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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as amended, is
to protect the integrity of the Department of Health and Human Services (HHS) programs, as well as the
health and welfare of beneficiaries served by those programs. This statutory mission is carried out
through a nationwide network of audits, investigations, and inspections conducted by the following
operating components:

Office of Audit Services
The Office of Audit Services (OAS) provides auditing services for HHS, either by conducting audits with
its own audit resources or by overseeing audit work done by others. Audits examine the performance of
HHS programs and/or its grantees and contractors in carrying out their respective responsibilities and are
intended to provide independent assessments of HHS programs and operations. These assessments help
reduce waste, abuse, and mismanagement and promote economy and efficiency throughout HHS.

Office of Evaluation and Inspections
The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, Congress,
and the public with timely, useful, and reliable information on significant issues. These evaluations focus
on preventing fraud, waste, or abuse and promoting economy, efficiency, and effectiveness of
departmental programs. To promote impact, OEI reports also present practical recommendations for
improving program operations.

Office of Investigations
The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of fraud and
misconduct related to HHS programs, operations, and beneficiaries. With investigators working in all 50
States and the District of Columbia, OI utilizes its resources by actively coordinating with the Department
of Justice and other Federal, State, and local law enforcement authorities. The investigative efforts of OI
often lead to criminal convictions, administrative sanctions, and/or civil monetary penalties.

Office of Counsel to the Inspector General
The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, rendering
advice and opinions on HHS programs and operations and providing all legal support for OIG’s internal
operations. OCIG represents OIG in all civil and administrative fraud and abuse cases involving HHS
programs, including False Claims Act, program exclusion, and civil monetary penalty cases. In
connection with these cases, OCIG also negotiates and monitors corporate integrity agreements. OCIG
renders advisory opinions, issues compliance program guidance, publishes fraud alerts, and provides
other guidance to the health care industry concerning the anti-kickback statute and other OIG enforcement
authorities.

Notices

THIS REPORT IS AVAILABLE TO THE PUBLIC
at http://oig.hhs.gov
Section 8M of the Inspector General Act, 5 U.S.C. App., requires
that OIG post its publicly available reports on the OIG Web site.

OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS
The designation of financial or management practices as
questionable, a recommendation for the disallowance of costs
incurred or claimed, and any other conclusions and
recommendations in this report represent the findings and
opinions of OAS. Authorized officials of the HHS operating
divisions will make final determination on these matters.

EXECUTIVE SUMMARY
New York-Presbyterian Hospital did not fully comply with Medicare requirements for billing
inpatient and outpatient services, resulting in overpayments of at least $14.2 million over
2 years.

WHY WE DID THIS REVIEW
This review is part of a series of hospital compliance reviews. Using computer matching, data
mining, and data analysis techniques, we identified hospital claims that were at risk for
noncompliance with Medicare billing requirements. For calendar year (CY) 2012 Medicare paid
hospitals $148 billion, which represents 43 percent of all fee-for-service payments; therefore, the
Office of Inspector General must provide continual and adequate oversight of Medicare
payments to hospitals.
The objective of this review was to determine whether New York-Presbyterian Hospital (the
Hospital) complied with Medicare requirements for billing inpatient and outpatient services on
selected types of claims.
BACKGROUND
The Centers for Medicare & Medicaid Services (CMS) pays inpatient hospital costs at predetermined rates for patient discharges. The rates vary according to the diagnosis-related group
(DRG) to which a beneficiary’s stay is assigned and the severity level of the patient’s diagnosis.
The DRG payment is, with certain exceptions, intended to be payment in full to the hospital for
all inpatient costs associated with the beneficiary’s stay. CMS pays for hospital outpatient
services on a rate-per-service basis that varies according to the assigned ambulatory payment
classification. CMS contracts with Medicare contractors to, among other things, process and pay
claims submitted by hospitals.
Providers are responsible for reporting and returning overpayments within 60 days of identifying
that overpayment (the 60-day repayment rule). Providers are required to exercise reasonable
diligence to investigate credible information of potential overpayments to determine whether
they have received an overpayment and to quantify the amount of the overpayment over the
entire 6-year lookback period.
The Hospital is a 2,508-bed acute-care teaching hospital located in New York, New York.
According to CMS’s National Claims History data, Medicare paid the Hospital approximately
$1.5 billion for 76,437 inpatient and 579,761 outpatient claims for services provided to
beneficiaries during CYs 2011 and 2012 (audit period).
Our audit covered $32,829,323 in Medicare payments to the Hospital for 3,884 claims that were
potentially at risk for billing errors. We selected for review a stratified random sample of 285
claims (102 inpatient and 183 outpatient) with payments totaling $3,346,750. These 285 claims
had dates of service in our audit period.
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WHAT WE FOUND
The Hospital complied with Medicare billing requirements for 162 of the 285 inpatient and
outpatient claims we reviewed. However, the Hospital did not fully comply with Medicare
billing requirements for the remaining 123 claims, resulting in overpayments of $819,803 for the
audit period. Specifically, 56 inpatient claims had billing errors, resulting in overpayments of
$697,996, and 67 outpatient claims had billing errors, resulting in overpayments of $121,807.
These errors occurred primarily because the Hospital did not have adequate controls to prevent
the incorrect billing of Medicare claims within the selected risk areas that contained errors.
On the basis of our sample results, we estimated that the Hospital received overpayments totaling
at least $14,200,773 for the audit period.
WHAT WE RECOMMEND
We recommend that the Hospital:


exercise reasonable diligence to investigate the potential overpayments outside of the
Medicare reopening and recovery periods and work with the Medicare contractor to
return any identified overpayments—which we calculate to be as much as $14,200,773
during our audit period—in accordance with the 60-day repayment rule; and



strengthen its controls to ensure full compliance with Medicare requirements.

