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SECTION 9
HOSPITAL-BASED AND EMERGENCY ROOM PHYSICIANS
Regulation Reference:  42 CFR 405.480 to 405.488

OBJECTIVE:
1.
To ensure that the provider-based physician remuneration was correctly determined and properly distinguished between professional and provider components.

2.
To ascertain that copies of physicians agreements, billing authorization and agreements and all other pertinent data necessary to support provider-based and emergency room physicians' agreements are in file and updated.

OTHER REFERENCES:
HCFA-Pub. 15-I, §§2l08, 2109

Cost Report Forms:
HCFA 2552-83, Worksheet A-8

HCFA 2552-83, Worksheet A-8-1

HCFA 2552-83, Worksheet C

HCFA 2552-83, Worksheet D

HCFA 2552-83, Worksheet D-3

HCFA 2552-83, Worksheet A-8-1
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HOSPITAL-BASED PHYSICIANS
9.01
Ensure that the provider-based physician documentation submitted by the provider includes the following:

A.
The most current approved rationale (provider-based physician allocation agreement) for each department used in determining the Worksheet A-8 adjustments.

B.
A departmental listing of all the physicians receiving payments, including amounts paid to each physician as well as amounts paid for purchased services.

C.
Current "Physician's Authorization for Hospital Billing" for the providers using the combined billing procedures.

D.
Calculation of the amount of the professional component of provider-based physicians' remuneration removed from allowable costs.

E.
Bad debts determination and calculations according to program instructions for out​patient services applicable to profes​sional component of provider-based physicians - combined billing.

F.
Determination of provider overpayment or underpayment for patient care services of provider-based physicians when the charges are based on the physicians' compensation and the provider billed on Form HCFA-1500.

1.
Appropriate computation of the over/under payment.

2.
Notification to the Part B carrier.
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G.
Explanations of material differences found in the adjustment(s) for provider-based physicians - Part B amounts when current costs are compared to prior costs.

9.02
Review the list of all physicians receiving payments (9.01B above) and prepare schedule listing by department all amounts paid to them and also amounts for purchased services.

A.
Compare this list with approved rationale and ascertain reasons for any differences.

B.
Enter on the schedule the approved rationale for each department (9.01A).

9.03
Examine contracts with physicians to determine that amounts paid were in accordance with the contract.

9.04
Review the amount of the professional component provider-based physician remuneration removed from allowable cost (9.01D).

A.
Verify the amounts adjusted on Worksheet A-8 by department and by type of billing arrangement such as:

1.
Combined billing; 

2.
Fee-for-service; and 

3.
Unusual arrangements.

B.
Ascertain that Worksheet A-8 adjustments include amounts reducing provider's costs for remuneration applicable to provider-based physicians providing personal patient care (professional component) services:

5-84
Rev. 16


EXHIBIT 9 (Cont.)

12-85
HOSPITAL AUDIT PROGRAM


AUDITOR'S
PROCEDURE
   INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
1.
Radiologists;

2.
Pathologists;

3.
Cardiologists;

4.
Anesthesiologists;

5.
Neurologists; and 

6.
Other provider-based physicians.

NOTE:


a.
Provider Component - Portion of HBP compensation for physician services (supervision and administration of the hospital affairs) is to be included as cost of the institution and reimbursed on reasonable cost basis under Part A.

b.
Professional Component - Portion of HBP compensation for professional services directly related to the medical and surgical care of the individual patient should be eliminated from the hospital costs and reimbursed on reasonable charge basis under Part B.

C.
Reconcile the HBP adjustments shown on Worksheet A-8 with the amounts shown in column 1 of Work​sheet D-3.

D.
Obtain explanation or make appropriate adjustments for material differences noted in step 9.01G.

9.05
Verify the calculation of reimbursement settlement for professional services rendered to Medicare beneficiaries by provider-based physicians not using combined billing.
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A.
Obtain a copy of the provider's computation of amounts to be excluded from the hospital's costs.

B.
By discussion and review of the operations, ascertain whether all hospital-based physicians have been considered for inclusion in the computation.

C.
Determine that the computation obtained in (A) above is consistent with the method approved by the intermediary and is otherwise essentially fair and reasonable.

COMBINED BILLING 

9.06
Where a provider specifically uses combined billing, ascertain that:

A.
The hospital customarily bills for both the hospitals' and physicians' services to all patients (i.e., both Medicare and other). 

B.
Physicians are compensated by salary, or receive a percentage of charges.  Test to see that physicians' compensation is not totally or partially duplicated in Parts A and B.

