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cheryl.blackmon@oig.hhs.gov. To facilitate identification, please refer to report number 
A-06-03-00078 in all correspondence. 

      Sincerely,

      Gordon L. Sato 
      Regional Inspector General 

For  Audit  Services  

Enclosures – as stated 



Page 2 – Mr. Goldstein 

Direct Reply to HHS Action Official: 

James R. Farris, M.D. 

Regional Administrator, Region VI 

Centers for Medicare & Medicaid Services  

1301 Young Street, Suite 714 

Dallas, Texas 75202 




Department of Health and Human Services
 

OFFICE OF 

INSPECTOR GENERAL 


REVIEW OF REHABILITATION 

SERVICES AT GULF HEALTH 

CARE, TEXAS CITY, TEXAS 


Daniel R. Levinson
 
Inspector General 


July 2007
 
A-06-03-00078
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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 all 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. 
Specifically, these evaluations focus on preventing fraud, waste, or abuse and promoting 
economy, efficiency, and effectiveness in departmental programs.  To promote impact, the 
reports also present practical recommendations for improving program operations. 

Office of Investigations 

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of 
allegations of wrongdoing in HHS programs or to HHS beneficiaries and of unjust enrichment 
by providers.  The investigative efforts of OI lead to criminal convictions, administrative 
sanctions, 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 
in OIG’s internal operations.  OCIG imposes program exclusions and civil monetary penalties on 
health care providers and litigates those actions within HHS.  OCIG also represents OIG in the 
global settlement of cases arising under the Civil False Claims Act, develops and monitors 
corporate integrity agreements, develops compliance program guidances, renders advisory 
opinions on OIG sanctions to the health care community, and issues fraud alerts and other 
industry guidance. 



Notices 
http://oig.hhs.gov 

THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

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

OAS FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable or a 
recommendation for the disallowance of costs incurred or claimed, as well as  
other conclusions and recommendations in this report, represent the findings  
and opinions of the HHS/OIG/OAS. Authorized officials of the HHS divisions  
will make final determination on these matters. 



EXECUTIVE SUMMARY 


BACKGROUND 

Medicare pays skilled nursing facilities (SNF) a daily rate to cover skilled services (e.g., 
rehabilitation therapy, infusion therapy, nursing, etc.) provided to Medicare patients during each 
day of a covered SNF stay. SNFs use a uniform clinical assessment form called a Minimum 
Data Set (MDS) to classify patients into specific payment groups known as Resource Utilization 
Groups (RUG) based on the patient’s care and resource needs. Each RUG corresponds to a 
combination or bundle of services (e.g., skilled nursing services, daily physical therapy, and 
ancillary services). SNFs periodically assess patients’ clinical progress and may adjust the 
MDSs. Substantial changes may result in either higher or lower RUGs and thus higher or lower 
payments. 

A single SNF claim may have multiple RUGs, with each RUG covering a different period and 
corresponding to a different payment rate.  When claims have multiple RUGs, medical reviewers 
must evaluate each RUG independently.  As a result, medical reviewers may make multiple 
determinations on a single claim. 

OBJECTIVE 

Our objective was to determine whether the services on rehabilitation claims paid to Gulf Health 
Care Center (Gulf) of Texas City, Texas, were medically necessary and adequately supported by 
medical documentation. 

SUMMARY OF FINDINGS 

Of the 100 rehabilitation claims sampled, medical reviewers determined that 69 included 
medically unnecessary documented services and recommended that 30 claims be allowed.  One 
claim was not counted as an error because the claim was erroneously billed by Gulf and, 
subsequently, was not paid by the intermediary.  All 100 claims were adequately supported by 
medical documentation.  

For the 69 claims (containing 108 RUGs) that included medically unnecessary services, the 
medical reviewers recommended that 13 RUGs be denied because all of the services were not 
medically necessary at the intense level provided at an SNF and that 95 RUGs be coded at a 
lower level (downcoded) because some of the services within each RUG were not medically 
necessary at the level indicated on the claim. 

These errors occurred because Gulf misapplied Medicare medical necessity requirements.  As a 
result, we estimate Medicare overpaid Gulf at least $671,456 for services that did not meet 
Medicare requirements.   
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RECOMMENDATIONS 

We recommend that Gulf: 

•	 refund to the Medicare program $671,456 in overpayments for improperly paid 

rehabilitation claims,  


•	 ensure that future rehabilitation claims comply with Medicare requirements on medical 
necessity, 

•	 strengthen its procedures to ensure that all Medicare claims are supported by adequate 
medical documentation, and 

•	 work with the fiscal intermediary to determine the amount of overpayments made 
subsequent to our audit period. 