HOSPITAL COMMENTS AND OUR RESPONSE
In written comments on our draft report, the Hospital, through its attorneys, disagreed with two
of our initial recommendations and agreed with our third initial recommendation. Specifically,
the Hospital indicated that the overpayments we identified in our draft report can no longer be
recovered by CMS and that some of the claims are also outside of a 4-year reopening period and
therefore do not need to be returned. The Hospital also indicated that it believes the potential
overpayments we identified are time-barred; therefore, the Hospital is not obligated to return
them under the 60-day repayment rule. However, the Hospital did agree that it incorrectly billed
16 inpatient claims and 16 outpatient claims with a total overpayment amount of $143,920.
The Hospital disagreed that it improperly billed 91 of the 123 claims for which we determined it
did not fully comply with Medicare billing requirements. The Hospital stated that our review
misapplied Medicare coverage, coding, and documentation requirements, resulting in an
incorrect error rate; therefore, the Hospital believes the extrapolation of overpayments is
improper and statistically unsound. Finally, the Hospital indicated that it will continue to
strengthen its controls to fulfill its commitment to compliance with Medicare requirements.
After reviewing the Hospital’s comments, we maintain that our findings are valid. However, we
revised our initial recommendations (combined two financial recommendations) to address the
specifics of the 60-day repayment regulation, which became effective after the issuance of our
draft report, and continue to recommend the Hospital return any identified overpayments.
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Providers who identify overpayments are required to return them within 60 days. In addition,
providers must exercise reasonable diligence to determine whether they have received an
overpayment and to quantify the amount of the overpayment. In exercising reasonable diligence,
providers are expected to determine whether or not overpayments of a similar type existed during
a 6-year lookback period. Providers are obligated to quantify the entire amount of the
overpayment for this period and may do so by using a statistically valid extrapolation
methodology. The Hospital, itself, identified overpayments when it did “not dispute OIG’s
conclusions concerning the 16 inpatient claims and 16 outpatient claims billed incorrectly, with
an accumulated overpayment of $143,920.”
Regarding the Hospital’s disagreement that it improperly billed 91 claims and that our review
misapplied Medicare requirements, we note that we obtained an independent medical review of
these claims for medical necessity and coding errors, and our report reflects the results of that
review. Regarding our extrapolation methodology and the statistical validity of our results,
Federal courts have consistently upheld statistical sampling and extrapolation as a valid means to
determine overpayment amounts in Medicare.
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INTRODUCTION
WHY WE DID THIS REVIEW
This review is part of a series of hospital compliance reviews. Using computer matching, data
mining, and data analysis techniques, we identified hospital claims that were at risk for
noncompliance with Medicare billing requirements. For calendar year (CY) 2012, Medicare
paid hospitals $148 billion, which represents 43 percent of all fee-for-service payments;
therefore, the Office of Inspector General (OIG) must provide continual and adequate oversight
of Medicare payments to hospitals.
OBJECTIVE
Our objective was to determine whether New York-Presbyterian Hospital (the Hospital)
complied with Medicare requirements for billing inpatient and outpatient services on selected
types of claims.
BACKGROUND
The Medicare Program
Medicare Part A provides inpatient hospital insurance benefits and coverage of extended care
services for patients after hospital discharge, and Medicare Part B provides supplementary
medical insurance for medical and other health services, including coverage of hospital
outpatient services. The Centers for Medicare & Medicaid Services (CMS) administers the
Medicare program.
CMS contracts with Medicare contractors to, among other things, process and pay claims
submitted by hospitals.
Hospital Inpatient Prospective Payment System
Under the inpatient prospective payment system (IPPS), CMS pays hospital costs at
predetermined rates for patient discharges. The rates vary according to the diagnosis-related
group (DRG) to which a beneficiary’s stay is assigned and the severity level of the patient’s
diagnosis. The DRG payment is, with certain exceptions, intended to be payment in full to the
hospital for all inpatient costs associated with the beneficiary’s stay.
Hospital Outpatient Prospective Payment System
CMS implemented an outpatient prospective payment system (OPPS), which is effective for
services furnished on or after August 1, 2000, for hospital outpatient services. Under the OPPS,
Medicare pays for hospital outpatient services on a rate-per-service basis that varies according to
the assigned ambulatory payment classification (APC). CMS uses Healthcare Common
Procedure Coding System (HCPCS) codes and descriptors to identify and group the services
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within each APC group.1 All services and items within an APC group are comparable clinically
and require comparable resources.
Hospital Claims at Risk for Incorrect Billing
Our previous work at other hospitals identified these types of claims at risk for noncompliance:


inpatient short stays,



inpatient rehabilitation facility claims,



inpatient and outpatient manufacturer credits for replaced medical devices,



inpatient psychiatric facility emergency department adjustments,



inpatient claims with same-day discharges and readmissions,



outpatient claims billed with modifier -59,



outpatient intensity-modulated radiation therapy (IMRT) planning services,



outpatient claims billed for doxorubicin hydrochloride,



outpatient claims billed for the drug Herceptin, and



outpatient billing for dental services.

For the purposes of this report, we refer to these areas at risk for incorrect billing as “risk areas.”
We reviewed these risk areas as part of this review.
Medicare Requirements for Hospital Claims and Payments
Medicare payments may not be made for items or services that “are not reasonable and necessary
for the diagnosis or treatment of illness or injury or to improve the functioning of a malformed
body member” (the Social Security Act (the Act), § 1862(a)(1)(A)). In addition, payments may
not be made to any provider of services or other person without information necessary to
determine the amount due to the provider (§ 1833(e)).
Federal regulations state that the provider must furnish to the Medicare contractor sufficient
information to determine whether payment is due and the amount of the payment (42 CFR
§ 424.5(a)(6)).

