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5200.
GENERAL ACCOUNTING OFFICE (GAO) AND DEPARTMENT OF HEALTH, EDUCATION AND WELFARE AUDIT AGENCY (DHEWAA) ACTIVITIES.

A.
General.-- Occasionally the GAO and/or DHEWAA will conduct surveys or full-scale audits of carrier Medicare operations.  Ordinarily the auditors will coordinate arrangements for such surveys and audits through the BHI regional office which will advise carriers when to expect the auditors.  However, carriers should inform the RO immediately of any audits, requests for information, visits, or other activities about which they have not been previously notified by the RO.

(See Part l, 4502 concerning DHEWAA audits of carrier records conducted to establish administrative costs after the submittal of the final cost proposed and close of the carrier's accounting year.)

B.
Cooperation With Auditors.-- Carriers should cooperate as fully as possible with the auditors.  Auditors should be provided with adequate work space and facilities.  Files, operating manuals, instructional materials, and other requested records should be made available to them.  Where feasible, priority should be given to their requests for special computer runs.  However, if such computer runs or other requests involve significant costs, they should be first cleared with SSA.

The RO should be informed of any information or materials made available to the auditors.  If material is specially prepared in response to a request of the auditor, an informational copy of such material should be submitted to the RO.

C.
Close-Out Interviews.-- Before issuing a report on an audit or survey, GAO or DHEWAA will usually discuss its findings with the carrier and SSA.  Carriers are encouraged to ask for clarification of findings and recommenda​tions and to rebut the findings or recommendations wherever appropriate.  A thorough review of the preliminary findings and recommendations will frequently eliminate misunderstandings in the final report.
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Carrier Safeguards Against Employee

Fraud, Theft, Embezzlement, or Sabotage
52l0.
FRAUD, THEFT, EMBEZZLEMENT, OR SABOTAGE OF MEDICARE FUNDS OR MATERIALS BY CARRIER EMPLOYEES.

The mention of fraud, theft, embezzlement, or sabotage by an employee is a distasteful subject to any organization and to its employees.  Unfortunately, however, such cases do occur and, consequently, an instruction is required to outline procedures to deter such occurrences and to set forth the procedures that should be followed if such an act is discovered.

Acts of fraud, theft, embezzlement, or sabotage involving Medicare funds or materials, constitute violations of the United States Criminal Code, and thus the ensuring investigations are matters within the jurisdiction of the Federal Government.

Carriers have a responsibility to notify the RO without delay of a suspected violation by an employee and to thereafter cooperate with the RO in any subsequent investigation conducted by the RO or other Federal agency.  Carriers also have a responsibility to develop and maintain at least the minimal of theft, embezzlement, fraud, or sabotage involving the Medicare funds or materials for which they are accountable.

52l0.l
Application of the United States Criminal Code.-- Medicare requests for payment, e.g., SSA-l490 and SSA-l554, constitute "claims against the Government."  It is a violation of Federal law to make or cause to be made or to use for those purposes claims forms or other papers relating to claims.  In addition, to aid or otherwise participate in an attempt to defraud the Federal Government with respect to claims in punishable as a conspiracy under th U.S. Criminal Code.  Anyone convicted of any of the above violations is subject to imprisonment for up to five years and to a fine of up to $l0,000.  Appropriate citations of the United States Criminal Code are 42 U.S.C. (Section 208 of the Social Security Act); l8 U.S.C. 285-287, 37l, 47l, l00l, l002, and 207l.

52l0.2
Situations Which Should Be Reported to the RO.-- The following are examples of acts which carriers must bring to the immediate attention of the RO when they have reason to believe that an employee:

A.
made, or caused to be made, false or fictitious Medicare requests for payments;

B.
altered Medicare requests for payment submitted by others;

C.
without authorization, took and/or used Medicare claims forms, bills or other papers relating to Medicare payments;

D.
entered into a conspiracy with another person to defraud the Government with respect to Medicare requests for payment;
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E.
knowingly issued, or caused to be issued, checks for Medicare payments not in fact due the payee;

F.
knowingly issued, or caused to be issued, Medicare checks in a fictitious name and/or to an address other than the address of the proper recipient of the payment;

G.
stole Medicare checks in the possession of the carrier;

H.
cashed or attempted to cash erroneously issued checks;

I.
accepted payment in any form from an organization or individual to influence the payment or nonpayment of Medicare funds.

J.
otherwise illegally obtained Medicare funds from the carrier;

K.
caused premeditated destruction of Medicare files or property.

52l0.3
Carrier Minimum Safeguards.-- When considering the subject of preventing or detecting employee dishonesty, three areas of carrier operations should be kept under constant observation and control.  These areas are personnel selection, and manual and computer processing of claims.

A.
Personnel Selection.-- Employment applications for employees in critical areas should provide for the job applicant's signed authorization to contact his past and present employers and to verify all data provided.  The data provided should be verified either by personal meetings, telephone, or mail.  The employment application form should provide for the applicant's signed acknowledgment that falsification of his application could be cause for dismissal at any time after employment.

B.
Manual Claims Processing Area.-- All carriers have a quality assurance review or an end-of-line review in their Medicare operation.  The management personnel who are responsible for these reviews should be reminded periodically of the possibility of employee dishonesty.  Further, each contractor should have developed and be applying to this operation a vigilant protection and detection program.  A basic part of this program should involve check security.  Minimum security measures should be as follows:

l.
A significant sample of work being processed should be reviewed by supervisors or by a theft/fraud detection group.

2.
Work which appears to have been altered or approved for payment without proper supporting documentation should be discussed with the processor immediately.  If the alteration and subsequent discussion with the employee indicates fraudulent intent the matter should be documented and reported immediately to the RO.

Work not connected with the questionable material should not be delayed pending resolution of the issues involved.
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3.
Individual claims for an unusually large sum of money considering the services involved, should be reviewed by two processors or authorizers before payment is made.  This review may be accomplished as an integral part of the review specified in Item l.

4.
Employees responsible for the issuance of checks should be separate from the employees who approve claims for payment.  In a small contractor operation the responsible check signer may be a corporate officer.  In a large contractor operation the check issuing staff should be subject to the same type of review as described in Item l through Item 3.

5.
Blank checks should be carefully controlled.  They should be kept in locked containers until needed for issuance and should be numbered or otherwise coded to show that each check was used to pay a specific Medicare claim.

6.
Returned checks should also be carefully controlled.  They should be logged back into the contractor's operation by one person with final disposition of the returned check by a second person.  This system allows a cross check on final disposition of these checks.

C.
Computerized Claim Processing Area.-- Carriers use of a veritey of systems and programs to process their workloads.  However, some basic protective internal controls must be adopted to protect Medicare funds and property.  The following hypothetical cases illustrate the necessity for the establishment of these controls:

Case l:
A modification of the address routine results in the address intended for check number 2038 being printed on check number 2037, the address intended for check number 2039 being printed on check number 2038, etc.  The problem is detected after all the checks have been mailed.

The defective routine was inserted by a disgruntled employee.

Case 2:
A modification of the address routine resulted in the address of a programmer's mother-in-law being printed on checks involving three specific health insurance claim numbers.  The numbers belonged to beneficiaries who had already satisfied the deductible.

The defective routine was inserted by a dishonest employee.

In general, the best protection against fraud, theft, embezzlement, or sabotage similar to those illustrated by these cases is a set of formal procedures which contain internal controls.  These controls should include, but need not be limited to, the following:  (The specific procedures will vary depending on the organizational structure as well as other standard operating procedures of the carrier.)
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l.
Separation and close supervision of the work of computer programmers, console operators and other employees who have access to the computer or programs used by the computer. Two or more individuals should be involved in each program change. Good management practice precludes allowing a programmer to test run his program.  The carrier should independently test new programs to insure that they cannot be used to defraud its operations.  Computer console operators should also have their runs carefully supervised by management officials.

2.
Specific individuals or an organizational segment should have the exclusive right to authorize changes in title XVIII EDP programs.  The authorization should be in writing and should describe, in lay language, the reason(s) for the change.  Code sheets should be prepared by the programmer and the individual reviewing the change.

3.
A transmittal should be prepared for each updated program deck released to the EDP operating personnel.  The transmittal should include a description, in lay language, of the reason for the change.

4.
Programs and documentation should be kept in a secured area by a tape librarian. The tape library should be locked when unattended.  The librarian should release programs to a user only on the basis of a written auhorization for the program change or a written statement of the emergency requirement for a change.  A regular authorization should state the time and date the user took the program and the reason the program is required.  A regular authorization should be obtained as soon as possible for each emergency change.  When the program is returned to the library the user should state the time and date of its return.

5.
All documentation should be filed in some logical manner so that it will be easy to ascertain when an improvement, correction, or other modification was made.  This documentation will also facilitate pinpointing when errors were introduced, who was responsible, etc.