GULF’S COMMENTS 

In its October 28, 2005, written comments on our draft report, Gulf strongly disagreed with our 
findings and took issue with many aspects of the review, which include issues involving medical 
necessity determinations and medical documentation.  Specifically, according to Gulf’s 
comments, the review: 

•	 mentioned dementia, Alzheimer’s disease, or other cognitive impairments as the basis of 
denying therapy to patients; 

•	 failed to consider the patient’s home environment in instances where therapy was denied 
and home health care was considered appropriate; 


• overlooked physician orders for therapy care; 

•	 failed to consider RUG downgrades for claims recommended for a denial; 
•	 failed to apply Medicare Program Integrity guidelines; and 
•	 recommended claims for denial based on missing or inadequate documentation that was 

easily found in patients’ files. 

The full text of Gulf’s comments (excluding privacy information) is included as Appendix C. 

OFFICE OF INSPECTOR GENERAL’S RESPONSE 

Upon our initial visit to Gulf to collect medical documentation, we noted Gulf’s weak internal 
controls related to how the facility maintains and stores documentation.  In many instances, 
documents in patient files could not be found and many documents were provided to us in 
piecemeal.  

After the receipt of our draft report, Gulf sent us additional documentation to support its position. 
Based on the documentation, we decided to request a second review of claims that originally 
included RUGs recommended for a denial or downcode. However, during the second review, 
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medical reviewers noted numerous instances where documentation was still missing.  Gulf later 
provided us with these records. 

After we obtained additional information from Gulf’s medical records, the medical reviewers 
were satisfied with all documentation received and made medical review determinations on all 
claims reviewed.  

As a result of the second review, medical reviewers revised 78 of their original determinations 
involving issues on medical necessity or documentation. In total, 69 of the 100 claims selected 
for review included medically unnecessary services. As a result, we estimate Medicare overpaid 
Gulf at least $671,456 for services that did not meet Medicare requirements.  We have adjusted 
this report to reflect the revised estimated overpayments.   
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INTRODUCTION 


BACKGROUND 

Medicare Prospective Payment System for Skilled Nursing Facilities 

The Balanced Budget Act of 1997 mandated the implementation of a prospective payment 
system for skilled nursing facility (SNF) services furnished to beneficiaries under Part A of the 
Medicare program.  SNFs provide daily services that include speech, occupational, and physical 
therapies, intravenous feedings or medications, and transfusions.  Services must be provided by, 
or under the direct supervision of, skilled nursing or rehabilitation professionals for a condition 
previously treated at a hospital. 

Under the prospective payment system, Medicare pays SNFs a daily rate to cover skilled services 
(e.g., rehabilitation therapy, infusion therapy, nursing, etc.) provided to a patient during each day 
of a covered SNF stay. SNFs use a uniform clinical assessment form called a Minimum Data Set 
(MDS) to classify the patient into an appropriate payment group, known as a Resource 
Utilization Group (RUG), based on the patient’s care and resource needs.  Each RUG 
corresponds to a combination or bundle of services (e.g., skilled nursing services, daily physical 
therapy, and ancillary services). 

Federal regulations require SNFs to complete periodic MDSs, beginning with the 5th day of the 
patient’s stay, again on the 14th, 30th, 60th, and 90th days, and whenever the patient’s medical 
condition changes. The 5-day MDS includes the patient’s initial recommended treatment and the 
corresponding RUG. Based on the patient’s progress, SNFs may adjust subsequent MDSs.  If 
substantial, these adjustments may result in either a higher or lower RUG and thus a higher or 
lower payment. 

A single SNF claim may have multiple RUGs, with each RUG covering a different period and 
corresponding to a different payment rate.  When claims have multiple RUGs, medical reviewers 
must evaluate each RUG independently.  As a result, medical reviewers may make multiple 
determinations on a single claim. 

Resource Utilization Groups  

During the scope of our review, Medicare grouped RUGs into seven major service categories:  
rehabilitation, extensive services, special care, clinically complex, impaired cognition, behavior 
problems, and reduced physical functions.  Rehabilitation services were further divided into five 
levels that comprised of 14 RUGs: ultrahigh (3 RUGs), very high (3 RUGs), high (3 RUGs), 
medium (3 RUGs), and low (2 RUGs). Each RUG was associated with a per diem payment rate.  