1

The health care industry uses HCPCS codes to standardize coding for medical procedures, services, products, and
supplies.
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The Medicare Claims Processing Manual (the Manual) requires providers to complete claims
accurately so that Medicare contractors may process them correctly and promptly (Pub. No.
100-04, chapter 1, § 80.3.2.2). The Manual states that providers must use HCPCS codes for
most outpatient services (chapter 23, § 20.3).
Under section 1128J(d) of the Social Security Act and 42 CFR part 401 subpart D providers are
responsible for reporting and returning overpayments within 60 days of identifying that
overpayment (the 60-day repayment rule). Providers are required to exercise reasonable
diligence to investigate credible information of potential overpayments to determine whether
they have received an overpayment and to quantify the amount of the overpayment. In
exercising reasonable diligence, providers are expected to determine whether or not
overpayments of a similar type existed during a 6-year lookback period. In addition, providers
such as the Hospital are obligated to quantify the entire amount of the overpayment for the 6year lookback period and may do so by using a statistically valid extrapolation
methodology. (42 CFR §§ 401.305(a)(2) and (f) and 81 Fed. Reg. 7654, 7663 (Feb. 12, 2016)).
New York-Presbyterian Hospital
The Hospital is a 2,508-bed acute-care teaching hospital in New York, New York. Medicare
paid the Hospital approximately $1.5 billion for 76,437 inpatient and 579,761 outpatient claims
for services provided to beneficiaries during CYs 2011 and 2012 (audit period) based on CMS’s
National Claims History data.
HOW WE CONDUCTED THIS REVIEW
Our audit covered $32,829,323 in Medicare payments to the Hospital for 3,884 claims that were
potentially at risk for billing errors. We selected for review a stratified random sample of 285
claims (102 inpatient and 183 outpatient) with payments totaling $3,346,750. These 285 claims
had dates of service in our audit period.
We focused our review on the risk areas identified as a result of prior OIG reviews at other
hospitals. We evaluated compliance with selected billing requirements and subjected 120 claims
to medical and coding review to determine whether the services were medically necessary and
properly coded.
This report focuses on selected risk areas and does not represent an overall assessment of all
claims submitted by the Hospital for Medicare reimbursement.
We conducted this performance audit in accordance with generally accepted government
auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objectives.
See Appendix A for the details of our audit scope and methodology.
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FINDINGS
The Hospital complied with Medicare billing requirements for 162 of the 285 inpatient and
outpatient claims we reviewed. However, the Hospital did not fully comply with Medicare
billing requirements for the remaining 123 claims, resulting in overpayments of $819,803 for the
audit period. Specifically, 56 inpatient claims had billing errors, resulting in overpayments of
$697,996, and 67 outpatient claims had billing errors, resulting in overpayments of $121,807.
These errors occurred primarily because the Hospital did not have adequate controls to prevent
the incorrect billing of Medicare claims within the selected risk areas that contained errors. On
the basis of our sample results, we estimated that the Hospital received overpayments of at least
$14,200,773 for the audit period.2
See Appendix B for our sample design and methodology, Appendix C for our sample results and
estimates, and Appendix D for the results of our review by risk area.
BILLING ERRORS ASSOCIATED WITH INPATIENT CLAIMS
The Hospital incorrectly billed Medicare for 56 of 102 selected inpatient claims, which resulted
in overpayments of $697,996.3
Incorrectly Billed as Inpatient
Medicare payments may not be made for items or services that “are not reasonable and necessary
for the diagnosis or treatment of illness or injury or to improve the functioning of a malformed
body member” (the Act, § 1862(a)(1)(A)).
For 46 of the 102 selected inpatient claims, the Hospital incorrectly billed Medicare Part A for
beneficiary stays that it should have billed as outpatient or outpatient with observation services.
The Hospital did not provide a cause for the errors identified because it disagreed with this
finding. As a result of these errors, the Hospital received overpayments of $665,371.4

2

To be conservative, we recommend recovery of overpayments at the lower limit of a two-sided 90-percent
confidence interval. Lower limits calculated in this manner will be less than the actual overpayment total at least
95 percent of the time.

3

During our review we identified 10 Inpatient Psychiatric Facility (IPF) claims in our sample that were incorrectly
billed due to an Incorrect Source-of-Admission Code. For four IPF claims, the Hospital refunded the overpayments
to the Medicare contractor. However, of the six remaining overpayments, the Hospital did not refund the
overpayments for four IPF claims, and underpaid the required refund amount for two IPF claims. The difference
between the underpaid refund and the required refund amount are reported as an overpayment to the Hospital.
4

The Hospital may be able to bill Medicare Part B for all services (except for services that specifically require an
outpatient status) that would have been reasonable and necessary had the beneficiary been treated as a hospital
outpatient rather than admitted as an inpatient. We were unable to determine the effect that billing Medicare Part B
would have on the overpayment amount because these services had not been billed and adjudicated by the Medicare
contractor prior to the issuance of our report.
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Manufacturer Credits for Replaced Medical Devices Not Obtained or Reported
Federal regulations require a reduction in the IPPS payment for the replacement of an implanted
device if (1) the device is replaced without cost to the provider, (2) the provider receives full
credit for the cost of the device, or (3) the provider receives a credit equal to 50 percent or more
of the device cost (42 CFR § 412.89(a)). The Manual states that to correctly bill for a
replacement device that was provided with a credit, hospitals must code Medicare claims with a
combination of condition code 49 or 50 (which identifies the replacement device) and value code
FD (which identifies the amount of the credit or cost reduction received by the hospital for the
replaced device) (chapter 3, § 100.8). The CMS Provider Reimbursement Manual (PRM)
reinforces these requirements in additional detail (Pub. No. 15-1).5
For 4 of the 102 selected inpatient claims, the Hospital either (1) received reportable credits from
manufacturers for replaced devices but did not adjust the claim with the appropriate condition
and value codes to reduce payment as required (2 claims) or (2) did not obtain credits for
replaced devices for which credits were available under the terms of the manufacturer’s warranty
(2 claims). The Hospital stated that these errors occurred due to possible miscommunication or
disagreement among the parties involved in the process of obtaining the medical device credits.
As a result of these errors, the Hospital received overpayments of $32,138.
Incorrect Source-of-Admission Code
CMS increases the Federal per diem rate for the first day of a Medicare beneficiary’s IPF stay to
account for the costs associated with maintaining a qualifying emergency department. CMS
makes this additional payment regardless of whether the beneficiary used emergency department
services; however, the IPF should not receive the additional payment if the beneficiary was
discharged from the acute care section of the same hospital (42 CFR § 412.424 and the Manual,
chapter 3, § 190.6.4). The Manual also states that IPFs report source-of-admission code “D” to
identify patients who have been transferred to the IPF from the same hospital (chapter 3,
§ 190.6.4.1). An IPF’s proper use of this code is intended to alert the Medicare contractor not to
apply the emergency department adjustment.
For 6 of the 102 selected inpatient claims, the Hospital incorrectly coded the source-of-admission
for beneficiaries who were admitted to its IPF upon discharge from its acute care section. For
four of the six claims, the Hospital did not refund the overpayments. For two of the six claims,
the Hospital initiated corrective action to refund Medicare for the incorrectly coded source-of
admissions; however the Hospital underpaid the required refund amount due to Medicare.6
The PRM states: “Implicit in the intention that actual costs be paid to the extent they are reasonable is the
expectation that the provider seeks to minimize its costs and that its actual costs do not exceed what a prudent and
cost conscious buyer pays for a given item or service” (part I, § 2102.1). Section 2103 further defines prudent buyer
principles and states that Medicare providers are expected to pursue free replacements or reduced charges under
warranties. Section 2103(C)(4) provides the following example: “Provider B purchases cardiac pacemakers or their
components for use in replacing malfunctioning or obsolete equipment, without asking the supplier/manufacturer for
full or partial credits available under the terms of the warranty covering the replaced equipment. The credits or
payments that could have been obtained must be reflected as a reduction of the cost of the equipment.”
5