6.
Computer operation time logs should be carefully maintained and audited frequently while the work produced by a console operator should be measured against the time that he operated the computer system.

7.
Each computer console operator should be required to prepare a written report each time he operates the computer.  This report should describe the work he performed and the exact time that the computer was in operation.

8.
Computer hardware, including memory banks and stored programs, should be located in an area to which access is limited during both attended and unattended times.  This access should be restricted to employees and visitors who have a need to be in that area.  They should be issued badges.
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possibly color coded for security, to limit access to the computer rooms and the tape library.  Other employees and visitors should definitely be excluded from these areas.

These standards are intended to represent minimal measures which should be taken to protect Medicare funds and property.  Additional and improved safeguards in the carrier's operations should promptly be designed as the need is demonstrated by problems revealed, as operations change, or as staffing and workload increase.  When the carrier has developed such additional safeguards for introduction into its system it should notify the regional office of the safeguards prior to implementation.  That office will either approve or deny the implementation.

NOTE:
The establishment and enforcement of these internal controls over program changes does not negate the need for audit activity to insure that the automatic data processing system is functioning properly.  Carriers should continue to develop techniques for validating each EDP run.
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Medicare Checks and Check Control
52l5.
MEDICARE CHECK FORMAT SPECIFICATIONS

The following phrase must appear on all checks or drafts made out for the purposes of paying benefits and related administrative costs authorized under title XVIII of the Social Security Act:


MEDICARE PAYMENT


For Health Insurance--Social Security Act

The words "Medicare Payment" will be centered at the top of the check or draft and printed in at least l/4-inch type.  The name and address of the company should appear on the face of the check. If it is the practice of the company, the check may also include a company emblem or a picture of a building occupied by the company.  However, advertising may not be included on the face of the check.  Similarly, advertising should not appear on the envelope in which the check is mailed.  (See § 5l00.)  While each contractor will design its own check format to meet its own equipment and systems needs, it is expected that the type sizes of the items placed on the check will not detract from the required phrase.

Contractors are to print on the back of all Medicare checks the following statement:

"This payment is made with Federal funds.  Fraud in procuring, forgoing of signature or endorsement, or materially altering this check is punishable under the U.S. Criminal Code."

On the back of the checks used for payment for assigned claims only, the contractor should print the following statement above the penalty clause:

"AS PROVIDED BY THE TERMS OF THE LAW UNDER WHICH THIS CHECK IS ISSUED, THE UNDERSIGNED PAYEE, IN ACCEPTING ASSIGNMENT, AGREED THAT THE CHARGE DETERMINATION BY THE MEDICARE CARRIER SHALL BE THE FULL CHARGE FOR ANY SERVICE FOR WHICH THE CHECK IS PAYABLE.  THE PATIENT IS RESPONSIBLE ONLY FOR THE APPLICABLE DEDUCTIBLE AND COINSURANCE, AND FOR NONCOVERED SERVICES."

This statement should be used where assigned claims are segregated in groups from nonassigned claims in the payment run.  A "halt" procedure must be programmed in the payment process where assigned and nonassigned claims are segregated, if it is not currently included in the system.  This will allow the operator to change paper as appropriate.  Contractors are encouraged to arrange their systems so that the special statement is shown on all assigned claims.

It is not necessary to show the account name on the check; but if one is shown, it should read "Federal Health Insurance Benefits Account."  If an intermediary has Part A and Part B and desires to show an account, it
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should read "Federal Health Insurance Benefits Account--Part A" and "Federal Health Insurance Benefits Account--Part B."

If a time limitation is given for cashing a check, it cannot be less than six months.

Contractors are requested to clear with BHI prior to printing or contracting for printing all formats of checks or drafts planned for use in making payments under title XVIII.  The check format should be submitted to the RO with a copy of Contract Financial Management Branch.

NOTE:
When the check and the explanation of Medicare benefits are part of the same form and the format of the EOMB (or check and EOMB) is being revised, the format should be submitted to BHI central office in accordance with §7000 of Part 3.

See §5225 for required controls on issuance of special checks.  See §5220.2 for carrier action in cases involving possible forged endorsements of Medicare checks.

NOTE:
This section corresponds to §44l2.l in Part l.

52l6.
PRESIGNED CHECKS.

The use of presigned checks in making benefit payments from the Medicare special account is prohibited unless prior approval has been obtained from the RO.

Use of presigned checks creates many security problems, such as the inherent danger or inadequate control over presigned checks to preclude potential diversion or alteration prior to issuance of the checks.  These hazards exist from the time of printing, i.e., prior to delivery, when company controls are not in effect, through the time of issuance.  The benefit derived from such use of presigned checks is generally more than offset by the cost and effort required to provide sufficient safeguards and controls.  Therefore, consideration of other alternatives will usually result in a more effective and efficient payment system.

Contractors requesting approval to use presigned checks should submit to the RO, with a copy to the Contract Financial Branch, BHI, an explanation of the narrative will be an outline of the safeguards and controls developed by the company.  The proposal should also contain safeguards taken by the printer in the printing and delivery of checks.  In addition, it is requested that the contractor submit evidence of the bonding company's approval and coverage of the presigned check procedure.

NOTE:
This section corresponds to § 44l2.4 in Part l.
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52l7.
RETENTION OF CANCELLED CHECK FILES.

As part of the records retention program, establish files for the retention of paid checks received from banks covering amounts paid to beneficiaries, physicians, and other suppliers of service under the Supplementary Medical Insurance Program.  Include check vouchers and cancelled or voided checks resulting from nonreceipt, loss, theft, or nondelivery where the beneficiary can not be reached.

Close out benefit check records (as outlined above with the exception of voided checks) at the end of the calendar year in which the check was cancelled (paid).  See §§ 44l2.8-4412.l0 in Part l concerning maintenance of files for voided checks.  After a file segment is closed, keep it for one additional year before its retirement to the appropriate FARC. Work out the details with the FARC in accordance with §5420.

Contractors authorized to microfilm cancelled checks are permitted to transfer benefit check records to the FARC after retaining them for a shorter period than outlined above. (See §§54l0ff.)

NOTE:  This section corresponds to §44l2.l0 in Part l.

5220.
THEFT OR POSSIBLE FORGERY OF MEDICARE CHECKS.

5220.l
Theft of Medicare Checks From a Carrier's Office.-- If you  discover that blank checks, unissued checks, or checks which were issued and returned uncashed have been taken from your office, notify the RO at once.  The RO will insure that investigative efforts are coordinated with Federal, State, or local authorities.  Do not release or issue a statement to the press about the theft without first consulting the RO.  (See § 5225 for required controls on special checks, and § 52l6 for restrictions on use of presigned checks.)

5220.2 
HCFA Administrative Responsibility Regarding Possible Check Forgery.-HCFA is responsible for coordinating the investigation and settlement of claims in connection with carrier checks, including the determination that a check endorsement has been forged.  Within HCFA, this responsibility has been assigned to the Bureau of Program Operations, Office of Program Administration (the central office component), and the Division of Program Operations (DPO) in the ROs.

5220.3
Carrier Development in Cases of Alleged Medicare Check Forgery.--To a large extent, determinations regarding alleged forgery of Medicare checks are made based upon the facts you can compile regarding the allegation.  This investigation is an administrative mechanism, not a criminal determination.  
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If you receive an allegation of forgery involving an amount under $50, reissue the check without conducting a review.  However, maintain a log of all beneficiaries for whom checks have been reissued.  Compare subsequent allegations of forgery against the list to determine if the same bene-

ficiary  made more than one allegation.  If so, review both occurrences to determine if beneficiary fraud may be involved.  Advise the RO's Division of Program Operations when the results of your review indicates potential fraud.

Following are procedures to help you to make a determination as to a forged endorsement:

Examine the original check as to the correctness' of name and address of beneficiary at time of issuance.

Ascertain who received the check, whether the payee or another person, who can verify receipt.  If the check was not received, attempt to ascertain what prevented its receipt .

You can mail a questionnaire (Exhibit 1) to the beneficiary to obtain the pertinent facts. It includes an affidavit that the endorsement is a forgery and that the beneficiary has not in any way benefited from the proceeds of the check.  Fill in the appropriate information and send it to the beneficiary for completion.  

If it is necessary to examine samples of the beneficiary's signature, request (Exhibit 2) five signature exemplars on (Exhibit 3) and an authorization form (Exhibit 4) for release of information to appropriate law enforcement authorities.  Insert the appropriate information on the authorization form and send it to the beneficiary for signature.  If an expert signature analysis is desired, forward by certified mail the original check in question, the original five signature exemplars, and the original completed questionnaire to the:

Office of Inspector General

Document Analysis Lab, OI

Room 4-A-l4, Operations Bldg.

640l Security Boulevard

Baltimore, MD  2l235

2-313.1
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An analysis will be prepared and referred directly to you.  When a determination has been made that the check has been paid on a forged endorsement, reissue a check to the beneficiary.

