) medically necessary, or
(3) properly paid by the carriers.

We discussed with carrier and HCFA officials the adequacy of Medicare
guidelines and instructions, particularly those relating to documentation
requirements for services provided by teaching physicians. We also dis-
cussed enforcement and surveillance activities by the carriers and HCFA.

Our review was made in accordance with generally accepted govern-
ment auditing standards.

21
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Our review of hospital medical records for physician services billed by
teaching physicians and paid by Medicare showed that documentation
problems existed. Teaching physician billings for inpatient and outpa-
tient services provided to Medicare beneficiaries at the 10 hospitals
reviewed revealed inadequate documentation in about 49 percent of the
services reviewed, representing about 25 percent of the allowed charges.
That is, the patients' records did not show how or to what extent
teaching physicians were involved in providing the services.

The fact that we considered a service not adequateiy documented should
not, however, be interpreted to mean that the teaching physician was
not involved in providing le service. As used in this report, inade-
quately documented services means that, from the records reviewed and
information provided by the hospitals or medical service groups, we
could not determine under what circumstances or to what extent the
teaching physician was involved in providing the service Medicare paid
for.

HCFA'S instructions did not explicitly define what constituted appro-
priate and adequate documentation to support teaching physicians'
claims for reimbursement. Furthermore, the documentation criteria the
carriers used varied. Consequently, we developed criteria patterned
after that followed by carriers in two iICFA regions which, in our judg-
ment, were most in line with the Medicare reimbursement requirement
that teaching physicians, to be reimbursed, must provide personal and
identifiable services to prngrain beneficiaries. Therefore, our criteria
required documentation in a patient's medical records that the teaching
physician either personally provided the service or was present when
the service was provided by a resident.

In addition to documenting their services, for teaching physicians to bill
for Medicare services on a fee-for-service basis, the teaching hospital
should be able to demonstrate that it meets the comparable services and
25 percent payment requirements of 1842(bX7XAXi). These provisions
of the act do not 1-..,&ify how, or if, these requirements should be docu-
mented, and as of December 1985. HCFA had not issued implementing
regulations or instructions. Principally because of this, in the six HCFA
regions covered by our review, these provisions were not being moni-
tored for compliance. Although hospital officials believed they were
meeting these requirements, we did not verify this because of the
absence of specific documentation requirements and criteria necessary
to assess compliance.
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HCFA. Documentation
Requirements Not
Clearly Defined

HCFA'S instructions governing fee-for-service payment to teaching physi-
cians are not explicit as to what documentation is considered appro-
priate to substantiate entitlement to such paymen.,s. The instructions
are contained in IL-372, IL-70-2, and the Carriers Manual.

With teaching physicians, documentation showing how they were
involved with the services billed for is particularly important because
they are practicing physicians who provide direct car- to patients ,n
addition to their role as administrators and teachers. Both services
related to the physicians' teaching and administrative duties and those
performed solely by residents supervised by teaching physicians are
paid on a reasonable cost, proportionate share basis under part A. Con-
sequently, teaching physicians are entitled to be reimbursed by Medi-
care on a fee-for-service basis under part B only when they provide
direct patient care services or directly supervise such care provided by
residents.

The key elements of IL-372 relating to documer ition for part B pay-
ment are that (1) an attending physician relationship must be estab-
lished between the teaching physician and the patient, and (2) the
services provided to establish this relationship must be demonstrated in
part by notes and orders in the patient's records. If the attending physi-
cian relationship cannot be established, Medicare will reimburse only
the services personally provided by the physician and substantiated by
"appropriate and adequate" documentation. However, we do not believe
that HCFA adequately defines in these instructions what constitutes
"appropriate and adequate" documentation or notes and orders neces-
sary to determine whether these conditions are being met.

In January 1970, IL-372 was supplemented by IL-70-2, which summa-
rizes major questions on the implementation of IL-372 raised by carriers,
intermediaries, and others affected by it. IL-70-2 also discusses the basic
policies applicable in paying for the services of teaching physicians and
various situations that must be documented. It is not explicit, however,
as to what types of notations or remarks should be included in the
patient records to substantiate that billed services meet Medicare
criteria.

HCFA's Carriers Manual (section 8201) essentially summarizes the
attending physician requirements of IL-372. As evidence that a covered
service was provided, the manual says, the medical record must contain
signed notes by the physician showing that he/she personally (1)
reviewed the patient's medical history, (2) gave a physical examir:Aion,
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(3) confirmed or revised the diagnosis, (4) visited tne patient duri :Lg the
more critical periods of illness, and (5) disch2rged the patient. For other
individual instances of service billed, the manual states that notes by
residents or nurses indicating that the physician was physically present
when the service. was rendered constitute sufficient documeUation of
the physiciar 's involvement to establish the attending physician rela-
tionship. Absent such notes, the manual does not define when and how
specific medical procedures or services should be documented to estab-
lish entitlement for Medicare reimbursement.