The Centers for Medicare & Medicaid Services (CMS) has expressed concern about the health 
risks of unnecessary rehabilitation therapy.  In response to public comment, CMS stated:   
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“We expect facilities will not compromise any beneficiary’s health by beginning rehabilitation 
therapy prematurely or at a level that is too rigorous for the individual’s status.”1 

Medicare Program Safeguard Contractors 

The Health Insurance Portability and Accountability Act of 1996 established the Medicare 
Integrity Program, in part, to strengthen CMS’s ability to deter fraud and abuse in the Medicare 
program.  In accordance with this legislation, CMS created program safeguard contractors to 
perform functions such as medical review, cost report audits, data analysis, provider education, 
and fraud detection and prevention.  Under a contract with CMS, TriCenturion performs fraud 
and abuse safeguard functions for the Medicare Part A workload in Texas.  TriCenturion 
performed the original medical review and medical rereview for this audit.   

Gulf Health Care Center 

Located in Texas City, Texas, Gulf Health Care Center (Gulf) is a nursing home with a 
Medicare-certified skilled nursing unit.  

OBJECTIVE, SCOPE, AND METHODOLOGY 

Objective 

Our objective was to determine whether the services on rehabilitation claims paid to Gulf were 
medically necessary and adequately supported by medical documentation. 

Scope 

We selected Gulf for our review because the nursing home had the highest percentage of its 
rehabilitation services in the costliest rehabilitation RUG - more than any other Texas nursing 
home submitting claims to Mutual of Omaha2 during calendar year 2002. 

From July 2, 2002, through May 31, 2003,3 Gulf submitted 401 Medicare claims totaling 
$2,089,053. For our audit, we selected 387 paid claims with payments totaling $2,071,612.  
Each claim included at least one rehabilitation service period.  From the 387 rehabilitation 
claims, we selected an unrestricted random sample of 100 claims (containing 163 RUGs) totaling 
$523,370. All 163 RUGs were rehabilitation RUGs.   

1Medicare Program; Prospective Payment System and Consolidated Billing for Skilled Nursing Facilities,  
64 Federal Register 41657 (1999).  

2Mutual of Omaha is a Medicare fiscal intermediary that processes Medicare claims for Gulf. 

3According to Medicare regulations, nursing homes are required to keep payment-setting documentation in the 
current medical record for only 15 months.  Therefore, we selected our data from the most recent data available for 
the 15-month period before October 2003, which is when we selected the data.  
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We limited our review of internal controls to gaining an understanding of Gulf’s procedures for 
completing the SNF patients’ MDSs and its policies and procedures for maintaining medical 
records. 

We performed our fieldwork at Gulf in Texas City, Texas.  

Methodology 

To accomplish our objective, we: 

•	 reviewed the applicable laws, regulations, and guidance concerning the Medicare 

payment process for SNFs;   


•	 interviewed Gulf officials and reviewed Gulf’s policies and procedures for (1) assessing 
patients’ care needs and completing the MDSs and (2) ensuring completeness of the 
nursing home’s medical records; 

•	 obtained Gulf’s medical records for the 100 sample claims;  

•	 forwarded the medical records for the sample claims to TriCenturion’s medical reviewers 
to determine whether the claimed services were medically necessary and supported by 
adequate documentation; 

•	 obtained the medical review results on the sample claims and calculated the overpayment 
amounts; and 

•	 estimated total Medicare overpayments based on our sample results.   

Appendix A includes our sampling methodology and the resulting projection of overpayments.  

We conducted our audit in accordance with generally accepted government auditing standards.   

FINDINGS AND RECOMMENDATIONS 

Of the 100 rehabilitation claims sampled, medical reviewers determined that 69 included 
medically unnecessary documented services and recommended that 30 claims be allowed.  One 
claim was not counted as an error because the claim was erroneously billed by Gulf and, 
subsequently, was not paid by the intermediary.  All 100 claims were adequately supported by 
medical documentation. 

For the 69 claims (containing 108 RUGs) that included medically unnecessary services, the 
medical reviewers recommended that 13 RUGs be denied because all of the services were not 
medically necessary at the intense level provided at an SNF and that 95 RUGs be coded at a 
lower level (downcoded) because some of the services within each RUG were not medically 
necessary at the level indicated on the claim. 
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These errors occurred because Gulf misapplied Medicare medical necessity requirements.  As a 
result, we estimate Medicare overpaid Gulf at least $671,456 for services that did not meet 
Medicare requirements.   