Take appropriate action to recover the amount of the forged check in accordance with applicable State law.  In requesting your issuing bank to credit your account, you may provide the following documentation: 

l.
An affidavit from the beneficiary regarding the forgery.

2.
The original check sent by certified mail.

3.
A letter to the bank explaining the pertinent facts.

Any subsequent legal procedure against the person or persons accused of forgery should be taken by the person or institution sustaining the loss.

If you decide not to reissue a check, notify the beneficiary by letter explaining the basis for your decision, and advise the beneficiary that he/she can submit a request for an administrative review within 30 days to the appropriate HCFA RO, DPO (Exhibit 5).

5220.4
Erroneous Recipient.--Occasionally, a Medicare check is erroneously sent to a person who is not entitled to the check, but who has the same name as the beneficiary. Upon endorsing the check, the erroneous recipient has perhaps technically forged it, in that it was meant for another person (of the same name), and the recipient knew or should have known he was not entitled to the check. 

The objective in this case is to recover the funds.  Because the check was sent to a person with the same name as the beneficiary, with regard to recoupment you are not in a good position to inform your issuing bank that the check was "forged".  Contact recipient, explain what has occurred, and request repayment (Exhibit 6).  

If he/she refuses or does not respond to your requests within a reasonable time, determine if he/she is a Medicare beneficiary.  If so, flag his/her future assigned or nonassigned claims, reduce the amount paid by the amount of the erroneous payment, and advise the erroneous recipient of your actions.   If he/she is not a Medicare beneficiary, send copies of pertinent information to your servicing RO.

Enclose a letter explaining why you are forwarding the case and what has been done to try to recover the money.  DFO will contact the recipient and, if necessary, initiate procedures to offset current or future social security benefits by the amount of the erroneous payment.
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5220.5
Handling of Negotiable Instruments.--If you receive a remittance with an agent/agency of the United States as payee (such as a civil fraud settlement check), forward it along with any pertinent correspondence to the RO for appropriate disposition.

5220.6
Exhibits
Exhibit l - Questionnaire Concerning Forged Check

Exhibit 2 - Request for Beneficiary Signature Examplars

Exhibit 3 - Signature Exemplar Form

Exhibit 4 - Beneficiary Authorization for the Release of 

                    Information Regarding Allegation of Medicare

                    Check Forgery

Exhibit 5 - Notification to Beneficiary of Nonreissuance of

                    Check

Exhibit 6 - Notification of Erroneous Issuance of Check 
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Form Approved

                                                     
By OMB 09380205    
                                                      




Exhibit l

Questionnaire Concerning Forged Check
Dear                               :

So that we can process your allegation that the endorsement on Medicare check number            , dated                for $                    was forged, please complete this questionnaire and return it to:

l.
What was your address at the time the check was mailed?

2.
Do you know if the check was delivered to your address?   

        
/ /Yes  /  /  No  Did you ever see it? /  / Yes 


                                                    

        
/  /  No

                                                                                                            
3.
If you know that the check was deliver somewhere else, where was it delivered.

4.
If you know, state who received the check.

HCFA-45l
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Exhibit l (Con't)

5.  
How is your mail delivered ?  /  / Post Office Box

/  / Apartment House Mail Box /  / Individual Mail Box 

(attached to building) /  / Rural Type Mail Box (at curb 

or road) /  / Door Slot Delivery

6.  
If you get your mail in a Post Office Box or a door slot,

         
does anyone have access to it other than you?

        
 /  / Yes  /   / No

If so, Who?                                             
7.  
Did you sign the check on the back? /   / Yes /  / No  If not, do 

you know who did? /   / Yes /   / No  If so, who is it and where can we 

contact that person:

8.  
Did you receive any of the money from this check?

         /  / Yes /  / No

9.  
Where do you usually cash or deposit your checks?         
2-3l3.5
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Exhibit l (Con't)

l0.
Do any friends or relatives assist you in cashing or 

depositing your check? /  / Yes /  / No  If so, who and how?                                         
ll.
Name and address of place check was cashed, if you know it.

Have you ever cashed a check where this check was

cashed? /  / Yes /  / No

l2.
Please list all banks and savings and loans where you have savings or checking accounts, and your account numbers.                                                                                           

l3.
Please list a phone number where you can be reached 

during the day. (                  )                                                                                       
                          
         area code
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14.
If you think you know who cashed this check, please 

put the details on the reverse of this form.

                           BENEFICIARY'S SIGNATURE

                           BENEFICIARY'S ADDRESS

                           DATE COMPLETED

                           NAME OF PERSON(S) WHO ASSISTED YOU

                           IN COMPLETING THIS FORM

Your cooperation is appreciated.

                               Sincerely,
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Exhibit 1 (Cont'd)


AFFIDAVIT OF BENEFICIARY
I,                                                          , of                                do swear and state that the following is true and correct to the best of my knowledge:  that I did not endorse, authorize anyone else to endorse, receive proceeds from, or benefit in any way whatsoever from the proceeds of Medicare check number in the amount of                            drawn on account number                        in the 

name of                                                           with                            

   (Med​i​care carrier or intermediary)                   (Bank)

dated                        .  This check was made payable to me, and the endorsement affixed to it is a forgery.  I am innocent of any collusion with any person in the forgery of this check.

I understand that an untruthful report that my own signature on a check is a forgery, made to receive additional Medicare payments, may subject me to criminal prosecution.

                                     





AFFIANT (SIGNATURE)

                                     





DATE

     
COUNTY OF                        
    
   )

                            


 
   )  
ss

                             



   )

     
STATE OF                                      )

Subscribed and sworn to before me this                                        day of                    , l9      .

Notary Public

My commission expires:                 
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Exhibit 2


Request For Beneficiary Signature Exemplars
Dear                               
In order to continue our investigation of your statement of Medicare check forgery, we need your written permission to obtain needed information. Please complete the enclosed form.  In addition, we need five samples of your signature; please sign the enclosed five pages as indicated.  Return them to us at the following address:

                            


Sincerely,

Enclosures
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Exhibit 3


SIGNATURE EXEMPLAR FORM

Sign your name in the box below on the space indicated.

                                                                   (SIGN HERE)
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Exhibit 4


BENEFICIARY AUTHORIZATION FOR THE RELEASE OF 


INFORMATION REGARDING ALLEGATION OF 


MEDICARE CHECK FORGERY

I                                                                                                                                          ,

  (First Name)           

(Middle Name)        

(Last Name)

                                       , give my consent to the Health

     (Social Security Number)

Care Financing Administration and to                                                                                        







   (Medicare carrier or intermediary) 

to release all records or information in their files relating to my allegation of forgery involving Medicare check(s)                       dated                         in the amount(s) of                            

  (Numbers)

issued by to the U.S.                                                                 to the U.S. Postal Inspector

          
(Medicare carrier or intermediary)

Service, and to State and local law enforcement agencies.  In addition, I authorize any savings or lending institutions for a period of 3 months from the date shown below to release any records or information in their control relative to my allegation of forgery to any of the above agencies.  I understand this release is needed to conduct an investigation into my allegation of forgery.

I also understand that I may revoke this authorization at any time before financial records are disclosed, and that I may obtain copies of records kept by the financial institutions identifying the Government authorities to which disclosure is made.

                                 


         
(Signature)

                                          



(Date)

  (Witness, if any)

  (Witness Signature)

  (Date)
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Exhibit 5


NOTIFICATION TO BENEFICIARY


OF NONREISSUANCE OF CHECK

Dear                          :

We have investigated your allegation that Medicare check number               for $                   issued on                                        was forged.   (Insert brief description of rationale for not

(Date)





reissuing check here.)  We will therefore take no further action on your complaint at this time.

If you do not agree with this determination, you may submit a written request for an administrative review within 30 days of the date of this letter to:

Department of Health and Human Services

Health Care Financing Administration

Division of Program Operations

(Address)

(City, State, Zip Code)

If you request this administrative review, you have the right to submit additional information in support of your allegation of forgery.  You should submit such information in your request for review.

                                    




Sincerely,
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NOTIFICATION OF ERRONEOUS


ISSUANCE OF CHECK

Dear                         :

On                              a Medicare check for $          was mailed to you in error.  Our investigation

            (Date)                                     (Amount)

 indicates that you  (deposited, cashed) this check at                                                                      
                                      
 (Bank or Business)

                                                                                                                                                     ,

on                                .

              (Date)

Please refund the amount of this check by sending your check or money order to:

                (Contractor's Address)

If you have any questions, contact                                                                                               
                                        
 (Analyst)

at                                                                               .

          (Phone Number)

                                   

Sincerely,
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5225.
CONTROLS OF SPECIAL CHECKS.