HCFA officials told us that responsibility for implementing IL-372 was
generally delegated to the carriers. In this respect, IL-372 states that the
carrier is expected to make appropriate checks of patient records to
verify that the services billed meet appropriate criteria. Some regional
office of ncials said that HCFA'S instructions were not clear enough and
allowed the carriers tco much discretion in determining what was
acceptable documentation to support teaching physicians' fee-for-
service billings. Because of this discretion, we found variations among
c.trriers in the documentation require-tents established and followed.

Documentation
Requirements Varied

Documentation requirements varied among the nine carriers that paid
Medicare part B claims for services at the 10 hospitals we reN. wed. The
carriers are responsible for paying claims submitted for teaching physi-
cians' services and periodically auditing those claims to assure adequate
documentation in the patients' records to su'ustantiate entitlement to
Medicare reimbursement. Of the nine carriers, three had writtef instruc-
tions supplementing HCFA'S. The remaining six followed a variety of
rules and practices that evolved as a result of (1) their past reviews and
audits of physician billings, (2) discussions with HCFA regional office
officials who monitor their performance, or (3) discussions with physi-
cians or physician groups practicing at the hospitals under their
jurisdiction.

The carriers' criteria for documentation of services performed ranged
from requiring periodic countersignatures by teaching physicians to
showing the teaching phys!cians' presence and involvement in each ser-
vice provided and billed for. With countersignatures alone, it was not
possible to ascertain whether the physician was directly involved in the
service or was reviewing the residents' notes as part of his/her teaching
responsibilities. Reviewing resident notes alone is generally considered a
teaching function reimbursable under part A and is not sufficient to
establish entitlement to fee-for-service reimbursen 't under part B.
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Examples of the variations in carrier documentation requirements for
specific services are discussed in the following secticns.

Physicians' Daily Care or
Visits

Documentation requirements for daily care or visits at the hospitals
reviewed ranged from notations in the records by the physicians for
each visit to notations every 2 or 3 days. For example:

Five carriers required teaching physicians to document each daily visit
for which a billy g was made. The others required only some notation in
the patients' records by the physician every 2 or 3 days to show that the
patient was seen, even though Medicare was billed for a daily visit for
every day the patient was hospitalized.
Four carriers accepted residents' or nurses' notes countersigned by a
physician as sufficient evidence that the teaching physician participated
in providing the patient care billed for.
Five carriers did not accept a physician's countersignature on residents'
and/or nurses' notes unless the notes indicated that the physician had
actually seen the patient or was present when the patient was visited by
a resident

Ancillary Services Ancillary services, such as X-rays, electrocardiograms (EKGs), and labo-
ratory tests were some of the services most commonly pinvided to the
patients included in our review. The teaching physician's charge for
these services usually covered reviewing and interpreting X-rays, EKGS,
or test results. The interpretive reports were generally typed or
computer-generated and included the names of the teaching physician
and/or residents. The carriers' criteria for acceptability of these docu-
ments varied as follows:

Seven carriers accepted reports signed or initialed by a teaching physi-
cian as adequate documentation, even though the report may have been
prepared by a resident and did not indicate involvement by a teaching
physician. The other two required that the extent of the teaching physi-
cians' involvement be shown in the report.
Two carriers accepted stamped signatures as evidence that the teaching
physician was involved, even though the report did not indicate the
nature or extent of the involvement.
Six accepted as sufficient evidence computer-generated reports that
identified the teaching physicians.
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Surgical Procedures

Documentation Criteria
Used by GAO

Because every hospital required that surgical procedures including anes-
thesiology be documented, such procedures were generally better docu-
mented than were ancillary services or daily visits. However, there were
variations in the information required to be included in reports as illus-
trated by the following:

Eight carriers accepted a written report prepared either by the per-
forming physician, a resident, or operating room nurse as adequate evi-
dence, provided the report showed that the teaching physician was
present during the operation. The ninth carrier required that the reports
show how and to what extent the teaching physician was involved in
performing the procedure.
Five carriers accepted surgery reports as adequate documentation for
all services provided when a global fee was charged for the surgery.
Such fees usually cover both pre- and postoperative care a Nell as the
surgery. Three farriers required additional documentation to show that
the billing phy :ian was involved in providing some of the pre- and
postoperative care included as part of the fee, but the extent of involve-
ment required to be shown varied.

cause HCFA'S documentation requirements were not explicit and there
were variations among carriers in their respective requirements, we
developed our own criteria for assessing whether teaching physicians
adequately documented the services they billed to Medicare. We pat-
terned our criteria after those followed by carriers in two HCFA regions
that we judged to be most reliable in assuring compliance with Medicare
requirements, i.e., to be reimbursed on a fee-for-service basis, teaching
physicians must document that they provided personal and identifiable
services to Medicare beneficiaries. In line with this, the two regions
required that each physician service be documented in the hospital
records 'n a manner showing how the teaching physician was involved
ir, providing the service.

Using these criteria, we accepted as adequate any documentation such
as written comments, notes, or reports in the patients' medical records
which showed that the teaching physician either personally provided
the service or was present when a resident was also involved. Physi-
cians' cout.ersightures on notes or reports prepared by residents or
nurses were not accepted unless the notes, reports, or other evidence in
the patients' records showed that the physician was involved or present
when the service was provided.
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Typed or computer-generated reports such as those often used for
X-rays, EKGs, and laboratory tests signed or initialed by a teaching phy-
sician were accepted if there was no indication in the reports that a resi-
dent was involved. If a resident provided the service, we looked fGr
some indication that the teaching physician was present or personally
involved in providing the service.