Appendix B contains a more detailed breakdown of the medical reviewers’ findings on the 100 
sample claims. 

SERVICES WERE NOT MEDICALLY NECESSARY 

Medicare Requirements Govern Medical Necessity 

Pursuant to 42 CFR § 409.31(b), Medicare generally covers skilled care if (1) the beneficiary 
requires skilled nursing or rehabilitation, or both, daily; (2) the beneficiary needs care for a 
condition previously treated in a hospital or critical access hospital; and (3) the skilled services, 
as a practical matter, can be provided only in an SNF on an inpatient basis.  

Regulations (42 CFR § 409.44(c)(2)) state that physical and occupational therapy and speech-
language pathology services must be reasonable and necessary.  To be considered reasonable and 
necessary, the following conditions must be met:  (i) the services must be considered under 
accepted standards of medical practice to be a specific, safe, and effective treatment for the 
beneficiary's condition; (ii) the services must be of such a level of complexity and sophistication 
or the condition of the beneficiary must be such that the services required can safely and 
effectively be performed only by a qualified physical therapist or by a qualified physical therapy 
assistant under the supervision of a qualified physical therapist, by a qualified speech-language 
pathologist, or by a qualified occupational therapist or a qualified occupational therapy assistant 
under the supervision of a qualified occupational therapist; (iii) there must be an expectation that 
the beneficiary's condition will improve materially in a reasonable (and generally predictable) 
period of time based on the physician's assessment of the beneficiary's restoration potential and 
unique medical condition, or the services must be necessary to establish a safe and effective 
maintenance program required in connection with a specific disease, or the skills of a therapist 
must be necessary to perform a safe and effective maintenance program; and (iv) the amount, 
frequency, and duration of the services must be reasonable.  

Pursuant to 42 CFR § 424.20(a)(1), an SNF patient must be correctly assigned to one of the 
RUGs designated as representing the required level of care.  Moreover, 42 CFR § 483.20(i)(2) 
states that the MDS assessment must be accurate and that each person who completes a portion 
of the MDS must certify its accuracy. 

Gulf Provided Services That Were Not Medically Necessary 

The medical reviewers determined that 69 claims included rehabilitation therapy that did not 
fully meet Medicare requirements for medical necessity.  For most of the 69 claims, the 
reviewers cited multiple reasons that led to their recommendations to either deny or downcode 
the claims.  Two examples illustrate these multiple reasons. 
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•	 A 69-year-old patient with a history of hypertension, chronic obstructive pulmonary 
disease, and gout was hospitalized due to weakness, altered mental status, and alcohol 
intoxication. The patient’s gait had deteriorated prior to being hospitalized and the 
patient had started using a walker and a wheelchair.  A CT of the head led to a diagnosis 
of brain disease and generalized debilitation.  While hospitalized, records stated that the 
patient’s short-term memory was profoundly impaired, which limited his rehabilitation 
potential. On the date the patient transferred from the hospital to Gulf, the patient’s 
physician noted that the patient seemed unable to understand that he should call for help 
when getting out of bed.  Approximately one week later, the physician stated that the 
patient was not manageable in a nursing home setting and was unable to participate in 
rehabilitation. According to the medical reviewers, the skills of a licensed therapist were 
not reasonable or necessary. They recommended that the RUG on the claim be 
downcoded from a rehabilitation ultra-high level to a clinically complex level based on 
the frequency of physician visits and orders. 

•	 A 72-year-old patient was hospitalized due to nonsustained ventricular tachycardia on 
pacemaker monitoring and pacemaker follow-up. After transferring to Gulf, the patient 
underwent an assessment, which indicated that the patient was able to perform most daily 
living activities independently. Thus, medical reviewers stated that there was no need for 
skilled rehabilitation. Moreover, the medical documentation did not indicate a need for 
any skilled services. Therefore, the medical reviewers recommended that all RUGs on 
the claim be denied.  