6

The overpayment for these two claims is the difference between the partial refund and the required refund amount.
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Hospital officials stated that the errors occurred because of a clerical error during the design of
the automatic source-of-admission code assignment process. As a result of these errors, the
Hospital received overpayments of $487.
BILLING ERRORS ASSOCIATED WITH OUTPATIENT CLAIMS
The Hospital incorrectly billed Medicare for 67 of 183 selected outpatient claims, which resulted
in overpayments of $121,807.7
Manufacturer Credits for Replaced Medical Devices Not Obtained or Reported
Federal regulations require a reduction in the OPPS payment for the replacement of an implanted
device if (1) the device is replaced without cost to the provider or the beneficiary, (2) the
provider receives full credit for the cost of a replaced device, or (3) the provider receives partial
credit equal to or greater than 50 percent of the cost of the replacement device
(42 CFR § 419.45(a)). As described in footnote 6 of this report, the PRM reinforces these
requirements in additional detail.
For services furnished on or after January 1, 2007, CMS requires the provider to report the
modifier -FB and reduces charges on a claim that includes a procedure code for the insertion of a
replacement device if the provider incurs no cost or receives full credit for the replaced device.
If the provider receives a replacement device without cost from the manufacturer, the provider
must report a charge of no more than $1 for the device.8
For 7 of the 183 selected outpatient claims, the Hospital either did not obtain a credit for a
replaced device that was available under the terms of the manufacturer’s warranty (5 claims),
received full credit for a replaced device but did not report the -FB modifier and reduce charges
on its claim (1 claim), or received full credit for a replaced device and reported the -FB modifier
but did not reduce charges on its claim (1 claim). The Hospital stated that these errors occurred
due to possible miscommunication or disagreement among the parties involved in the process of
obtaining the medical device credits. As a result of these errors, the Hospital received
overpayments of $68,891.
Incorrectly Billed Outpatient Services With Modifier -59
The Manual states: “The ‘-59’ modifier is used to indicate a distinct procedural service…. This
may represent a different session or patient encounter, different procedure or surgery, different
site, or organ system, separate incision/excision, or separate injury (or area of injury in extensive
injuries)” (chapter 23, § 20.9.1.1). In addition, the Manual states: “In order to be processed
correctly and promptly, a bill must be completed accurately” (chapter 1, § 80.3.2.2).
7

During our review, we identified 30 outpatient IMRT planning service claims in our sample that were incorrectly
billed. Seven IMRT claims contained two types of errors. Therefore, the number of errors exceeds the number of
incorrectly billed claims.
8

CMS provides guidance on how a provider should report no-cost and reduced-cost devices under the OPPS (CMS
Transmittal 1103, dated November 3, 2006, and the Manual, chapter 4, § 61.3).
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For 27 of the 183 selected outpatient claims, the Hospital incorrectly billed Medicare for HCPCS
codes, appended with modifier -59, which were already included in the payments for other
services billed on the same claim. Hospital officials did not provide a cause for the errors
identified because they disagreed with this finding. As a result of these errors, the Hospital
received overpayments of $42,669.
Incorrect Billing for Intensity-Modulated Radiation Therapy Planning Services
The Manual states: “In order to be processed correctly and promptly, a bill must be completed
accurately” (chapter 1, § 80.3.2.2). The Manual also states that certain services should not be
billed when they are performed as part of developing an IMRT plan (chapter 4, § 200.3.2).
For 30 of the 183 selected outpatient claims, the Hospital incorrectly billed Medicare for services
that were already included in the payment for IMRT planning services billed on the same claim.
These services were performed as part of developing an IMRT plan and should not have been
billed in addition to the HCPCS code for IMRT planning. The Hospital disagreed with this
finding and asserted that all 30 claims complied with applicable coding and billing guidelines.
As a result of these errors, the Hospital received overpayments of $6,818.
Insufficiently Documented Procedures
The Act precludes payment to any provider of services or other person without information
necessary to determine the amount due the provider (§ 1833(e)).
For 5 of the 183 selected outpatient claims, the Hospital incorrectly billed Medicare with certain
procedure codes that were unsupported in the medical records. Hospital officials stated that
these errors occurred because of clerical error. As a result of these errors, the Hospital received
overpayments of $2,502.
Incorrect Billing for Dental Services
The Act states: “No payment may be made under Medicare Part A or Part B for any expenses
incurred for items or services where such expenses are for services in connection with the care,
treatment, filling, removal, or replacement of teeth or structures directly supporting teeth...”
(§ 1862(a)(12)).
For 1 of the 183 selected outpatient claims, the Hospital incorrectly billed Medicare for the
treatment or removal of teeth. Hospital officials stated that this error occurred because of a
clerical error. As a result of this error, the Hospital received an overpayment of $584.
Medically Unnecessary Procedures
Medicare payments may not be made for items or services that “are not reasonable and necessary
for the diagnosis or treatment of illness or injury or to improve the functioning of a malformed
body member” (the Act, § 1862(a)(1)(A)).
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For 4 of the 183 selected outpatient claims, the Hospital incorrectly billed Medicare for HCPCS
procedure codes that were medically unnecessary. The Hospital disagreed with this finding and
stated that the associated procedures were appropriately provided and that the claims complied
with applicable coding and billing guidelines. As a result of these errors, the Hospital received
overpayments of $343.
OVERALL ESTIMATE OF OVERPAYMENTS
On the basis of our sample results, we estimated that the Hospital received overpayments of at
least $14,200,773 for the audit period.
RECOMMENDATIONS
We recommend that the Hospital:


exercise reasonable diligence to investigate the potential overpayments outside of the
Medicare reopening and recovery periods and work with the Medicare contractor to
return any identified overpayments—which we calculate to be as much as $14,200,773
during our audit period—in accordance with the 60-day repayment rule; and



strengthen its controls to ensure full compliance with Medicare requirements.

HOSPITAL COMMENTS AND OFFICE OF INSPECTOR GENERAL RESPONSE
In written comments on our draft report, the Hospital, through its attorneys, disagreed with two
of our initial recommendations and agreed with our third initial recommendation. Specifically,
the Hospital indicated that the overpayments identified in our draft report can no longer be
recovered by CMS and that some of the claims are also outside of a 4-year reopening period and
therefore do not need to be returned. The Hospital also indicated that it believes the potential
overpayments we identified are time-barred; therefore, the Hospital is not obligated to return
them under the 60-day repayment rule. However, the Hospital did agree that it incorrectly billed
16 inpatient claims and 16 outpatient claims with a total overpayment amount of $143,920.
The Hospital disagreed that it improperly billed 91 of the 123 claims for which we determined it
did not fully comply with Medicare billing requirements. The Hospital stated that our review
misapplied Medicare coverage, coding, and documentation requirements, resulting in an
incorrect error rate; therefore, the Hospital believes the extrapolation of overpayments is
improper and statistically unsound. Finally, the Hospital indicated that it will continue to
strengthen its controls to fulfill its commitment to compliance with Medicare requirements.
After reviewing the Hospital’s comments, we maintain that our findings are valid. However, we
revised our initial recommendations (combined two financial recommendations) to address the
specifics of the 60-day repayment regulation, which became effective after the issuance of our
draft report, and continue to recommend the Hospital return any identified overpayments.
Providers who identify overpayments are required to return them within 60 days. In addition,
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providers must exercise reasonable diligence to determine whether they have received an
overpayment and to quantify the amount of the overpayment. In exercising reasonable diligence,
providers are expected to determine whether or not overpayments of a similar type exist during a
6-year lookback period. Providers are obligated to quantify the entire amount of the
overpayment for this period and may do so by using a statistically valid extrapolation
methodology. The Hospital, itself, identified overpayments when it did “not dispute OIG’s
conclusions concerning the 16 inpatient claims and 16 outpatient claims billed incorrectly, with
an accumulated overpayment of $143,920.”
Regarding the Hospital’s disagreement that it improperly billed 91 claims and that our review
misapplied Medicare requirements, we note that we obtained an independent medical review of
these claims for medical necessity and coding errors, and our report reflects the results of that
review. Regarding our extrapolation methodology and the statistical validity of our results,
Federal courts have consistently upheld statistical sampling and extrapolation as a valid means to
determine overpayment amounts in Medicare.
The Hospital’s comments are included as Appendix E. We did not include attachments to the
Hospital’s comments because they contained personally identifiable information and were too
voluminous.
STATUTE OF LIMITATIONS AND THE 60-DAY RULE
Hospital Comments
The Hospital stated that section 1870(b) of the Act bars 2011 and 2012 claims from recovery by
CMS. The Hospital also cited limits on the ability of Medicare contractors to reopen claims with
potential overpayments after 4 years of the date of the claims’ initial payment determinations, as
set by 42 CFR § 405.980(b). In addition, the Hospital contested its responsibility to refund the
estimated overpayments to comply with the 60-day rule. The Hospital stated that it believes the
February 2016 publication of the final regulations interpreting the 60-day rule clarified that our
findings do not qualify as “overpayments.” Instead, the Hospital views these overpayments as a
“fact-based inquiry” for which the Hospital stated that it “has conducted the reasonable diligence
required by the Overpayment Rule and disputed in large part that overpayments exist.”
Office of Inspector General Response
Under the 60-day rule, providers who identify overpayments are required to return them within
60 days (section 1128J(d) of the Act and 42 CFR § 401.305(b)(i)). In addition, providers must
exercise reasonable diligence to determine whether they have received an overpayment and to
quantify the amount of the overpayment (42 CFR § 401.305(a)(2)). In exercising reasonable
diligence, providers are expected to determine whether or not overpayments of a similar type
exist during a 6-year lookback period (42 CFR § 401.305(f) and 81 Fed. Reg. 7654, 7663
(Feb. 12, 2016)). In addition, the provider is obligated to quantify the entire amount of the
overpayment for this lookback period and may do so by using a statistically valid extrapolation
methodology (42 CFR § 401.305(d)(1)). The Hospital, itself, identified overpayments when it
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did “not dispute OIG’s conclusions concerning 16 inpatient claims and 16 outpatient claims, with
an accumulated overpayment of $143,920.”
Through our draft report, the Hospital was informed of actual and potential overpayments. As a
result, the Hospital “has a duty to accept the finding or make a reasonable inquiry. If the
provider’s or supplier’s inquiry verifies the audit results, then it has identified an overpayment