Some Physicians'
Services Not
Adequately
Documented

Using our criteria, we determined that abot.t 4C percent of the 8,917
services we reviewed, representing about 25 percent of the allowed
ch #rges, were not adequately documented. As a result, under our docu-
mentation criteria it could not be shown that the requirements of section
1842(bX7XAXi) had been met for these sere ices.

The numbers of patients, services, and Medicare amounts allowed for
both inpatient and outpatient services covered by our review at each of
the teaching hospitals we reviewed are shown In table 2.1. About 90 per-
cent of the services reviewed were inpatient hospital services; the other
10 percent were outpatient care services.

Table 2.1: Number of Patients,
Services, and Medicare-Allowed
Amounts Reviewod by GAO

Hospital

No. of
patients in

GAO sample

No. of
services

reviewed°

Medicare
amounts
allowed

A 130 896 $50,445
B 137 580 42,489

C 110 309 14,853

D 157 1,273 87,856

E 211 1,378 114,389

F 162 945 79,234

G 55 745 51,510

H 63 1,392 112,743

1 73 546 67,981

J 67 853 89,320

Totals 1,165 8,917 $710,820

Does not include numbers or amounts for services billed but disallowed by the Medicare earners

As shown in table 2.1, our review covered 8,917 services provided to
1,165 patients. A total of 4,515 services (about 51 percent) were consid-
ered adequately documented the remaining 4,402 (about 49 percent)
were not. The total Medicare amounts allowed for all these services was
$7 i0,820. Of this amount, $535,613 (about 75 percent) was for the ser-
vices considered adequately documented, and $175,207 was for those
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considered not adequately documented. For each hospital reviewed,
table 2.2 comp_ es services considered adequately documented and
those considered not adequately documented by the number, percent-
ages of services, and Medicare-allowec: -.mounts.

Table 2.2: Comparison Between Services Considered Adequately and Not Adequately

Adequately documented
Documented by Hospital

Not adequately documented

Hospitals
No. of

services
Percentage
of *avian

Percentage
of amounts

allowed
No. of

services
Percentage
of services

Percentege
of amounts

allowed
A 297 33 55 599 67 45
B 318 55 74 262 45 26
C 92 30 57 217 70 43
D 482 38 64 791 62 36
E 792 57 89 586 43 11

F 625 66 92 320 34 8
G 343 46 66 402 54 34
H 900 65 78 492 35 22
I 252 46 58 294 54 42
J 414 49 86 439 51 14

Totals 4,515 51 75 4,402 49 25w.
Why the significant difference between allowed amounts for services
considered adequately documented and those that were not? They dif-
fered because the inadequately documented services usually involved
high-volume, low-cost services such as daily visits and reading and
interpreting ancillary services reports such as X-rays, EKGs, and test
results. Because of the stricter hospital documentation requirements for
operating room procedures, documentation for the higher value services
such as surgery or anesthesiology usually showed that a teaching physi-
cian either provided the service or was present when it was provided.
This evidence was accepted as adequate even though the documentation
did not snow how or to what extent the teaching physician was person-
ally involved in providing the service.

For about one-third of the services where adequate documentation was
lacking, we could not determine from the records whether the service
had been provided t y a resident or a teaching physician. About 38 per-
cent of the services were provided by residents; for these, we could not
find sufficient evidence of the teaching physicians' involvement. Our
reasons for questioning the adequacy of documentation for the services
and their incidence (totaling 100 percent) were:
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Could not determine whether a teaching physician or rc6ident provided
the servicedocumentation showed either could have been involved
(31 percent);
Could not find sufficient evidence that the teaching physician provided
a perFonal and identifiable service (25 percent);
Documentation showed that the service was provided by a resident, and
the record was initialed or sigrA by a teaching physician with no other
evidence of the physician's involvement (22 percent);
Service provided by a resident, record not initialed or signed by a
teaching physician, and no other evidence of involvement by a teaching
physician (16 percent); and
Other reasons, including missing records, no evidence in record that a
service was provided, or records could not be read (6 percent).

We discussed each service identified as not being adequately docu-
mented with officials from either the hospital or the physicians' medical
practice F-oups and gave them an opportunity to find missing docu-
ments or explain why existing documentation should be considered ade-
quate. We considered the service to be inadequately documented for
Medicare reimbursement only when (1) the missing records or docu-
ments were not found, (2) the additional information provided was not
sufficient, or (3) the records could no be read by us or hospital officials.

Because we considered a service not adequately documented for Medi-
care reimbursement purposes does not mean that the service was not
provided or that a teaching physician was not involved. It means only
that the medical records made available and reviewed by us did not ade-
quately show how or to what extent teaching physicians were involved
in the service Medicare paid for.

Two Legislative
Requirements Not
Being Monitored

In addition to documenting their services, for teaching physicians to bill
for Medicare services on a fee-for-service basis, the comparability of
care provision must be met and the teaching hospitals must meet the 25-
percent payment requirements of 1842(bX7XAXi). HCFA and carrier offi-
cials told us that these two requirements were not being monitored for
compliance principally because HCFA had not issued implementing regu-
lations nor provided instructions to the regions or carriers on how to
monitor for compliance.