A "special" check is defined as one which represents a payment made for a claim outside the regularly established claims processing system.  These payments are made on sensitive claims (e.g., claims authorized for such payment by the RO) which require expeditious handling and manual processing.  In order to avoid bypassing regular computer safeguards and accounting controls, institute adequate controls when special checks are issued which include all of the following aspects and procedures:

l.
Separate Processing Steps.-- Different individuals should be responsible for handling each of the major claims processing steps.  It is important in approving "special" payment that a thorough and not a pro forma review be performed.  The stations responsible for claims review should not be able to initiate or authorize such payments. An example of this approach would be a contractor with three processing steps leading to the issuance of the special check:  authorization, typing, and accounting.  The claims department initially reviews claim and authorize the payment.  The authorization for payment is sent to a typing unit for preparation of the check while the claim is sent to accounting.  The accounting department reviews both the claim and the typed check before signing the check.

2.
Identifiable Checks.-- You must be able to identify your "special" checks.  The method of check identification can be selected by you.  It can be the regular checks with a block of sequential numbers allocated to "special" checks or checks of a different color or design, etc.  Under no circumstances use unnumbered checks.
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An unnumbered check is difficult to control and if stolen, it is almost impossible to place a stop payment with the bank.

Tight control of the checks must be maintained,  Blank checks should be locked up at night.  The number of checks available for manual completion should be balanced against the number actually used.  Appropriate action should be taken to stop payment and to investigate lost or stolen checks. Audits should be made periodically of all special checks. Any returned "special" check or EOMB. should be promptly investigated.

3.
Mailed EOMB's.-- EOMB's should always be mailed.  As an additional precautionary measure, they should be mailed even though the check is presented to the beneficiary or payee in person (see Part 3 § 70l7).  On these few occasions when the check is presented in person, the beneficiary must present positive identification and a knowledge of pertinent case factors before the carrier releases the check.

When the RO authorizes the carrier to make a special payment where the beneficiaries' entitlement and deductible status is not established on SSA's records, the EOMB or other notice must contain a message along the following lines:

"This payment is being made without investigating your deductible status for this year. It is possible that later when we have completed establishing your record, we will have to collect the outstanding deductible amount from you or withhold it from future claims."

4.
Record Association.-- A "special" check is often used in delayed or problem cases. The beneficiary under these circumstances may have submitted followup or duplicate claims.  Without record association with regular history it is, therefore, difficult to prevent a duplicate payment.  Functional Standard Nos. 4.0ff in § 5240 apply in "special" claims as well as in regular claims.  But equally important, "special" payment information must be promptly recorded to prevent the subsequent payment of a duplicate claim.  The carrier should set a control over special checks/EOMB's to assure recording of the action in the history file within 5 working days.

5.
Investigation of Nonreceipts.-- While all allegations of nonreceipt should be investigated, particular attention should be given to allegations of nonreceipt on "special" checks. Nonreceipt is an indication that an irregularity may have occurred.

The above items are a basis minimum for sound control of "special" check situations. These controls should be employed by all carriers in their claims process.

NOTE:
The article entitled "Certification and Disbursement" of the carrier agreement provides for the indemnification of the Government in the event of a loss.  In accordance with the agreement carriers are to submit to SSA for prior approval any changes or amendments to the bonding coverage originally approved.
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Functional Standards
5240.
FUNCTIONAL STANDARDS FOR CLAIMS PROCESSING OPERATIONS.

Experience in Part B Medicare claims processing has demonstrated that acceptable performance can be achieved only when the claims processing operation has acceptable functional characteristics. Standards have been developed to describe the functional adequacy of the Part B Medicare claims processing system.  These standards are applicable to any system regardless of the degree of automation.

Your operation should conform to the following list of functional standards.  Where deficient, take appropriate action to bring the particular functions up to the level described.  If modification in the claims operations will require the expenditure of funds over and above current budget allotments, submit supplemental budget request.

STANDARD

REFERENCE
FUNCTIONAL STANDARDS

NUMBER

1.0


Control of Claims in Process
l.l

Age the claim from the date of receipt. Other time frames used for internal systems control and reporting must not affect the use of the date of receipt in the aging of claims.

The receipt date is the date you are considered to have received a claim, subject to qualifications as to whether the claim data are sufficiently complete to be classified as a claim.  The receipt date is used to calculate interest payments when due for clean claims, to report statistical data on claims to HCFA, such as in workload reports, and to determine if a claim was received timely. 

Paper claims received by 5:00 p.m. on a business day, or by closing time if you routinely end your public business day between 4:00 p.m. and 5:00 p.m., must be considered as received on that date even if you do not open the envelopes in which the claims are received or do not enter the data into the claims processing system until a later date. Paper claims received after 5:00 p.m., or after your close of business between 4:00 p.m. and 5:00 p.m., may be considered as received on your next business day.

Paper claims are considered received if delivered to your place of business by the U.S. Postal Service, picked up from a P.O. box(es), or otherwise delivered to your place of business by your normal close of business time.  If you use a P.O. box for receipt of mailed claims, you must have your mail picked up or delivered from your box(es) at least once per business day unless precluded on a particular day by the emergency closing of your office or the P.O. box site.

As electronic claim tapes and diskettes submitted by providers or their agents are also subject to manual delivery, rather than direct electronic transmission, the paper claim receipt date establishment rule also applies to such tapes and diskettes.

Electronic claims transmitted to you, or to a clearinghouse with which you contract as your representative for the receipt of your claims, by 5:00 p.m. in your time zone, or by your closing time if you routinely close between 4:00 p.m. and 5:00 p.m., must likewise be considered as received on that day even if you do not upload or process the data until a later date.
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Paper and electronic claims that do not meet the basic legibility, format, or completion requirements are not considered as received for claims processing and may be rejected from the claims processing system.  Rejected claims are not considered as received until resubmitted as corrected, complete claims.  You may not use the data entry date, the date of passage of front-end edits, the date the document control number is assigned, or any date other than the actual calendar date of receipt as described above to establish the official receipt date of any claim.

Where your system or hours of operation permit, you may, at your option, classify a paper or electronic claim received between 5:00 p.m. (or your routine closing time between 4:00 p.m. and 5:00 p.m.) and midnight or on a Saturday, Sunday, holiday, or during an emergency closing period as received on the actual calendar date of delivery or receipt.  Unless your office closes early in an isolated situation due to an emergency, your cutoff time for establishment of a receipt date may never be earlier than 4:00 p.m. Do not make  system changes, extend your hours of operation, or incur significant additional costs solely to accommodate late receipts if not already equipped to do so.

The cutoff time for paper claims may not exceed the cutoff time for electronic claims. A number of carriers have reported that a later electronic cutoff time has been an incentive for provider use of electronic filing.  You are encouraged to use this tool where your system and overnight batch run schedules permit.  Likewise, at your option, you may consider electronic claims received on a weekend or holiday as received on the actual calendar date of  receipt even though paper claims received in a P.O. box on a weekend or holiday would not be considered received until the next business day.

l.2

Assign and clearly mark a control number on the claim.

l.3

Control all claims by the EDP system within 5 working days of receipt so that they can be identified for retrieval and processing within l5 working days from receipt.

l.4

Maintain identification of each claim through the final processing action.

l.5

Complete claims that do not require extensive development (routine claims) within l5 working days.

l.6

Routine reporting is required within the system to provide identification of claims aged 30 days from receipt or more.  Process these claims  as expeditiously as possible.

1.7

Answer all inquiries within 30 calendar days from the date of receipt of the inquiry.

To respond to requests for a review or hearing, use the requirements in §§12010.1 and 12010.2 in Part 3.

For situations where information must be obtained from an outside source before a complete response can be made, e.g., from a physician or an administrative agency, send an interim reply within 30 calendar days and send the full response as soon as the necessary information is obtained.

If the claim was processed and an EOMB sent within 2 weeks of acting on an inquiry regarding the status of a claim, a written response to the inquiry is not required.

1.8

Accumulate information to produce an accurate Monthly Workload Report within 10 days after the end of the month, quarter, or other reporting period specified by HCFA.
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1.0 

Control of Claims in Process (Cont.)
(For purposes of counting claims into workload, use the  date of receipt of the claim as the starting point for determining aging of claims and computing pending data.  This information may be accumulated at any point in your system.  Include  claims which have been received in the report period but have not yet been placed under the computer control.)

2.0            Inputting the Claims Data
2.1

The system contains claims data verification or validation processed to assure on a continuing basis a consistent accuracy of data input that meets your established and publicized standards.

2.2

The system produces by-product reports which provide accuracy and production data on inputting operators.

2.3

The system employs reference files to control the correct selection and inputting of complete physician/supplier identification.
2.4

The system provides for address verification to insure that checks and EOMBs are delivered to the proper address.

2.5

The system requires as a minimum the input of the following data on every claim:

1.
Control number--to uniquely identify each claim.

2.
Date of Receipt--required for payment record.

3.
Health Insurance Claim Number--to identify the beneficiary for your history and query purposes.

4.
Beneficiary Name or Abbreviated Name--if the later is used, it consists of a number of characters sufficient to positively identify the beneficiary for your history and query purposes.