and … has 60 days to report and return the overpayment” (81 Fed. Reg. at 7659). In conducting
a reasonable inquiry, the provider (the Hospital) must determine that it has received an
overpayment and quantify the overpayment amount (42 CFR § 401.305(a)(2)).
While the Hospital acknowledges that 32 of our sample claims are in fact overpayments, that is
only the beginning of the inquiry. Our audit period (CYs 2011 and 2012) is well within the
6-year lookback period required by the 60-day rule. Thus, “it is appropriate to inquire further to
determine whether there are more overpayments on the same issue before reporting and returning
the … overpaid claim” (81 Fed. Reg. at 7663). Accordingly, we are recommending that the
Hospital exercise reasonable diligence to determine whether it received additional similar
overpayments during the entire 6-year lookback period now that it has been informed of potential
overpayments during our limited audit period and agreed (at least in part) with that finding
(81 Fed. Reg. at 7667).
Importantly, the claims which the Hospital identified as overpayments in its response to our draft
report were only sample claims representative of a much larger population. As a result, the value
of the overpayment identified by the Hospital ($143,920) is incorrect. To properly quantify the
value of the overpayments would require extrapolation to that population. “[I]t is not appropriate
for a provider or supplier to only return a subset of claims identified as overpayments and not
extrapolate the full amount of the overpayment” (81 Fed. Reg. at 7664). Further, as discussed
above, the population that we sampled was far more limited than the 6-year lookback period
required by the 60-day rule. As a result, we are recommending that the Hospital exercise
reasonable diligence to quantify the value of any additional overpayments it received for the
years outside of our audit period as required by the 60-day rule (81 Fed. Reg. at 7667).
CONTESTED DETERMINATIONS OF CLAIMS
Hospital Comments
The Hospital disagreed that it improperly billed 91 of the 123 claims that we determined did not
fully comply with Medicare billing requirements. Specifically, the Hospital disagreed with our
determinations for 16 of the 21 inpatient short stay claims, 24 of the 25 inpatient rehabilitation
claims, 27 of the 30 outpatient IMRT claims, and 24 of the 28 outpatient modifier -59 claims.
However, the Hospital acknowledged that it improperly billed 16 inpatient and 16 outpatient
claims and stated that it believes the amount that should be refunded is $143,920.
The Hospital disagreed with the findings of 40 inpatient claim determinations, all of which the
Hospital stated were reasonable and necessary, and met Medicare coverage criteria. In its
rationale for disagreeing with these claims, the Hospital cited “limitations of post-hoc
evaluations of inpatient admissions,” physician judgement at the time of inpatient admission,
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inconsistent medical review determinations, and inflated overpayments due to claims that may be
rebilled under Part B. The Hospital disagreed with the inpatient rehabilitation claims on the
basis of its internal and external medical reviews of the sampled claims, along with a 2015 audit
conducted by National Government Services (NGS), the Hospital’s Medicare contractor, which
found that all 10 claims sampled by NGS met Medicare coverage and documentation
requirements. The Hospital stated that Medicare criteria, and its policies and procedures for
admitting patients, have not materially changed since 2011, when our audit period began.
The Hospital also disagreed with our determinations regarding 51 outpatient claims, all of which
it stated met Medicare coding and coverage guidance. Specifically, the Hospital disagreed with
the outpatient IMRT determinations based on its interpretation of Medicare and American
Medical Association (AMA) guidance, and Medicare contractor Local Coverage Determinations
(LCDs). The Hospital stated the services were “performed as an initial evaluation of the patient”
and “appropriately billed for the initial set-up of the patient.” In addition, the Hospital disagreed
with the outpatient modifier -59 determinations due to its interpretation of the National Correct
Coding Initiative Manual, AMA guidance, and Medicare contractor LCDs. The Hospital stated
that the LCDs allow for separate reimbursement of claims when a medically necessary
diagnostic procedure occurs that results in data not previously available.
Office of Inspector General Response
We obtained an independent medical review of these claims for medical necessity and coding
requirements, and our report reflects the results of that review. The contractor examined all of
the medical records and documentation submitted by the Hospital and carefully considered this
information to determine whether the Hospital billed the claims in compliance with Medicare
requirements. On the basis of the contractor’s conclusions, we determined that the Hospital
should have billed the 40 inpatient claims as outpatient or outpatient with observation services,
and that, for the 51 outpatient claims, Medicare coding and coverage requirements were not met.
We continue to stand by those determinations.
Additionally, the Medicare contractor LCDs cited by the Hospital to justify, in part, its rationale
for billing certain IMRT services were not issued by the Hospital’s Medicare contractor, NGS,
and therefore, were outside of the Hospital’s jurisdiction. CMS confirmed that an LCD only
applies to that Medicare contractor’s jurisdiction.9
Finally, we acknowledged the fact that the Hospital’s Medicare contractor allows for separate
billing of diagnostic services under certain circumstances. However, while our independent
medical review found that these diagnostic services were medically necessary, medical review