These two provisions were added by the Omnibus Reconciliation Act of
1980 to address issues raised in a 1970 Senate Finance Committee staff
report on the need to modify the way Medicare reimbursed teaching
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physicians. The issues related to Medicare's obligations to reimburse
teaching physicians on a fee-for-service basis.

The first issue, involving comparabilit,- of care, concerned perceived dif-
ferences in doctor-patient relationships between teaching physicians
and their private patients, and those physicians and their institutional
patients. Private patients are thos_: whom the physicians treat through
their private practices and personally admit to the hospital. In these
instances, the relationship between doctor and patient is one-to-one with
each recognizing the obligations of the other. In contrast, institutional
patients are those usually referied to the hospital by a physician who is
not a member of the hospital's staff or patients who present themselves
at the hospital and are admitted by a member of the hospital's house
staff. These patients are usually assigned to a teaching physician.

Recognizing the possible differences in physicians' involvement between
these two types of patients, the Congress in enacting the Social Security
Amendments of 1972 modified the method of reimbursing teaching phy-
sicians by allowing them to continue billing fee-for-service for their pri-
vate patients but not for institutional patients. Care for institutional
patients was to be paid on a reasonable cost basis (e.g., as part of
teaching physicians' salaries) from Medicare, part A. As discussed in
chapter 1 (see p. 11), regulations implementing these amendments were
never issued. The effective date of the legislation was postponed several
times, and the amendments were repealed in 1980.

The second issue involved the requirement that 26 percent of a hos-
pital's non-Medicare patients who receive services from teaching physi-
cians be billed and pay for all or a substantial part of the charges for
such services. There were concerns that third-party payers other than
1Vieuicare may not have been customarily paying teaching physicians on
a fee-for-service basis for supervisory services rendered in teaching hos-
pitals. In this respect, the Committee report stated:

"In those cases where payment was made on a fee-for-service basis by a
third-party insurer, it was made on a limited basis and usually only if: (a)
other patients were similarly charged; (b) a charge was made and payment
customarily expected from insured and non-insured patients alike; (c) the
service billed for was clearly described and personally provided; and (d)
there was a legal obligation on the part of the patient to pay such a charge."

Consequently, the Social Security Amendments of 1972 contained a pro-
vision similts to that now in effect (although the 1972 amendment was
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more stringent as it required that 50 percent of patients' services be
billed and subsequently paid for).

Given the absence of implementing regulations, HCFA and carrier offi-
cials told us that they have not performed reviews to determine whether
these two requirements are being met. Furthermore, HCFA officials in
some of the regions covered by our review generally believed that the
two provisions were not enforceable. Essentially both provisions would
require reviewing private patient records, thus raising privacy issues
that we believe would be difficult to resolve. Additionally, we believe
that assessing comparability of care in and of itself is methodologically
complex. Consequently, in the absence of implementing regulations
clearly specifying criteria for measuring comparability, this provision
would be difficult to enforce.

Because these two provisions were not being monitored for compliance
by HCFA or the carriers, we asked hospital officials to give us Informa-
tion shov .ng dhether they were being met. The officials were generally
of the opinion that both were, because

physicians were required to provide equal care for all patients,
patients were not identified by source of payment so attending physi-
cians usually did not Ai low at the time services were provided who
would pay for them,
Medicare beneficiaries accounted for a relatively small percentage of the
patients treated at their hospitalsusually less than 25 percent, and
the hospitals' Medicare revenues accounted for only a small part of the
hospitals' total revenues.

Information provided by eight hospitals confirmed that Medicare
patients typically represented a small percentage of their total patient
load. Two hospitals did not provide this information. At the hospitals
reviewed, the percentage of patients treated during 1984 who were cov-
ered by Medicare ranged from 6 to 36 percent with only one hospital
having a Medicare patient population higher than 30 percent. Although
the information provided to us orally indicated the hospitals were com-
plying with these provisions, absent specific documentation require-
ments and criteria, we did not verify whether these two requirements
were being met.
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HCFA Developing
Regulations and
Increasing
Enforcement Efforts

Although section 1842(bX7XAXi) was enacted in 1980, HCFA has not
issued implementing regulations. As of December 1985, however, a HCFA
official told us the agency had prepared draft regulations that were
being reviewed and revised internally prior to being fcrwarded to the
Secretary of HHS for review and approval. Plans were to publish the pro-
posed regulations for public comment early in 1986.

Among other things, the proposed regulations will cover most of the
requirements of section 1842(bX7XAXi). According to HCFA officials, the
regulations will

clarify documentation requirements for substantiating that teaching
physicians' services meet Medicare reimbursement requirements and
establish documentation requirements for substantiating that hospitals
are meeting the 25-percent payment requirement.

