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provides for temporary additional payments or “transitional pass-through payments” for certain 
innovative medical devices, drugs and biologicals for Medicare beneficiaries. The Congress 
intended these items to be available to Medicare beneficiaries, even if the price for these new 
and innovative items exceeded Medicare’s regular scheduled OPPS payment amount. As a 
result, beginning in August 2000, when OPPS was implemented, Medicare began paying for 
qualified transitional pass-through items above and beyond OPPS payment rates. For drugs and 
biologicals, the pass-through payment is the amount by which 95 percent of the average 
wholesale price exceeds the applicable fee schedule amount associated with the drug or 
biological. For devices, the pass-through payment equals the amount by which the hospital’s 
charges, adjusted to cost, exceeds the OPPS payment rate associated with the device. 

The CCH is a 218 bed community hospital located in Hyannis, Massachusetts. 

OBJECTIVE, SCOPE AND METHODOLGY 

Our review was conducted in accordance with generally accepted government auditing 
standards. The objective of our review was to determine whether transitional pass-through 
payments for drugs, biologicals, and medical devices were reimbursed in accordance with 
Medicare laws and regulations. Based on our analysis of the CMS National Claims History file, 
we judgmentally selected CCH for review. To accomplish our objective we: 

• 	 Used the CMS National Claims History file to identify pass-through payments made to 
the hospital. 

• 	 Generated a stratified statistical sample of 100 pass-through payments for drugs, 
biologicals, or medical devices with dates of service between August 1, 2000 and June 
30, 2001. Our sample included 70 payments for drugs and biologicals and 30 payments 
for medical devices. 

• 	 Reviewed applicable CMS Program Memoranda to determine the eligibility of sample 
drugs, biologicals and medical devices. 

• 	 Obtained an understanding of the hospital’s billing process through meetings with 
hospital personnel. 

• 	 Reviewed the hospital’s itemized bills, Medicare UB-92 claim forms, Med A Paid Claim 
Detail screens and pharmacy documents to ensure the sample items were billed 
appropriately and paid correctly by Medicare. 

Our review was based on billing records. We did not review medical records to verify that 
sample items were actually provided and were medically necessary and appropriate. 

We limited our consideration of the internal control structure to those controls concerning the 
accumulation of charges, creation of outpatient bills and submission of Medicare claims because 
the objective of our review did not require an understanding or assessment of the complete 
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internal control structure at the hospital. 

We conducted our review at CCH in Hyannis, Massachusetts during the period September 
through October 2001. On December 27, 2001 we provided CCH with a copy of our draft 
report. Their written comments are included as an appendix to this report. 

RESULTS OF REVIEW 

Medicare reimbursed the hospital $122,419 for our statistical selection of 100 sample 
items -- $42,504 for the 70 pass-through drugs and $79,915 for the 30 pass-through 
medical devices. Generally, we found that the hospital was reimbursed for pass-through 
drugs, biologicals, and medical devices in accordance with Medicare laws and regulations. 
However, we did identify isolated billing issues dealing with the submission of charges for 

pass-through devices, units billed for pass-through drugs and incorrect coding that need to 
be corrected. These issues could result in both overbilling and underbilling of pass-through 
items by CCH. 

Charges for Pass-Through Devices Included Charges for Other Medical Supplies 

In three instances, CCH did not break out charges for other medical supplies from charges 
associated with devices eligible for transitional pass-through payments on its Medicare claim 

forms. 
For example, billed charges for an eligible defibrillator pacemaker included defibrillator pads. 
Defibrillator pads are not eligible for transitional pass-through payments and their associated 
charges should not have been included with the charges for the eligible device. 

Reimbursement for medical supplies that are not eligible for transitional pass-through 

payments are packaged into the Ambulatory Payment Classification (APC) payment for the 

associated procedure or service. Because CCH did not break out other medical supply charges, for 

which payment is packaged into the APC rate, these charges were inappropriately included in the 

transitional payment amount for the eligible devices. 


Pass-Through Drugs Incorrectly Billed 

For several of the drugs reviewed, the number of units billed to Medicare did not agree with the 
number of units dispensed according to the hospital’s pharmacy records. For example, according to 
CMS Program Memorandum, Transmittal A-00-42, issued July 26, 2000, each 10 milligram 
dose of Etoposide should be billed using 1 unit of HCFA Common Procedure Coding System 
(HCPCS) code J9181. In one case we reviewed, the hospital billed Medicare for 10 units, or 100 
milligrams, of Etoposide; however, pharmacy records indicate that 190 milligrams, or 19 units, of 
the drug were dispensed. 
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Incorrect Coding 

A pacemaker system includes a pulse generator containing electronics, a battery and one or more 
electrodes (leads). According to hospital officials, CCH does not perform the placement or 

removal 
of pacemaker electrodes on an outpatient basis. The hospital maintains the correct HCPCS codes 
for the procedures related to one of our sample items were 33213, Insertion or replacement of dual 
chamber pacemaker pulse generator only, and 33233, Removal of permanent pacemaker pulse 
generator. However, we found CCH used HCPCS code 33208, Insertion or replacement of 
permanent pacemaker with transvenous electrodes(s); atrial and ventricular. 

In addition, our review of hospital invoices found that CCH billed for eligible dual chamber 
pacemakers when single chamber pacemakers were provided to two Medicare beneficiaries. 

Although CCH billed for dual chamber pacemakers when invoices indicate that single chamber 
devices were provided, the single chamber pacemakers were eligible for transitional pass-through 
payments. Despite the fact that that hospital did appear to provide eligible devices, the use of 
incorrect HCPCS codes impacts the integrity of the data CMS may use to make future decisions 
regarding the reimbursement of transitional pass-through devices. 

RECOMMENDATIONS 

We believe the issues discussed above present opportunities for the hospital to further enhance 
its existing controls related to the accumulation of charges, creation of outpatient bills and 
submission of Medicare claims. Specifically, we recommend CCH: 

• 	 Strengthen its controls over the billing process to ensure that charges for pass-through 
devices do not include charges for other medical supplies and pacemaker procedures and 
eligible pass-through items are correctly coded. 

• Review billing for transitional pass-through drugs to verify that billed units are proper. 

AUDITEE COMMENTS 

The CCH agreed with our findings and recommendations. The full text of the hospital’s comments 
are included as the APPENDIX to this report. 

Final determination as to actions taken on all matters reported will be made by the HHS action 
official named below. We request that you respond to the HHS action official within 30 days from 
the date of this letter. Your response should present any comments or additional information that 
you believe may have a bearing on the final determination. 

In accordance with the principles of the Freedom of Information Act (5 U.S.C. 552, as amended by 
Public Law 104-231), OIG, OAS reports issued are made available to members of the public to the 
extent information contained therein is not subject to exemptions in the Act. (See 45 CFR Part 5.) 
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