5.
Beneficiary Sex--a cross check in beneficiary identification, especially helpful when suffix is the only difference between HICNs of husband and wife.  It is also necessary for query purposes.

6.
Type of Claim Indicator--necessary to direct benefit checks.

7.
Amount Paid by Beneficiary--necessary to calculate benefit and to direct payment on assigned claims.
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2.0  

Inputting the Claims Data (Cont.)
  8.
Doctor Identification--necessary for pricing the claim and preparation of the EOMB.

  9.
Date(s) of Service--necessary to prevent duplicate payments, to properly calculate deductible and prepare the EOMB.

10.
Procedure Code--to identify the specific service performed.

11.
Place of Service--necessary to determine coverage, exclusion, etc., and to prepare EOMB.

12.
Type of Service--useful in prevention of duplicate payments, as well as pricing of claims.  Also required for payment record and the EOMB.

13.
Submitted Charge--for pricing and preparation of the EOMB. Also for preparation of profile data.  Should be a 7-digit field.

14.
Allowed Charge--enter the reasonable charge coded manually for denials or reductions, the allowed charge on the coding sheet or claims form.  Should be a 7-digit field.  

15.
Denials and Reduction Code--to indicate on the EOMB the reason for a denial or reduction.

16.
Special Payment Indicator--if system employs computer pricing, to indicate those items, such as Psychiatric, Physical Therapy or Radiology/Pathology, which are reimbursed on an other than normal basis.

17.
Number of Services--to record the number of services performed for each procedure recorded on the claim.

2.5

Minimum amount of data input on claim (Cont.)

The following data items are available though claims input with the claim or from computer files:

A.
Full beneficiary name and address.

B.
Representative Payee name and address (if applicable).

C.
Doctor/Supplier full name and address--for assigned claims.

D.
Remaining deductible. 

E.
Investigation Indicator--if computer prepares this statistic.
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2.0  

Inputting the Claims Data (Cont.)
2.6

The system may employ force codes to bypass consistency checks among data items in identified cases.  For systems allowing the usage of force codes, maintain documentation as to purpose, intent, and control over force codes.  

3.0               Reasonable Charge Determination
3.l

Customary charge profiles and prevailing charge screens are computer derived from prescribed data base and updated in accordance with HCFA instructions.

3.2 
The system processes reasonable charge reductions automatically where billed charges are in excess of reasonable charges within established safeguards.  These safeguards identify and reject inordinate extremes in billed charges to permit adequate manual scrutiny.

3.3
Rigid control is exercised over all profile changes which are made manually.

The system provides strict controls over manual changes to customary charge profiles or to prevailing charge screens so that improper or unauthorized changes are automatically brought to the attention of management.

3.4
The system has the capability to provide total experience data for each physician, supplier, or clinic billing as a distinct entity.

For purposes of determining total amounts billed and paid, developing pricing and utilization profiles, and the detection of duplicate bills, the system can identify each individual doctor/supplier.

3.5
The system permits the setting of an indicator on the record of any physician or supplier to cause a review of a particular type of claim or of all claims received.

3.6
The system provides for identification of physician and supplier charges that are higher or lower than customary charges because of unusual circumstances or medical complications not included in charge data base.

3.7
The system provides the reasonable charge reduction information needed for the Monthly Workload Report, Form HCFA-l565.

3.8
Reasonable charge determination is accomplished prior to query for eligibility and deductible when required.
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4.0               Control of Potential Duplicate Payments
4.l
The system has the ability to detect duplicates of claims in process, including those in error suspense, as well as those processed to completion during the active filing period (potentially 2 l/4 years).

In reviewing claims in process, claims in each computer run are compared with each other and line items within each claim are compared to detect potential duplicates.

4.2
In systems employing computer screening, duplicates that match on all fields (exact date(s) of service, physician/supplier number, type of service, procedure code, place of service, submitted charge) of completed claims are disallowed without clerical intervention.

4.3
The remaining claims are screened by the computer sequentially on the data fields mentioned below.  All potential duplicates that are identified are resolved clerically. The following two steps are used in detecting potential duplicates:

Step l Matching of the date of service with: a. physician/supplier number, b. type of service and procedure code, c. type of service alone.

Either one of the options below is selected and used consistently.  For either option, the data items are matched against the history files, claims in suspense, and other new claims.

Option No. l -- The date of service (including overlap of inclusive dates) is first matched with the physician/supplier number and type of service.  If there is a match on these items, the claim is excepted for review.  Duplicates are denied.

The remaining claims are screened in the next sequence wherein the date of service (including overlap of inclusive dates) is matched with the type of service and procedure code.  If there is a match on these items, the claim is excepted for review and duplicates are denied.

Option No. 2 -- The date of service (including overlap of inclusive dates) is first matched with the physician/supplier number.  Where there is a match, the claim is excepted for  review and duplicates are denied.
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4.0  

Control of Potential Duplicate Payments (Cont.)
The remaining claims are screened further with the date of service (including overlap of inclusive dates) matched with the type of service alone.  Where there is a match, the claim is excepted for review and duplicates are denied.

Step 2 Line items are compared within the same claim.  Line Items are identified as potential duplicates if:

a.  physician/supplier numbers agree, 

b.  dates of service overlap, 

c.  type of service is equal, and

d.  procedure codes are equal.

If physician/supplier numbers do not agree, dates of service that overlap are matched with type of service and procedure code.  If these are equal, the line items are identified as potential duplicate services, concurrent care, or unusual utilization of services.  Where duplicate services, concurrent care or utilization, that exceeds guidelines, is determined, the claim is denied.

4.4
When a HICN change is indicated in query response, the system recirculates the claim against both numbers in the history file to detect possible duplicates.

4.5
All duplicate checking is performed before query action is taken except as in Standard 4.4.

4.6
The system provides for analysis of returned checks for quality control of duplicate payments.

This contemplates keeping a record of the number of returned checks and noting the source of the services they represent as well as the dollar amounts and the reasons they were returned.

This information should be reviewed periodically (no less than every 6 months) to detect and correct flaws in the duplicate detection procedures and to reduce receipts of duplicate bills.

2-32l.l
Rev. 84

11-89
ADMINISTRATIVE REVIEW PROCEDURES
5240(Cont.)

4.0               Control of Potential Duplicate Payments (Cont.)
4.7
Monitor duplicate detection procedures continuously to insure against duplicate payments.  For example, you may find that the complete procedure code in the sequence described in Standard 4.3 seldom matches because the same service is coded differently by individual reviewers.  This suggests not only the need for a review of the coding procedures with a view toward additional training, but also the need to consider the possibility of matching on broader categories of procedures.

Any changes in the edit screens can only be performed after approval for the changes has been obtained from the RO.  All studies using such changes should include records of the anticipated savings.  If the procedure change results in substantial reductions in duplicate payments, the decision to make the change permanent should be made in conjunction with the RO and should be weighed against any added costs in the duplicate detection process.

4.8
Perform professional relations activity to reduce the source of duplicate claims.  Analyze duplicate receipts in sufficient depth to ascertain whether any one source (physician, clinic, supplier, or billing agency) is generating a large volume.  If a source is identified as responsible for a considerable number, contact the source to resolve the problems.  Maintain records of such contacts and their results. The value of this activity lies in the saving of manpower and administrative costs otherwise expended in the processing and denying of duplicate claims.  Professional relations and public informational activities that reduce the submittal of duplicate claims lessen the chance for duplicate payment, allow the systems capability for detecting duplicates to concentrate on the less avoidable duplicate receipts, and free the claims processing staff for more productive effort.
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5.0              
Medical Review (MR) Controls
5.1


Postpayment Controls
A.
Capacities
o
Maintain a computerized postpayment process to identify questionable utilization of medical services and physicians/suppliers for further investigation.

o
The system must accumulate, organize and array history data every 6 months, at a minimum, to enable the detection of trends and inappropriate practice patterns.

o
The system must calculate standard deviations or, as needed, calculate norms, percentiles, percentages, set data in ascending and descending order, calculate ratios for comparision or employ other acceptable techniques which are requested by your MR personnel to meet the goals in Part III, §7510.

o
The system must identify physicians/suppliers by specialty.

B.
Requirements
The postpayment MR system must produce reports which will satisfy these requirements:

1.
Perfom a Practice Pattern Comparison.--Generate the reports used for the comparison within 60 days of the close of the report period, allow for a peer comparison of a physician's/supplier's experience in at least the categories specified in Part III, §7512.B and for the three ratios specified in §7512.C.

2.
Provider Audit List (PAL).--Maintain the PAL on a continuous basis.  This identifies the physicians/suppliers who were found through the postpayment review procedures to require further action.  The file describes the problem(s) found with each and specifies the corrective action being taken.