In addition, HCFA and carrier officials told us that in 1983 the agency
started to emphasize to carriers the need to perform IL-372 reviews.
Prior to that time, carriers and HCFA regional officials told us, there was
little emphasis on these reviews. During our review, we found that some
carriers were generally giving more audit attention to reimbursements
for physicians' services provided in a teaching settim, usually through
postpayment reviews, than they were prior to 1983. However, it was too
early to assess the results of this increased audit activity based on the
1984 services reviewed.

Views of Hospital and
Medical Service Group
Officials

At the conclusion of our review at each hospital, we briefed either hos-
pital or medical service group officials on the results of our review of
hospital patient records. The most consistent concerns these officials
raised were with the criteria we used and how the results of our docu-
:nentation findings ultimately would be interpreted.

These officials were critical of our use of criteria different than those
used by the carriers who processed their claims. As we discussed previ-
ously, we developed our own criteria because of the absence of explicit
HCFA criteria and the variances in criteria being used by the nine carriers
included in our review. We recognize that our documentation criteria
were more stringent than those used by most carriers, becaus- we
required more evidence showing the involvement of the teaching physi-
cians in the services they billed to Medicare than most of the carriers
would have required. Had we used each respective carrier's criteria,
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many of the hospitals would have had fewer services classified as inade-
quately documented. We did not, however, quantify what these differ-
ences wculd have been. But we do not believe that documentation
criteria that fail to establish the personal involvement of the teaching
physician in the services billed to Medicare are adequate to assure com-
pliance with the requirements of the Medicare law.

These officials were also concerned that the reporting of undocumented
services would be interpreted to mean the services were either not pro-
vided or the teaching physicians were not involved with the services.
We believe we have adequately recognized in this report that our find-
ings relating to inadequately documented services should not be inter-
preted to mean that the service was not provided or that a teaching
physician was not involvedonly that vie could not determine from the
records under what circumstances or to what extent the teaching physi-
cian was involved.

Conclusions Our review of patient medical records indicated that under our criteria
about 49 pei cent of the services representing about 25 percent of
allowed charges were not adequately documented. Therefore, under
these criteria it could not be shown that the teaching physicians who
billed Medicare for these services had met reimbursement requirements.
Additionally, because of the absence of documentation requirements and
criteria for assessing compliance, we did not verify whether the 10 hos
pitals reviewed met the comparability of care and 25-percent payment
requirements of the law. Compliance with these provisions is A pre-equi-
site for hospitals t I establish the allowability of their teaching physi-
cians' fee-for-service billings to Medicare.

Under any set of regulations or instructions, determining the allowa-
bility of teaching physicians' Medicare fee-for-service claims is difficult.
It entails separating physicians' tep,thing and administrative functions
from their patient care functions; assessing the physicians' relationships
with their patients to determine it "attending physician" requirements
are met and if they treat their Medicare and i Al-Medicare patients the
same way; and monitoring distinctions in physicians' billing practices
between Medicare and non-Medicare patients. There exists the potential
for (1) inappropriate payments for services that other insurers or
patients do not pay for or (2) paying for some services twiceonce
through Medicare part A and again through Medicare part B. Recog-
nizing these difficulties, the Congress in 1972 amended the law generally
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Cheat's. 2
Physicians' Services Not
Adequately Documented

to reimburse teaching physicians on a reasonable-cost basis. Because of
problems underlying implementation, the law was repealed in 1980.

As long as the fee-for-ser ice method remains in effect, HCFA needs to
establish and enforce explicit documentation requirements so that
teaching physicians and hospitals know what is expected of them and
understand that they are to be held accountable for not complying with
Medicare requirements. We believe HCFA'S current requirements for doc-
umenting physicians' fee-for-service billings are not explicit enough and
the requirements being enforced vary substantially among carriers.

HCFA is in the process of developing regulations that officials told us
would clarify and establish the requirements Leaching physicias and
hospitals must meet to continue billing Medicare on a fee-for-service
basis. To the extent that HCFA is successful in issuing and implementing
such regulations ond maintains its current emphasis on carrier enforce-
ment, the documentation problems we identified should be lessened.

Agency Comments HIS stated that it had carefully reviewed our report and nad no com-
ments. (See app. II.)
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Appendix

Social Security Administration,
Bureau of Health Insurance:
Intermediary Letter No. 372, April 1969

DEPARTMENT OF HEALTH. EDUCATION. ANO V.ELFARE
iOCIAL IMMUNITY mmumsYNATION

eakTiromm. rae.i *re SIVA

H/:PS:H

April 1969

BUREAU OP' REAL= INSURANCE
INTERMEARt' LETTER I. )72

SUBJECT: Part I payments for services of supervising physicians in a
teaching setting

Frcn questions which have been raised and :rev: our onsite reviews, the?:
appears to be a serious need to obtain a better and more uniform under-
standing among carriers, providers, and physicians of the conditicrs
under which payment may be made under Part B frr services rendered to
patierts by supervising physicians in the teaching setting and the cettmd
for determining the reasonable charge which may be recognised for such

services. The enclosed guidelines are intended to clarify and supple -ent
the criteria that govern reimbursement in this area as reflected in
336102.7, 6335, and 6720 ff. of the Part b Intermediary Manual.

Carriers are urged to review their present reimbursement practices in
light of these guidelines and to take appropriate action as soon as
possible to bring practices into conformity with the guidelines. The
Part B Intermediary Manual will be revised to incorporate these clarifica-
tions and additions.