Gulf Misapplied Medicare Requirements on Medical Necessity  

During an exit conference to discuss the results of our initial review, Gulf's corporate officials 
asserted that the Medicare requirements authorize the rehabilitation services provided at Gulf.  
Gulf later provided us with additional documentation to support its opinion after we issued our 
draft report to the facility.  Based on the documentation provided by Gulf, medical reviewers 
conducted a second review and revised 78 of their original determinations.4 

As a result of the second review, medical reviewers determined that Gulf provided services that 
did not meet Medicare requirements for medical necessity.  Based on the demonstrated medical 
expertise of the medical reviewers, we concluded that Gulf misapplied Medicare medical 
necessity requirements.    

CONCLUSION 

For the period July 2, 2002, through May 31, 2003, we estimate Medicare overpaid Gulf at least 
$671,456 for services that were medically unnecessary. 

4We have adjusted this report to reflect the revised estimated value of overpayments.  
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RECOMMENDATIONS 

We recommend that Gulf: 

•	 refund to the Medicare program $671,456 in overpayments for improperly paid 

rehabilitation claims, 


•	 ensure that future rehabilitation claims comply with Medicare requirements on medical 
necessity, 

•	 strengthen its procedures to ensure that all Medicare claims are supported by adequate 
medical documentation, and 

•	 work with the fiscal intermediary to determine the amount of overpayments made 
subsequent to our audit period. 

GULF’S COMMENTS 

In its October 28, 2005, written comments on our draft report, Gulf strongly disagreed with our 
findings and took issue with many aspects of the review, which include issues involving medical 
necessity determinations and medical documentation.  Specifically, according to Gulf’s 
comments, the review: 

•	 mentioned dementia, Alzheimer’s disease, or other cognitive impairments as the basis of 
denying therapy to patients; 

•	 failed to consider the patient’s home environment in instances where therapy was denied 
and home health care was considered appropriate; 


• overlooked physician orders for therapy care; 

•	 failed to consider RUG downgrades for claims recommended for a denial; 
•	 failed to apply Medicare Program Integrity guidelines; and 
•	 recommended claims for denial based on missing or inadequate documentation that was 

easily found in patients’ files. 

The full text of Gulf’s comments (excluding privacy information) is included as Appendix C. 

OFFICE OF INSPECTOR GENERAL’S RESPONSE 

Upon our initial visit to Gulf to collect medical documentation, we noted Gulf’s weak internal 
controls related to how the facility maintains and stores documentation.  In many instances, 
documents in patient files could not be found and many documents were provided to us in 
piecemeal. 

After the receipt of our draft report, Gulf sent us additional documentation to support its position.  
Based on the documentation, we decided to request a second review of claims that originally 
included RUGs recommended for a denial or downcode. However, during the second review, 
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medical reviewers noted numerous instances where documentation was still missing.  Gulf later 
provided us with these records. 

After we obtained additional information from Gulf’s medical records, the medical reviewers 
were satisfied with all documentation received and made medical review determinations on all 
claims reviewed.  

As a result of the second review, medical reviewers revised 78 of their original determinations 
involving issues on medical necessity or documentation.  In total, 69 of the 100 claims selected 
for review included medically unnecessary services.  As a result, we estimate Medicare overpaid 
Gulf at least $671,456 for services that did not meet Medicare requirements.  We have adjusted 
this report to reflect the revised estimated overpayments.  
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APPENDIX A 

SAMPLING METHODOLOGY 

Population: The population consisted of all paid Medicare claims having at least one 
rehabilitation service for Gulf Health Care Center (Gulf) of Texas City, Texas, for the 
period July 2, 2002, through May 31, 2003.  During this period, Gulf submitted 387 
claims that included at least 1 rehabilitation service period, for a total of $2,071,612.  

Sample Unit:  The sample unit consisted of a paid claim that included at least one 
rehabilitation service. 

Sample Design:  We used an unrestricted random sample, selecting 100 sample units for 
this review. 

Value of an Error: If the medical review determined that the services recorded on the 
claim were not medically necessary or adequately documented, those services were 
disallowed, and that portion paid on the claim was considered an overpayment.   

Estimation Methodology:  We used the Office of Audit Services’s statistical sampling 
software (RAT-STATS) to project the overpayment amount.  We reported the estimate of 
unallowable claims at the lower limit of the 90-percent two-sided confidence interval. 