3.
Prepare Quarterly and Annual Reports.--Report quarterly statistical data of postpayment activity.  At the end of the fiscal year, summarize and analyze the postpayment activity and provide recommendations for postpayment MR improvements.
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C.
Analysis
o
Select at least 7.5 physicians/suppliers per 1000 in your active provider file each year for Comprehensive Medical Review (CMR).  Qualified staff must analyze the physician/supplier practice patterns (Part III, §7514), the postpayment alert list and referrals information.

o
Analyze the postpayment data to develop prepayment screens and edits (Part III, §7527).  Include data which show unusual practice patterns, trends, relationships between procedures, knowledge of service area abuses, and utilization complaints received from beneficiaries.

o
Document corrective actions taken on all physicians/suppliers who fail to correct their inappropriate practice(s).  Initiate corrective action within 12 months from selection for CMR.  Bring unsuccessful efforts in specific cases to the attention of the OIG for administrative action.  Periodically recontact OIG for the status of referred cases.

D.
Performance Characteristics
o
Produce data to perform the functions listed under "requirements."

o
Document that at least 7.5 per 1000 of the active providers in your service area have received CMR.  Appropriate corrective action must be taken for each case.

o
Annually, prepare a study report of at least one procedure or area of postpayment concern.  (See Part III, §7514.B.)

E.
Other Considerations.--Furnish a copy of your latest PAL to HCFA with your annual report.  Also, be able to provide upon request detailed provider or beneficiary history as needed for utilization purposes.

5.2
Prepayment Controls
A.
Processing Requirements
o
Use a computerized prepayment utilization review process to subject every claim to all appropriate utilization screens, flags and edits.  Apply all general screens, whether mandated by HCFA or developed by you, to all claims.
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o
The system must be able to perform the following functions.  (See Part III, §7525.)

+
Flag
-
Specified beneficiary;

-
Specified provider; AND

-
Specified procedure(s).

+
Compare the following relationships:
-
Procedure to procedure (range of procedures);

-
Procedure to provider;

-
Procedure to sex;

-
Frequency to time; 

-
Procedure to diagnosis; AND

-
Provider (including independent labs) to certification.

+
Set limitations
-
For one-time only surgical procedures;

For initial service procedures which may be performed more than once during a beneficiary's lifetime but should not be routinely performed by the same physician; and

-
On excessive dollar charges.

o
The system must collect data on the effectiveness of the screens or edits used.

o
The system must maintain an audit trail to identify all services denied or reduced as a result of MR and all category II and III claims subject to manual MR whether approved or denied/reduced.  It must generate a listing of such services including the claim control number of each, and select statistically valid random samples from this universe.
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B.
Required Screening Categories.--Employ the following types of MR prepayment screens:

o
Category  I -- Front end medical necessity denials for which only limited statistical data are available.  They are carrier initiated and may involve manual MR or automatic denials.

o
Category II -- HCFA mandated or carrier initiated screens.

o
Category III -- Claims from specific physicians/suppliers identified through your postpayment and program integrity processes that are flagged for review.

C.
HCFA Mandated Prepayment MR Controls.--Implement and utilize the following screens for all claims.  Make manual medical necessity determinations.  Pay, deny or reduce (downcode) the value of the claims as appropriate.  (See Part III, §7529.)

Screen


HCPCS
1.
Routine foot care (excludes 
M0101

mycotic nails)

2.
Mycotic nails

11700, 11701, 11710, 11711

3.
Nursing home visits
90430 - 90470, M0049

4.
New patient office visits
90020

5.
Holter monitoring
Q0019 - Q0032

6.
Chiropractic
A2000

7.
Concurrent Care
Same date of in-hospital service by a different practitioner; same or similar specialty or subspecialty.

8.
Hospital Visits

90240 - 90280

9.
Comprehensive office visits
90080

10.
SNF



90340 - 90370

11.
Replacement of post-
V2500 - V2599

cataract external 

prosthetic contact lens
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Screen


HCPCS
12.
Comprehensive initial hospital
90220

visits

13.
Intermediate hospital visits
90260

14.
Consultation

90600 - 90643

15.
A-Mode scans

76516, 76519

16.
Seat lift chairs

E0620, E0621, E0630, E0635

17.
Tens machines

E0720 - E0730

18.
Physician inpatient dialysis
90935 - 90937, 90945 - 90947

services

19.
Inpatient rehabilitation

medicine visits
90200 - 90220, 90240 - 90280

20.
Epoetin Alfa (EPO)
Q9920 - Q9940

D.
Other Requirements.--Your prepayment MR system must:

o
Screen services identified through your knowledge of service area problems and your analysis of the postpayment review data (Category II local screens);

o
Be able to reject claims from specific physicians/suppliers for additional review (Category III);

o
Identify once in a lifetime surgical procedures received by each beneficiary for comparison with subsequent claims;

o
Retain initial service procedures in claims history to identify  procedures billed more than once by the same physicians;

o
Subject claims to review by trained reviewers using procedures developed and approved by the medical staff and the RO; and

o
Generate data for the quarterly and annual management reports submitted to HCFA.

E.
Analysis.--Evaluate the effectiveness of your prepayment screens at least quarterly.  Modify them as necessary.

F.
Performance Characteristics.--The prepayment MR system must:

o
Use computerized edits for individual beneficiary and physician/supplier claims;
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o
Use computerized edits for specific procedures, items or services;

o
Have adequate computer capacity to comply with the requirements here and in subsection 5.2.A;

o
Use written medical evaluation guidelines to instruct review staff as to how to make review determinations, establish the medical basis for decisions and clarify  when questionable medical situations must be reviewed by a physician or other medical staff.

o
Use written physician or medical professional determinations to resolve questional claims referred for higher level review.  Document claims that are not adjudicated using written medical guidelines as to the reason for the reviewer's decision. Justification is required in the event of an appeal or a quality review.

G.
Other Considerations.--Implement all HCFA mandated screens.  Bring any problems in meeting this requirement to the attention of the RO.  Test all carrier generated screens before implementing.  Notify the RO of any suggested changes in any prepayment screen.  Obtain prior RO approval for all automatic computer denial screens.

You may not deny services which exceed frequency screens without reviewing relevant information submitted with the claim.  Request additional information from physicians before denying an unassigned claim for lack of medical necessity under §1862(a)(1) of the Act.  Prepare medical guidelines for payment and determine what evidence is acceptable to establish medical necessity. Consult with the medical community per §7531 when developing or changing your medical payment policies, and make copies available to the public.  On an ongoing basis, clearly communicate your documentation requirements to physicians on an ongoing basis to reduce the number of development requests.
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6.0              Query and Query/Reply Processes
6.l

Controls are exercised to assure that duplicate replies (disposi​tion codes 03, 04, 07 and 08) are less than 2.0 percent of queries.

6.2 

Edit rejects (type 4b replies) on an average volume basis are less than .25 percent of queries.

6.3

Volumes and ratios of disposition codes 52's (unable to match query/HI records) and 00's (unable to match and clerical search) are continuously reviewed so that quality of input data is examined if the volume of 52's is less than 25 percent of the volume of 00's.  (This statement is based on the fact that most of the 00's have been identified by SSA in the clerical operation.  If the ratio of 52's to 00's high, then it would appear that the problem is not in the quality of the input data.)

6.4

The system provides that upon receipt of query response indicating that the beneficiary is deceased (disposition codes 02, 04, 06, and 08), review of the claim is undertaken to insure that expense incurred during or prior to the month of death and that there is a representative payee if payment is possible on an unassigned claim.

If any of the expenses are reported as being incurred subsequent to the date of death furnished in the query response, appropriate action must be taken to document the case and obtain the correct date of death. When the SSA date of death proves incorrect, the claims must be processed to completion but documentation must also be submitted to SSA so that necessary records may be corrected.  The most acceptable proof is a report of contact by a social security office.  Where payment is due on unassigned claim, the check and EOMB must be directed to the representative of the deceased beneficiary.

6.5

Query codes G/H (force codes) are used only after receipt of query response 44 (termination for reasons other than death) or 48 (split period of coverage).
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6.0  

Query and Query/Reply Processes (Cont.)
6.6

Type 7 automatic notifications are used as required to furnish necessary information concerning terminations, reinstatements, adjustments, cross-references, representative payees, and special carrier involvement.

6.7

Payment record edit rejects are checked to query/reply procedures.

6.8

Reply trailers which cannot be resolved by the computer such as H and J are referred for clerical review.

Depending on the degree of sophistication of the system, certain conditions may be computer resolved; however, all decisions which cannot be made by the system must be referred for clerical determination prior to payment of the claim.

6.9

The system provides for querying for the first 9 month expense when from available data it cannot be determined whether deductible was satisfied in the first 9 months thus precluding
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6.0  

Query and Query/Reply Processes (Cont.)
the possible establishment of a carryover for which beneficiary is not entitled.  Claims must be queried in their entirety and not queried on a line by line basis.