Enclosure

CD0,40"(
40%r

Thoms Tic. eV irec

au of Heath Li Ofice
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Appendix I
Social Security Administration,
Bureau of Health Insurance:
Intermediary Letter No. 972, April 1969

A.

Pert 3 Pavr.orts or Service: of
Supervising Phvlicisns In a Ttechine SottIng

sawations Which Must be Met for a Teaching Physician to be
"irible for Part 2 Reimhoryf-e-t ef I- itt.""' 9"."T!!.

The physician' must be thesatient's "attending physician." This

means he must, as demonstrate: ty prf:rmanoe :: the znti7:tief
listed below, render sufficient personal and isontif...:le nt=aL
services to the Medicare beneficiary to exercise full, personal

control over the management of the portion of the case for which
a charge can be recognised; his services to the patient must be
of the sane character, in terms of the responsibilities to the

patient that are assumed and fUlfilled, as the services he renders

to his other paying patients.

1. Tot he °attending physic:Let" f:r an e tire 1:eriot :f
hospi .61 care, thf '-aching physician must as a minimum:

a. -crew ;:npatient's history, the record of examinations
and tests in the institution, and make frequent reviews
of the patient's progress; and

b. personally examine the patient; and

c. confirm or revise the diagnosis and determine the
course of treatment to be followed; and

d. either perform the physician's services required by the
patient or supervise the treatment so as to assure thiCt
appropriate services are provided by interns, residents,
or others and that the care meets a proper quality level;
and

e. be present and ready to perform any service performed by
an attending physician in a nonteaching setting when a
major surgical procedure or a complex or dangerous medical
procedure is performed; for the physician to be an "attending
physician" his presence as an attending physician must be
necessary (not superfluous as where, for example, the resident
performing the procedure is fully qualified to do so) from the
medical standpoint; and

'The torn !physician' does not include any resident or intern of the
hospital regardless of any other title by which be is designated or
his Ralikn on the medical staff. foromample, a senior resident
who is referred to as an "assistant attending surgeon' or an 'associate
physician' would still be considered a resident since the senior year
of the rwsidemcy is essential to completion oi the program. -
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Appendix I
Social Security Administration,
Bureau of Health Insurance:
Intermediary Letter No. 372, April 1969

f. be recognized by the patient as his personal physician
and Le personally responsible for the continuity of the
patient's care, at least throughout the period of
hz3;itzliiation.

EXAJKALE: A .supervising physician carried out all of the
activities listed above for a surgical patient
but (e). Ne val. not present in the OR when the
major surgery was performed because supervision
of the 5th-year resident performing the operation
was not required. A physician's charge would not
be recognised for the surgical procedure because
criterion (e) was not met. Therefore, the physician
would not be an attending physician for the period
of hospital care although he might meet the criteria
listed in A.2. below and be held as the attending
physician for a portion of the care provided.

Even if the supervising physician chose to be
present in the OR, payment could not be made to
him for the surgical procedure since his presence
was not medically necessary and he could not,
therefore, function as the attending physician to
connection with the surgery. However, if he vas
scrubbed and acted as an assistant, payment could
be made to him as a surgical assistant if such an
assistant was needed and another resident or
physician did not, fill the role (see item A.2.
below).

If the supervising physician was present at surgery,
and the surgery was performod.by a resident acting
under his close supervision and instruction, he
would not be the attending surdeon unless it were
customary in the community for such services to be
performed in a similar fashion to private patients
who pay for services rendered by a private physician.

IZAMPLE: A group of physicians share the teaching and
supervision of the house staff on a rotating basis.
Each physician sees patients every third day as he
makes rounds. No physician can be held to be one
of these patient's attending physician for any
portion of the hospital care although consultations
and other services they personally perform for the
patient might be covered.

2. A teaching physician may be held Ulm the attending physician
for a portion of a patient's hospital stay: if the portion is
a distinct segment of the patient's course of treatment (e.g.,
the pre-operative or post-operative period) and of sufficient
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Appendix I
Social Security Administration,

Bureau of Health Insurance

Intermediary Letter No. 372, April 1969

duration to impose on the physician a substantial responsibility
ter the continuity of the patient's care; if the physician, as a
minima:, performs all of the activities described above with
respect to that portion of the stay; and if the physician is
recognized as the patient's physician fully responsible for
that part of the stay. If a teaching physician is not found
to be the attending physician with respect to portion of
patient's stay, he may not be reimbursed for any service provided
to the patient for that portion of the stay unless it is an
identifiable service that he personally rendered to the patient.

EXAMPLE: A physician carried out all of the activities listed
above for surgical patient until midway in the
post-operative period, vhan the physician's teaching
tour of duty ended. Since he was not responsible
for the continuing care of the patient throughout
the peat- operative period, he cannot be reimbursed
as the attending physician for that period.

3. _Pjan:Tance at the activities referred to above must be
demonstrated, in part, by notes and orders in the patient's
records that are either written by or countersigned by the
supervising physician.

4. The services of teaching physician while visiting patients
during grand rounds is basically teaching and does not contribute
to an "attending" relationship with any of the patients visited.