9

Chapter 13 of the Program Integrity Manual (PIM) (Pub. 100-08) outlines the LCD process which Medicare
contractors must follow. Chapter 13 § 13.1.3 of the PIM states: “The LCDs specify under what clinical
circumstances an item or service is considered to be reasonable and necessary. They are administrative and
educational tools to assist providers in submitting correct claims for payment. Contractors publish LCDs to provide
guidance to the public and medical community within their jurisdictions.”

Medicare Compliance Review of New York-Presbyterian Hospital (A-02-13-01027)

11

also found that they were not separate and distinct procedures. Therefore, these services do not
meet CMS’ definition of modifier -59.10
STATISTICAL SAMPLING AND EXTRAPOLATION
Hospital Comments
The Hospital stated that the use of statistical sampling and extrapolation to estimate the
overpayment was arbitrary and not required. It objected that we identified the entire amount as
having been overpaid for each of the improperly billed inpatient short stay claims, without
offsetting the claims by the amount the Hospital would have been paid had it been correctly
billed. The Hospital believes the lack of a payment offset and statutory limits of section 1870(b)
of the Act bar our overpayment estimate and, therefore, our initial recommendation lacked
sufficient and appropriate evidence to support our findings. Finally, the Hospital stated that
certain strata should be exempt from extrapolation due to low financial error rates in those strata.
Office of Inspector General Response
Federal courts have consistently upheld statistical sampling and extrapolation as a valid means to
determine overpayment amounts in Medicare. See Momentum EMS, Inc. v. Sebelius, 2014 WL
199061 at *9 (S.D. Tex. 2014); Anghel v. Sebelius, 912 F. Supp. 2d 4 (E.D.N.Y. 2012); Miniet v.
Sebelius, 2012 U.S. Dist. LEXIS 99517 (S.D. Fla. 2012); Bend v. Sebelius, 2010 U.S. Dist.
LEXIS 127673 (C.D. Cal. 2010). Additionally, the legal standard for use of sampling and
extrapolation is that it must be based on a statistically valid methodology, not the most precise
methodology. See John Balko & Assoc. v. Sebelius, 2012 WL 6738246 at *12 (W.D. Pa. 2012),
aff’d 555 F. App’x 188 (3d Cir. 2014); Anghel v. Sebelius, 912 F. Supp. 2d 4, 18 (E.D.N.Y.
2012); Transyd Enter., LLC v. Sebelius, 2012 U.S. Dist. LEXIS 42491 at *13 (S.D. Tex.
2012). We properly executed our statistical sampling methodology in that we defined our
sampling frame and sampling unit, randomly selected our sample, applied relevant criteria in
evaluating the sample, and used statistical sampling software (i.e., RAT-STATS) to apply the
correct formulas for the extrapolation. These formulas accurately account for the number of
claims selected from each of the strata. It remains OIG’s statutory obligation to determine, using
the tools available to us, the accuracy of payments to Medicare providers.
We acknowledge that the Hospital may rebill Medicare for the incorrectly billed inpatient
claims; however, rebilling is beyond the scope of our audit. CMS has issued the final regulations
on payment policies (78 Fed. Reg. 160 (Aug. 19, 2013)), and the Hospital should contact its
Medicare contractor for rebilling instructions. As stated in the report, we were unable to
determine the effect that billing Medicare Part B would have had on the overpayment amount
because the Hospital had not billed, and the Medicare contractor had not adjudicated, these
services prior to the issuance of our report.

The Manual states: “The ‘-59’ modifier is used to indicate a distinct procedural service…. This may represent a
different session or patient encounter, different procedure or surgery, different site, or organ system, separate
incision/excision, or separate injury (or area of injury in extensive injuries)” (chapter 23, § 20.9.1.1).
10
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APPENDIX A: AUDIT SCOPE AND METHODOLOGY
SCOPE
Our audit covered $32,829,323 in Medicare payments to the Hospital for 3,884 claims that were
potentially at risk for billing errors. We selected a stratified random sample of 285 claims (102
inpatient and 183 outpatient) totaling $3,346,750 for review. These 285 claims had dates of
service during the audit period. We focused our review on the risk areas that we had identified
as a result of prior OIG reviews at other hospitals. We evaluated compliance with selected
billing requirements and subjected 120 claims to medical and coding reviews to determine
whether the services were medically necessary and properly coded.
We limited our review of the Hospital’s internal controls to those applicable to the inpatient and
outpatient areas of review because our objective did not require an understanding of all internal
controls over the submission and processing of claims. We established reasonable assurance of
the authenticity and accuracy of the data obtained from the National Claims History file, but we
did not assess the completeness of the file.
This report focuses on selected risk areas and does not represent an overall assessment of all
claims submitted by the Hospital for Medicare reimbursement.
We conducted fieldwork at the Hospital and at our offices from May 2013 through November
2015.
METHODOLOGY
To accomplish our objective, we:


reviewed applicable Federal laws, regulations, and guidance;



extracted the Hospital’s inpatient and outpatient paid claims data from CMS’s National
Claims History file for the audit period;



obtained information on known credits for replacement medical devices from the device
manufacturers;



used computer matching, data mining, and data analysis techniques to identify claims
potentially at risk for noncompliance with selected Medicare billing requirements;



selected a stratified random sample of 285 claims (102 inpatient and 183 outpatient
claims) for detailed review (Appendix B);



reviewed available data from CMS’s Common Working File for the sampled claims to
determine whether the claims had been cancelled or adjusted;
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requested that the Hospital conduct its own review of the selected sampled claims to
determine whether they were billed correctly;



reviewed the medical record documentation provided by the Hospital to support the
sampled claims;



used an independent contractor and the Medicare contractor to determine whether 120
sampled claims met medical necessity and coding requirements;



discussed the incorrectly billed claims with Hospital personnel to determine the
underlying causes of noncompliance with Medicare requirements;



calculated the correct payments for those claims requiring adjustments;



used the results of the sample to estimate the Medicare overpayment to the Hospital for
our audit period (Appendix C);



discussed the results of our review with Hospital officials.

We conducted this performance audit in accordance with generally accepted government
auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objectives.
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APPENDIX B: SAMPLE DESIGN AND METHODOLOGY
POPULATION
The population contained inpatient and outpatient claims paid to the Hospital for services
provided to Medicare beneficiaries during the audit period.
SAMPLING FRAME
According to CMS’s National Claims History data, Medicare paid the Hospital $1,484,468,372
for 76,437 inpatient and 579,761 outpatient claims for services provided to beneficiaries during
the audit period.
We obtained a database of claims totaling $916,565,667 for 38,689 inpatient and $91,255,897 for
99,690 outpatient claims in 37 risk areas. From these 37 areas, we selected 11 areas consisting
of 76,977 claims totaling $498,074,817 for further review.
We performed data analyses of the claims within each of the 11 risk areas and removed the
following:


$0 paid claims;



claims duplicated within individual risk areas by assigning each claim that appeared in
multiple risk areas to just one category based on the following hierarchy:
o
o
o
o
o
o
o
o
o
o
o



Inpatient Short Stays,
Inpatient Rehabilitation Facility Claims,
Inpatient Manufacturer Credits for Replaced Medical Devices,
Inpatient Psychiatric Facility Emergency Department Adjustments,
Inpatient Claims with Same-Day Discharges and Readmissions,
Outpatient Claims Billed with Modifier -59,
Outpatient IMRT Planning Services,
Outpatient Claims Billed for Doxorubicin Hydrochloride,
Outpatient Manufacturer Credits for Replaced Medical Devices,
Outpatient Claims Billed for the Drug Herceptin, and
Outpatient Billing for Dental Services; and

claims under review by the Recovery Audit Contractor (RAC), as of May 31, 2013.11

Removing these claims resulted in a sampling frame of 3,884 unique Medicare claims in 11 risk
areas totaling $32,829,323 as follows:

11

To ensure that our overpayment extrapolation is valid, any sample items that a RAC has reviewed or is currently
reviewing will be treated as non-errors. This adjustment results in a valid overpayment estimate regardless of when
the RAC claims are identified. As an extra precaution, repayment of claims reviewed by the RAC that are in the
sampling frame will be subtracted from the total overpayments.
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Table 1: Risk Areas Sampled
Risk Area

Inpatient Short Stays

Number of
Claims
1887

Amount of
Payments
$9,592,012

Inpatient Rehabilitation Facility Claims
Inpatient Manufacturer Credits for Replaced
Medical Devices
Inpatient Psychiatric Facility Emergency
Department Adjustments
Inpatient Claims with Same-Day Discharges and
Readmissions

500

13,793,564

97

4,165,692

10

246,498

2

10,359

Outpatient Claims Billed with Modifier -59
Outpatient Intensity-Modulated Radiation
Therapy Planning Services
Outpatient Claims Billed for Doxorubicin
Hydrochloride
Outpatient Manufacturer Credits for Replaced
Medical Devices

1015

3,297,335

250

1,005,992

80

245,423

24

425,201

13

40,610

Outpatient Claims Billed for the Drug Herceptin
Outpatient Billing for Dental Services
Total

6
3,884

6,637
$32,829,323

SAMPLE UNIT
The sample unit was a Medicare paid claim.
SAMPLE DESIGN
We used a stratified random sample. We stratified the sampling frame into eleven strata based on
risk area. All claims are unduplicated, appearing in only one area and only once in the entire
sampling frame.
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SAMPLE SIZE
We selected 285 claims for review as follows:
Table 2: Sampled Claims by Stratum

Stratum

Risk Area

1

Inpatient Short Stays

2

Inpatient Rehabilitation Facility Claims

3
4
5
6

Claims in
Sampling
Frame

Inpatient Manufacturer Credits for Replaced
Medical Devices
Inpatient Psychiatric Facility Emergency
Department Adjustments
Inpatient Claims with Same-Day Discharges and
Readmissions
Outpatient Claims Billed with Modifier -59

Claims in
Sample

1887

30

500

30

97

30

10

10

2

2

1015

30

250

30

80

80

7

Outpatient Intensity-Modulated Radiation
Therapy Planning Services

8

Outpatient Claims Billed for Doxorubicin
Hydrochloride

9

Outpatient Manufacturer Credits for Replaced
Medical Devices

24

24

10

Outpatient Claims Billed for the Drug Herceptin

13

13

11

Outpatient Billing for Dental Services

6

6

3,884

285

Total Sampled Claims
SOURCE OF THE RANDOM NUMBERS

We generated the random numbers using the Office of Inspector General/Office of Audit
Services (OIG/OAS) statistical software random number generator.
METHOD FOR SELECTING SAMPLE ITEMS
We consecutively numbered the claims within strata one, two, three, six, and seven. After
generating the random numbers for these strata, we selected the corresponding claims in each
stratum. We selected all claims in strata four, five, eight, nine, ten, and eleven.
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ESTIMATION METHODOLOGY
We used the OIG/OAS statistical software to estimate the total amount of Medicare
overpayments made to the Hospital during the audit period.
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APPENDIX C: SAMPLE RESULTS AND ESTIMATES
TOTAL MEDICARE OVERPAYMENTS
Table 3: Sample Results

Stratum

Frame Size
(Claims)

Value of
Frame

Sample
Size

Value of
Sample

Number of
Incorrectly
Billed
Claims in
Sample

Value of Claim
Over-payments
in Sample

1

1887

$9,592,012

30

$124,108

21

$83,160

2

500

13,793,564

30

786,713

25

582,211

3

97

4,165,692

30

1,227,158

4

32,138

4

10

246,498

10

246,498

6

487

5

2

10,359

2

10,359

0

0

6

1015

3,297,335

30

98,362

28

43,763

7

250

1,005,992

30

135,681

30

7,986

8

80

245,423

80

245,423

0

0

9

24

425,201

24

425,201

7

68,891

10

13

40,610

13

40,610

0

0

11

6

6,637

6

6,637

2

1,167

3,884 $32,829,323

285

$3,346,750

123

$819,803

Total

ESTIMATES
Table 4: Estimated Value of Overpayments for the Audit Period
Limits calculated for a 90-Percent Confidence Interval
Point Estimate
Lower Limit
Upper Limit

$16,655,925
$14,200,773
$19,111,077
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APPENDIX D: RESULTS OF REVIEW BY RISK AREA

Risk Area

Value of
Selected
Claims

Selected
Claims

Claims With
Overpayments

Value of
Overpayments

Inpatient
Rehabilitation Facility Claims

30†

$786,713

25

$582,211

Short Stays

30†

124,108

21

83,160

Manufacturer Credits for
Replaced Medical Devices

30

1,227,158

4

32,138

Psychiatric Facility Emergency
Department Adjustments

10

246,498

6

487

2

10,359

0

0

102

$2,394,836

56

$697,996

30†

$98,362

28

$43,763

24

425,201

7

68,891

30†

135,681

30

7,986

6

6,637

2

1,167

80
13

245,423
40,610

0
0

0
0

183

$951,914

67

$121,807

285

$3,346,750

123

$819,803

Same-Day Discharges and
Readmissions

Inpatient Totals
Outpatient
Claims Billed with Modifier -59
Manufacturer Credits for
Replaced Medical Devices
Intensity-Modulated Radiation
Therapy Planning Services

Dental Services
Doxorubicin Hydrochloride
Herceptin

Outpatient Totals
Inpatient and Outpatient
Totals

† We submitted these claims to a focused medical review to determine whether the services were medically
necessary and properly coded.
Notice: The table above illustrates the results of our review by risk area. In it, we have organized inpatient and
outpatient sample units by risk areas we reviewed. However, we have organized this report’s findings by the types
of billing errors we found at the Hospital. Because we have organized the information differently, the information
in the individual risk areas in this table does not match precisely with this report’s findings.
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APPENDIX E: HOSPITAL COMMENTS
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