6.10

The system assures that claims queries are not made once the deductible has been satisfied, except for expenses under the conditions outlined in Part 3 § 6002.

6.11

The system assures that upon receipt of a disposition code 44 (termination for reasons other than death) or 48 (split period of coverage) reply, the claim is reviewed for expenses incurred during the period of entitlement and a G query and premium arrearage teletype sent if necessary.

This action insures that a beneficiary could not be reimbursed for medical expenses until his premium arrearage has been satisfied.

6.12

The system provides the ability to properly handle adjustments of carryover deductible (code 05, etc.).

Explanation of Medicare Benefits (EOMB's) prepared based on disposition code 05 responses must not bear a statement that deductible for year of expense has been satisfied.  (See Part 3 § 7002.)

7.0              
Check and EOMB Preparation
7.l

Checks and EOMB's are prepared in strict accordance with specific instructions in Part 3 §§ 7002 and 70l7.

7.2

The system identifies amounts paid to physicians and suppliers to satisfy IRS requirements.

Data for annual preparation of forms l099 must be accumulated and forms produced for annual notification to IRS.  Ability to produce similar data for unassigned payments must be incorporated into the same system.

7.3

The system identifies actuarial sample cases on a regular basis and controls the timely submittal to SSA.

7.4

The system provides controls over manually issued or other special checks/EOMB's prepared outside the regular system to assure recording the action in the history file within 5 working days.  (See § 5225.)
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8.0              
Documentation
8.l

The claims processing system, including all clerical operations and the EDP aspects of the system is fully documented in accordance with acceptable standards.

This assures continuity in the system; i.e., the built-in ability to carry on with the system regardless of staff losses, changes in the system, etc.  For clerical operations documentation includes:

(a)
Job descriptions that outline the steps required at each specific processing station.

(b)
A detailed flowchart of the paperflow.

Computer operator instructions include the full range of instructions for all computer runs in the system.

9.0              
Files
9.l

Claims are filed within 5 working days after final disposition and needed claims are available for retrieval as specified in Functional Standard l.3.

The system should have the ability to reconstruct the actions taken on a claim, so that where necessary a new EOMB may be prepared on postpayment audit procedures.

Where this ability does not exist, carriers must be able to readily produce documentary evidence of the disposition of the claim, retaining the EOMB or having the information to reconstruct it.

10.0  

EDP Systems Design Considerations
10.1

EDP system retains claims in machinable form pending resolution of exceptions so that data input into the system need not be input a second time except in very limited situations.  In processing edit exceptions only the "changed" information is reentered with all other data salvaged by the system.

10.2

No longer required.

l0.3

The system identifies related multiple errors on the initial exception report and provides claims examiner identification to permit an analysis of production and accuracy performance.

l0.4

The system has the ability to provide a program integrity selection of information on all services performed, in varying time periods, by a particular provider(s) to any number of beneficiaries.
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10.0 EDP Systems Design Considerations (Cont.)

10.5
The system provides an audit trail that insures all input in received and processed to completion with safeguards against "lost" data.

11.0 Claims Processing Timeliness (CPT)

11.1
Pay, deny, or apply the deductible to all "clean" claims no later than 30 days after the date of their receipt for claims received on or after October 1, 1993.  Payment ceilings were initially implemented April 1, 1987.  For claims received between January 1, 1993, and September 30, 1993, the payment ceiling standard differed for participating physicians and all other physicians and suppliers.  

A.
Definition of "Clean" Claim.--A "clean" claim is one that does not require you to investigate or develop outside your Medicare operation on a pre-payment basis.  Examples of "clean" claims are claims that:

o
Pass all edits (carrier and the Common Working File [CWF]) and are processed electronically;

o
Do not require external development and are not approved for payment by CWF within 7 days of original submission of the claim for reasons beyond your control or that of the physician/supplier.  This includes out-of-service area claims and claims that require development by HCFA.

NOTE:
Claims meeting this criterion will be excluded by your RO from claims processing timeliness (CPT) scoring in the Contractor Performance Evaluation Program (CPEP).  Submit requests for CPT scoring adjustments and supporting documentation to your RO in writing.  However, report these claims as clean on your Carrier Performance Report, HCFA-1565, pages 2-9.

o
Are investigated within your operation without the need to contact the beneficiary, physician, supplier, SSA, or other outside source;

o
Are subject to medical review but complete medical evidence is attached to the claim or submitted simultaneously with EMC records in accordance with claims processing requirements. This includes medical development that necessitates review of history but does not require outside contact; or

o
Are developed on a post-payment basis.

B.
Definition of "Other" Claims.--Claims that do not meet the definition of "clean" claims are considered "other" claims.  "Other" claims require investigation or development external to your Medicare operation on a prepayment basis.  This includes claims that are not approved for payment by CWF which you identify as requiring outside development.  Examples of "other" claims are ones on which you:

o
Request additional information from the physician/supplier or other external source. This includes routine data omitted from the bill, medical information, or information to resolve discrepancies;

o
Request information or assistance from another contractor.  This includes development data obtained through the carrier-intermediary data exchange, requests for charge data from other  
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contractors, or any other request for information from another contractor;

o
Develop MSP information;

o
Request information necessary for a coverage determination;

o
Perform sequential processing when the earlier claim is in development; and

o
Perform outside development as a result of a CWF edit.

C.
Payment Ceiling Standards.-- The following chart sets forth the operative payment ceilings for claims received from participating physicians.  Pay interest on clean claims paid after the payment ceiling standard.

Claim Receipt Date




Applicable Number 

01-01-93 through 09-30-93


17 for EMC & 27 for paper claims

10-01-93 and later




30

Pay interest for clean claims submitted by participating physicians that are paid after the applicable payment ceiling standard.  For example, a participating physician who submits a clean paper claim on June 1, 1993, that is paid on June 30, 1993 (the 29th day after the date of receipt or day 30), is entitled to 2 days worth of interest.  A participating physician who submits either a clean paper or a clean electronic claim on November 1, 1993, that is paid on November 30, 1993 (the 29th day after the date of receipt or day 30),  is not entitled to any interest.

The following chart sets forth the operative payment ceilings for claims received from suppliers and non-participating physicians.  Pay interest on clean claims paid after the payment ceiling standard.

Claim Receipt Date




Applicable Number 

01-01-93 through 09-30-93


24 for EMC & 27 for paper claims

10-01-93 and later




30

Pay interest for clean claims submitted by non-participating physicians and suppliers that are paid after the applicable payment ceiling standard.  For example, a non-participating physician who submits a clean paper claim on June 1, 1993, that is paid on June 30, 1993 (the 29th day after the date of receipt or day 30),  is entitled to 2 days worth of interest.  A non-participating physician who submits a clean electronic claim on June 1, 1993, that is paid on June 30, 1993, is entitled to 5 days worth of interest.  A non-participating physician who submits either a clean paper or a clean electronic claim on November 1, 1993, that is paid on November 30, 1993 (the 29th day after the date of receipt or day 30), is not entitled to any interest.

For purposes of the payment floors and ceilings:

o
An "electronic claim" is one that is submitted via central processing unit (CPU) to CPU transmission, tape, diskette, direct-data entry, direct wire, dial-in telephone, digital fax, or personal computer upload or download.  The term “digital fax” refers to a claim that arrives via fax but is 
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never printed on paper.  Rather, the fax is encoded while still in electronic form (generally by an optical code reader [OCR]), and electronically entered into the claims processing system, eliminating manual data entry.  If your Regional Office instructed you to apply the paper claims payment threshold for fax-imaged claims as of January 1, 1996, continue doing so.  Beginning October 1, 1998, apply the paper claims payment threshold for touch-tone phone, magnetic disk claims, and fax-imaged claims if you have not already discontinued them.  Publicize this in your next three scheduled provider bulletins, and make sure that all billers using these modes understand the payment timing impact.  (See Part 3, §3023 for alternatives.)

o
A "paper claim" is one that is submitted on paper, including those read electronically with OCR technology.

To calculate the processing time for a claim, subtract the Julian receipt date from the Julian date of scheduled payment.  When a scheduled payment date falls in the year following the year of receipt, add to the Julian date of scheduled payment 365 (366 if the year of receipt is a leap year).  If this span is equal to the applicable standard or less, the requirement is met.

Where systems automatically generate subsequent claims for DME, establish a date consistent with your system processing requirements as the receipt date for the second and succeeding bills.  Use the date as close to your payment as possible.

D.
Payment Floor Standards.--Do not issue, mail, or otherwise pay within the waiting period indicated below for any claims you receive.  The applicable waiting period is determined by the date the claim is received.  Payment floors were initially implemented April 1, 1987.  Start your count on the day after the claim is received.