5. An emergency-room supervising physician may not custonarily be
considered to be the attending physician of patients cared for
by the house staff. It is only through his direct personal
involvement with a patient that charge nabe recognised
under Part B. Such an involvement would necessarily include
personal examination of the patient as well as direction of
and responsibility for the treatment provided.

B. Determining the Amount Pavable Under Fula

1. The amount paid for direct medical services rendered by the
teaching physician should be related to only that discrete
portion of the patient's care for which the physician exercised
the pertinent responsibilities of ao attending physician outlined
in A.1. For example, if the patient's personal physician
furnishes services before the hospital admission and after the
discharge and the teaching physician becomes the attending
physician only with respect to the inpatient care, the lesser
extent of the Leashing physician's service should be taken
into account in recognising a charge; otherwise the out-of-
hospital service would be billed for nd paid twice. Sinilarly,

if surgery was performed end thi teaching physician rendered
identifiable personal service to the patient in the operating
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Appendix I

Social Security Administration,

Bureau of Health Insurance:

Intermediary Letter No. 372, April 11989

room, it is necessary to determine whether that physician

performed services more nearly analogous to a conm tent,
an assistant at surgery (see first "Example" in ear. A),

or as the "attending" surgeon in order to identify the
appropriate reasonable charge. If the physician acted as
the attending surgeon but did not render the pro- or post-
surgical services generally performed by a private surgeon
to a privet. patient, the difference in service should be
reflected in the amount of reimbursement.

2. The following conditions should be taken into account
determining the "customary" charges of teaching physic.
for services which they provide as attending physicians to
Nedisare beneficiaries.

a. If the teachini physician has substantial practice
outside the teachini settinc (i.e., more than half of
the time spent in the practice of medicine is spent
caring for people who were his patients before they
were hospitalised or who were referred to him by
physicians responsible for their care outside tnd
hospital setting), his "customary" cnarges for services
in the teaching setting viii be related to the =aunts
he charges for similar services in his outside practice.
Where the services performed in the teaching setting
differ fru. those in the outside practice, retuetions
should be made for the lesser scope of services provided,
time spent, visits or responsibility as an attending
physician (not counting supervisory acts as tine or
visits).

b. If the teaching physician does not have a sutstsntisl
practice outeidejle_teacking setting ..nd the provicer
has established one or more schedules of charges wnich
are collected for medical and surgical services furnished
to a majority of non-Medicare teaching patients, his
charges should be related to the provider's schedule of
charges which are most frequently collected.

ELUFLE: A hospital with An approved teaching program
receives payment for physicians' services
rendered to 80 percent of its non-Modicere
patients. Fifty percent are paid for by public
assistance under a relatively low payment scheaule;
20 percent are covered under a Slue Sniald Plan
with a somewhat higher foe schedule and the balances
are covered under c=mercial nkans. Sines collections
are made :or a majority of patients and the most
frequently used schedule of payment is tl.e welfare
schedule, the welfare schedule of charges should
serve as the basis for deterteLning the teaching
physicians' customary charges for Medicare.
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Social Security Administrs ton,
Bureau of Health Inir..:Aance:
Intermediary Letter No. 372, April 1969

e. Where neither the physician nor the provider has established
charges for the physician's services which are to affect for
non-meticene vatients, tIte carrier t-:.! =Jet
=axe ;no necessary cnarge and cost astormnation based on
that portion of the physician's compensation which is for
service: to patients, detcminef mx.c..cnt t: the res.uiat'o....2

governing rainbursement for the sorvices of provider-based
physicians.

3. Where teaching physicians of hospital, billing through
hospital or otner organisation, adopt a uniform schedule of
charges.for the purpose of billing under Part E for th. services
they provide as standing physicians in the teaching setting,
carrier acceptance of the schedule for reimbursement purposes
sheei! 'zeta= en a finfieg that the sehat-:e delis net exceed
the average of reasonable charges uhA.ch would be dr,tel-mined it
each physician were individually reimbursed his reasonable
cur(' for the services involved.

L. In determining the number of visits which may be considered
reasonable, e.g., in a course of treatment for which a global
fee is not ordinarily charged, the total number of visits which
would Mve been made to the patient in a nonteaching setting
should be used as a guide; visits in excess of this number are
presumed to be primarily for teaching purposes. Similarly,
total reasonable charges for course of treatment in the
teaching setting should be camper:4 with and should not exceed
the charges that would be erpected in nonteaching settings for
similar serrices. Also, the charges billti for an hour of a
teaching phvician's services should not 'mord the amount of
fees the physician generally recelqes for an hour's work in
caring for nonteaching patients.

5. Whore payment is made andor ?art D on a roasonable charge basis,
payment nay not also be made on cost basis to the hospital for
the sane service as a teaching service. Part A payments to tLe
hospital should therefore not be based on the total compensation
of the physician if that compensation is in part for patient care.
the total compensation should be reduced by the portion paid for
patient care in accordance with the Itpplicable provisions of the
principles of reimbursement for.services of hospital-based
physicians to arrive at the hospital cost portion. Allocation
of compensation received between both parts of the program
should be in accordance with how the physician's time is actually
spent.. It a physician's only compensation for services in
teaching settinr are paid by the hospital and the agreement
states that onl, the supervisory; and not patient care, services
are compensated, it is necessary to look behind the words of the
agreement by reviewing the physician'A actual obligations and
activities and deters:Laing whether the compensation level is
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reasonable for the ...pervisory and teaching services alone

and insufficient to cover patient care services as well. Thf

carrier and intermediary should make this finding jointly.