Sample Results: 

Population Sample 
Size 

Value of 
Sample 

Number 
of Errors 

Value of 
Errors 

387  100  $523,370.38  695  $207,375.49 

Projection: 

Point Estimate 90% Confidence Interval 
Lower Limit Precision Amount 

$802,543 $671,456 $131,087 

5Although the medical reviewers found errors on 70 claims, only 69 claims resulted in an overpayment.  
The remaining claim had no effect on the sample’s overall overpayment projection because it showed a 
payment amount of $0. 
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MEDICAL REVIEW DETERMINATIONS 

FOR THE 100 SAMPLE CLAIMS
 

A single claim may have multiple Resource Utilization Groups (RUG), and each RUG 
may cover a different period and correspond to a different payment rate.  When claims 
have multiple RUGs, medical reviewers must evaluate each RUG independently and 
make individual decisions on each one.  The table below summarizes the medical review 
determinations for the 100 sample claims, including the total number of RUGs for each 
determination category and a breakdown of the number of RUGs that the reviewers 
recommended be denied, paid at a lower RUG level (downcoded), and allowed. 

Summary of RUGs for the 100 Sample Claims 

Recommendations 

Medical Determination 
No. of 
Claims 

Total No. 
of RUGs 

No. of RUGs 
Denied 

No. of RUGs 
Downcoded 

No. of RUGs 
Allowed 

Allowed 30 53 -- -- 53 
Medically Unnecessary 69 108 13 95 --
Zero Paid Claim not 
Counted in Sample 

1 2 -- -- --

 Total 100 163 13 95 53 

Detail of RUGs for the 100 Sample Claims 

The table below lists detailed information for the 100 sample claims reviewed and the 
medical reviewers’ recommendation for each claim. 

Recommendations 

Sample 
No. 

Error 
Category7 

Total No. 
of RUGs 

No. of 
RUGs 
Denied 

No. of RUGs 
Downcoded 

No. of 
RUGs 

Allowed 

1 M 1 1 
2 M 1 1 
3 M 1 1 
4 A 3 3 
5 M 2 2 
6 M 1 1 
7 M 2 2 
8 M 1 1 
9 A 2 2 

10 M 2 2 
11 M 1 1 
12 M 2 2 
13 M 2 2 
14 M 1 1 
15 M 3 3 
16 M 3 3 
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Sample 
No. 

Error 
Category7 

Total No. 
of RUGs 

No. of 
RUGs 
Denied 

No. of RUGs 
Downcoded 

No. of 
RUGs 

Allowed 
17 M 2 2 
18 A 1 1 
19 M 2 2 
20 A 2 2 
21 A 2 2 
22 A 2 2 
23 M 1 1 
24 A 1 1 
25 A 2 2 
26 M 1 1 
27 A 1 1 
28 M 3 3 
29 M 1 1 
30 A 3 3 
31 A 3 3 
32 M 1 1 
33 M 2 2 
34 A 1 1 
35 M 2 2 
36 M 2 2 
37 M 2 2 
38 M 1 1 
39 A 1 1 
40 A 2 2 
41 A 1 1 
42 M 3 3 
43 A 2 2 
44 M 2 2 
45 M 2 2 
46 M 2 2 
47 M 2 2 
48 M 2 2 
49 M 1 1 
50 A 1 1 
51 M 2 2 
52 A 2 2 
53 M 1 1 
54 M 1 1 
55 M 1 1 
56 M 1 1 
57 M 1 1 
58 A 1 1 
59 M 1 1 
60 A 2 2 
61 M 2 2 
62 M 1 1 
63 M 2 2 
64 M 2 2 
65 A 2 2 
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Sample 
No. 

Error 
Category7 

Total No. 
of RUGs 

No. of 
RUGs 
Denied 

No. of RUGs 
Downcoded 

No. of 
RUGs 

Allowed 
66 M 1 1 
67 M 2 2 
68 M 1 1 
69 M 3 3 
70 A 1 1 
71 A 3 3 
72 M 2 2 
73 A 3 3 
74 M 2 2 
75 M 1 1 
76 A 1 1 
77 M 1 1 
78 M 1 1 
79 M 1 1 
80 M 1 1 
81 M 3 3 
82 M 1 1 
83 A 1 1 
84 M 2 2 
85 M 1 1 
86 A 1 1 
87 A 1 1 
88 M 1 1 
89 M 1 1 
90 M 1 1 
91 M 3 3 
92 M 1 1 
93 M 1 1 
94 M 1 1 
95 C 2 
96 M 2 2 
97 A 2 2 
98 M 1 1 
99 A 3 3 

100 M 1 1 
Total 163 13 95 53 

7Error Categories: 
A = Allowed 
M= Medically unnecessary 
C = Claim not paid by intermediary 
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