C.
For inpatient services combined billing is only used by radiologists and pathologists.

9.07
Review the following cost report worksheets and determine that:

A.
Worksheet A-8 adjustments agree with Worksheet D-3, column 1, lines 1 through 11.

B.
Worksheet D-3, column 2, lines 1 through 11 agree with Worksheet C, column 1.

C.
Worksheet D-3, columns 4b, 4c, and 4d agree with provider's log or PS&R report if log is not available.
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D.
Worksheet D-3 includes Medicare inpatient Part A settlement charges less charges to patients not having Part B coverage plus inpatient Part B settlement charges as reported on Worksheet D, column 4.

NOTE:
If provider was on combined billing for only part of the period, the amounts reported on Worksheet D-3 must be apportioned accordingly.

9.08
Compute Part B component of compensation and enter on the schedule:

A.
The actual basis of billing Part B component per review of HCFA 1450's, HCFA 1453's and/or HCFA 1483's.

B.
Using actual basis of billing (i.e., HCFA 1450's, HCFA 1453's and/or HCFA 1483's percentage(s)), compute Part B component.  Where this differs, compute over/under billings made to Part B carrier. If material, propose necessary adjustment(s).

NOTE:
When combined billing is in effect, use Part B compensation for those specialties from the effective date of combined billing.

C.
Compare Part B component as calculated above to provider's calculation and reconcile the differ​ence. The following should be noted when making this comparison:

1.
Actual compensation is the total compensation less any bad debt factors.

2.
Annuity or tax shelter plan should be considered as part of the physician's actual compensation.
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3.
Malpractice and comprehensive liability insurance premiums incurred by the provider for its hospital-based physicians must be included as part of the physician's total compensation.

FEE-FOR-SERVICE COMPENSATION
9.09
Review analysis of the amount of the professional remuneration removed from allowable costs.

A.
Examine physicians' agreement in effect and verify the agreed fee for each procedure.

B.
Test computation of the total compensation (agreed fee multiplied by the number of procedures performed).

C.
Where it appears that the provider was underpaid/overpaid on HCFA-1490, inform the carrier so that they can make the proper recovery/payment.


HBP COMPENSATION BASED ON UNUSUAL

OR COMPLEX ARRANGEMENTS
9.10
Review reconciliation of compensation (HBP Professional Component) removed from allowable costs.

A.
Examine physicians' contracts and obtain all necessary information to describe thoroughly and accurately the unusual or complex arrangements used in computing physician compensation.

B.
Verify computation and compare with the amount shown on Worksheet A-8.  The adjustment made should agree with the amount shown in column 1, Worksheet D-3.
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9.11
Where the department was operated by an independent physician rather than the provider, ascertain that the income (if received) from the physician for space related costs or supplies and salaries paid for by the provider was offset against the allow​able costs.

9.12
Determine if physicians bear the cost of operating a department and bill patient directly.  Review the physicians' reasonable charges and adjust downward or upward if the provider is bearing a cost which is significantly lower or higher than its own share of the proceeds of such charges.

EMERGENCY ROOM SERVICES
9.13
A.
Determine the propriety of guaranteed standby fees and minimum compensation paid to emergency room physicians claimed by the provider.

NOTE:
Physicians unmet guaranteed standby fees are allowable only for emergency room services.

B.
Ascertain that copies of the current agreements of the physicians who contract to work in the hospital emergency rooms under guaranteed standby fees or minimum compensation are on file.

C.
Obtain/prepare workpapers showing:

1.
Conditions outlined in HCFA Pub. 15-I, §2109.2 were met in order for the standby costs to be recognized as a hospital cost for Medicare reimbursement purposes.
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2.
Charges and not collections were considered in determining the incurred costs to meet the guarantee for the service of emergency room physicians.

3.
An imputed charge has been established for those services rendered for which no charge is made when determining the guaranteed amount.

4.
Costs were distributed between Part A and Part B in accordance with contract provi​sions as to duties per instructions stated in HCFA Pub. 15-I, §2109.5.

5.
Emergency room costs were reduced for any cost recovery considerations paid by any agency such as city or county for maintaining emergency room services.

6.
Guaranteed standby fees do not include subsidies to attract physicians to the community.

D.
Review Worksheet A-8 to determine if there were adjustments increasing provider costs for physicians' unmet guaranteed standby fees for hospital emergency services.

9.14
Write a conclusion on the audit procedures performed.
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