EXAMPLE: An employment agreement between a physician and the

hospital states that he will be paid 850,000 a yedr

for administration, sJpervision and teaching.
However, he spends one-half If his time in providing

patient care. 7no carrier and intermediary determined
that if his compensation were allocated solely to the

time the physician spent in the performance of his
hospital duties, it would yield an hourly rate of
compensation about double the rate paid for similar

work elsewhere in the area. Therefore, the carrier
and intermediary concluded that only a portion of the
compensation was for hospital activities and reimbursa-

ble under Part A. Since charges were not customarily

billed for the medical services the physician provided,
the remainder would serve as a basis for computing the
physician's reasonable charges for patient care in

accordance with 3.2.b. ibove.

C. Carrier Responsibilities for Claims Review and Verification

1. The carrier is responsible for assuring that the bills being

submitted were prepared ur:.th an understanding cf the conditions

governing ;aymaat for physicians' services in the teaching

setting.

To help carry out this responsibility, carriers will not pay
bills (SSA-1490 or SSA-1554) for services rendered in the
teaching setting in any month after MST 1969, unless:

4. the chief of the department or service involved certifies
on a fors furnished by the carrier that each of the billed

services for that month meets the Pertinent requirements
of 11.1., and A.2.; or

b. the bill has been signed by the attendirn_physicisn and
he understands that he fir corTURiCtitat he not the

requirements for these services for which the claim is

made.

2. The .Porlittaa-aLagratialaaLidadiftaklo 1surziw.iga0 be
rgbstantiated kr.amgr2pdsts szkadequate.rtcordings entored
HarAinallyar....t)emptinaian in the hospital or, in the case

of outpatient services, outpatient clinic chart. The carrier

Is expected as part of its responsibilities to make appropriate
checks of patient records, examining admission, ornEt4ss, and
diechatgvnotes to verify that services for which charges are

billed net the appropriate coyerage criteria. If t carrier
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review shows that a significant portion of the services in the
sample do not meet the criteria, appropriate stops should be
taken to adjust the reimbursement.

3. Bills must indicate when services arl furnished in the teaching
setting, the name of the provider and attending physician
involved, and the extent ofthe services provided as an attending
physician. The services must be. defined and quantified to avoid
errors in applying the reasonable charge limitation- -e.g., to
avoid applying the reasonable charge f, a global service where
only the surgical procedure or another component service was
provided as an attending physician.

4. The carrier will need to carry out the steps neeensary to assure
itself that these conditions set out in B.1. are met --for example,
to assure it elf that any schedule of charges proposed for the
teaching setting is actually applied and collected.

D. Who Flay Bill

Where the supervising physician is a member of a group which provides
teaching services in a hospital, the Part B payment for services
rendered as attending physicians by the group may be billed for:

1. by the physician or a corporation, partnership, or other
organization of physicians (including an association of
tsaching physicians organized for the purpose of billing
for and distributing insurance monies and other paymsnts
received for 2rofeasional services to patients) on form 1490;

2. by the hospital on form 1554 provided that the carrier has
determined that the certification described in C.1.a. has
been executed and conpliod with; and

3. if the service' are perfomed by a physician who is a faculty
member of a medical, osteopathic, or dental school, by the
school on form 1490.

The individual physician's authorization is required to be on file
in writing with the hospital or other organization to permit any
of the above organizations to bill on his behalf. The organization
must furnish to the Part & carrier the names of the physicians who-
have authorized the organization to bill on their behalf, and must
agree to keep the carrier informed on a current basis of charges in
membership in the group.
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Advance Comments From the Department of
Health and Human Services

...R.,/
1

DEPARTMENT OF HEALTHY HUMAN SERVICES Office of Inspector Demist

Washington. 0 C 20201

DEC I 9 '985

Richard L. Fogel
Director, Human Resources Division
U.S. General Accounting Office
Washington, D.C. 20548

Dea" Mr. 7ogel:

The secretary has asked that ! res?ond to your request of
Noambef 20 for our comments on your draft report entitled,
"Di umentation r,-obiems Continue fnr Medicare Ser,ices
Provided by Teat't,g Physicians.' We have carefully
reviewed your rt,ots and have no comments.

We appi2clate the opportunity to comment on this draft
repo:: before its publication.

Sincerely yours,

C.N.AA,,..)
Richard P. Kusserow
Inspector General
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U.S. General Accounting Office
Post Office Box 6015
Gaithersburg, Maryland 20877

Telephone 202-275-6241

The first five copies of each report are free. Additional copies are
$2.00 each.

There is a 25% discount on orders for 100 or more copies mailed to a
single address.

Orders must be prepaid by cash or by check or money order made out to
the Superintendent of Documents.