Claim Receipt Date

Waiting Period (Calendar Days)

01-01-93 through 09-30-93

14 for EMC & 26 for paper claims 

10-01-93 and late

13 for EMC & 26 for paper claims

Do not hold claims upon receipt.  Process them immediately, and, when necessary, delay payment to meet these requirements.  For example, payment on an approved electronic claim received September 1, 1993, cannot be made before September 16, 1993.  Payment on an approved paper claim received September 1, 1993, cannot be made before September 28, 1993.  Payment on an approved electronic claim received October 1, 1993, cannot be made before October 15, 1993.  Establish an appropriate procedure to prevent paying claims before the end of the applicable waiting period.

Regardless of when the check is dated, report claims on pages 2-9 of the Carrier Workload Report (HCFA-1565) as of the date payment is actually mailed or transmitted according to its processing time as determined from the date of receipt.

You may immediately release no-pay claims determinations (e.g., denials or claims where the entire payment is applied to the deductible).  The payment floor does not apply when no payment is made. 

11.2


For processing time and workload purposes, count claims as received and pending as required in functional standard 11.1.  Consider improperly completed claims that you return to physicians or suppliers as received for processing time purposes when resubmitted.  (See Part 3, §13301 for counting of claims on the workload report.)
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11.3


Count claims as paid as of the date the check/EOMB you issue is mailed, deposited in a provider's account, or electronically transferred.  Adjust the scheduling of work so that checks and notices for claims are placed with the U.S. Postal Service according to standard 11.1.  Have your mailroom log the run date and mail date for checks/EOMBs to assure accuracy of days elapsing between the date a claim is received and the date of payment mailing.  Where interest is applicable, show the:

o

Receipt date;

o

HICN;

o

Name of the individual or organization paid;

o

Service dates;

o

Amount due before interest was calculated; and 




o

Amount of interest paid.

11.4


Apply these standards to beneficiary, physician, and supplier submitted claims.  These

              standards apply to claims whether assigned or unassigned.  (See §5261 for performance 

              criteria.)

11.5


Determine whether each claim is "clean" or "other" based on an indicator in your files.

11.6


Provide monthly reports required in Part 3,  §13300.

11.7


Develop processes to determine and pay interest on clean claims received on or after

 



April 1, 1987, and not paid within the interest ceilings.

Determine the interest amount by the rate in effect on your scheduled payment date. The interest period begins on the day following the end of the waiting period in standard 11.1 and ends on the date payment is made.  Interest rates are established by the Treasury Department and are effective for January - June and July -December. Effective January 1, 2000, consult the Treasury Department web page--www.publicdebt.treas.gov/opd/opdprm2.htm semi annually for the new rate.

To determine the amount of interest due:

o
Multiply the payment amount times the interest rate;

o
Divide the product by 365 (366 in a leap year.  See 11.1c.) to determine 


the daily interest rate; and

o
Multiply the dividend by the number of days for which interest is due.  

EXAMPLES

Clean Paper Claim

Clean Electronic Claim

Date Received
November 1, 1993

November 1, 1993 

Payment Due 

November 28, 1993
November 15, 1993

Payment Made
December 3, 1993
December 2, 1993

Interest Begins

December 2, 1993
December 2, 1993 

Interest Ends

December 3, 1993
December 2, 1993 

# Days Interest

2



1

Amount of Payment

$100



$100

Annual Interest Rate

5.625%



5.625%
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Use the following formula:  

o     For the clean paper claim--$100 X .05625 X 2 divided by 365= $.0308 


or $.03 when rounded to the nearest penny.

        


o     For the clean electronic claim--$100 X .05625 X 1 divided by 365 = 



$.0154 or $.02 when rounded to the nearest penny.

Pay interest amounts that are $.01 and greater, rounded to the nearest cent. 


11.8
Report interest payments on your remittance notices that accompany payments to physicians and suppliers.  Include payment and interest on one check.

11.9
If an initial claim is involved and the amount due is less than $1 after calculating the payment amount and interest, do not make payment.  (See Part 3, §7050C.)
11.10
 IRS requires that interest paid in the course of a "trade or business" be reported if it totals $600 or more for any person.  Interest payments you make fall within the "trade or business" definition.  Therefore, prepare and file with the IRS Form 1099 INT when interest payments for a calendar year to a beneficiary or provider total at least $600.

Use the beneficiary's Social Security Number (SSN) to report interest.  (See Part 3, §3203.)  Individual SSNs are identified by the suffix A, M, J, T, or TA.  Other suffixes mean benefits are based upon a spouse's, child's, or parents SSN.  If the spouse's, child's, or parent's SSN is involved, determine the individual's SSN when interest is reportable. Effective October 1987, the active HICN plus the preceding SSN is cross-referenced on the BEST file.  (See Part 3, §3216.)  If the SSN is not known, all zeros appear in the cross-referenced field.  If the individual's SSN is not present, contact your parallel SSO for the information.  The cross-reference is not shown on the CAST file.

11.11
      Do not pay interest on fully denied claims or claims containing a deductible amount  that equals or exceeds the covered charges.

11.12
      Do not include interest on the claim record.  Show only the payment amount before the interest calculation.

11.13
     Do not pay interest payments on clean claims initially processed to denial and on which  payment is made later as a result of an appeal.  This also applies to appeals where more  than 30 days had elapsed before the initial denial, but the claim was paid upon appeal.

11.14
      If, upon postpayment review, a paid claim is later denied in full, recover any interest paid as well as the incorrect payment.  Do not pay interest on the related no payment bill.  

If the claim is partially denied, recover any interest paid.  Recalculate the interest due based upon the new payment amount, but use the rate of interest and elapsed days applicable to the original claim.
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This can be accomplished by applying a ratio of the new payment amount to the initial claim's payment amount.  Multiply the result by the interest amount paid on the initial claim.  The result is the recalculated interest amount.  Use the following formula:

Interest = Corrected Payment Amount X Original Interest Paid 

Original Payment Amount

11.15
        If interest is included with a payment to the beneficiary, add the following message on the EOMB:  "Your payment includes interest since we were unable to process your claim within (XX) days."

11.16
        Pay interest on a clean claim when payment is issued to the actual provider after 30 days have elapsed, and:  

o   An individual on your staff, or an individual for whom you have provided funding, miskeyed the provider number when entering data from the claim resulting in issuance of the payment to an incorrect provider (and subsequent recollection of that money); and 

o   The reissued payment is released to the actual provider more than 30 days after initial date of receipt of the otherwise clean claim.

Do not pay interest if the miskeying was committed by an employee, representative,

or agent of the provider, and neither carrier staff, nor staff funded by the carrier to 



enter claim data, were at fault.
11.17
      Pay interest on a clean claim when payment is issued to a beneficiary after 30 days have elapsed, and:

o   An individual on your staff, or an individual for whom you have provided funding, miskeyed the beneficiary HIC number and/or name, resulting in issuance of the payment to an incorrect beneficiary (and subsequent recovery of that money); and 

o   The reissued payment is released to the correct beneficiary more than 30 days after the initial date of receipt of the otherwise clean claim.

Do not pay interest if the miskeying was committed by an employee, representative, or agent of the provider, and neither carrier staff, nor staff funded by the carrier to enter claim data, were at fault.
11.18

CPT   rules   apply   to those claims/services  for which  you  have  processing 



jurisdiction CPT rules do not begin for misdirected claims/services until the proper 



contractor (i.e., the contractor that has processing responsibility under Medicare 



jurisdiction rules) receives the claim/service.  

12.0 Professional Relations
12.1
      Establish a relationship with State and local medical societies, specialty organizations, and supplier organizations so that each of your respective staff members know the correct people to contact for solutions to issues of mutual concern.
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12.2
Advise physicians, suppliers, and their professional organizations of changes in policy and procedures at least 30 days before implementing these changes.  Describe these changes in your bulletins or special mailings.  If 30 days advance notices cannot be given, develop claims prior to denial or reduction until 30 days after physicians and suppliers have been informed of the change.

          Publish in each bulletin a telephone number to call for additional information.

12.3
Educate physicians/suppliers and their staff by regularly scheduling training sessions on current Medicare coverage, payment, and billing policy.  Place special emphasis on the needs of participating physicians and suppliers.
12.4
Provide current training materials including policy and procedure manuals for physician and supplier offices.  Place special emphasis on the needs of participating physicians and suppliers.
12.5
Provide adequate telephone service so that physicians/suppliers can receive prompt answers to claims status and processing questions.

12.6
Implement procedures and training to ensure that telephone unit employees furnish consistent and correct information and make appropriate referrals for specialized information.

12.7
Develop a staff capacity to systematically identify, analyze, and resolve physician/supplier problems as well as policy and claims processing issues.

12.8
Schedule regular or periodic meetings for beneficiaries and/or their representative organizations to inform them about the participation program.

12.9
Refer physicians/suppliers to highly skilled staff (i.e., appropriate member of medical staff or beneficiary Ombudsman) who can answer substantive questions on policy and procedures and deal with claims processing issues that cannot be resolved through normal channels.
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