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EXECUTIVE SUMMARY
As a participant in the Technical Advisory Committee on Claims Payment, the Texas Association of Health Plans (TAHP) has spent several months studying the issue of standardized coding and edits and has analyzed both the practical considerations and the financial implications of standardization.  TAHP opposes standardization of code sets and bundling and logic edits.    This paper explains our position.
An important consideration when determining the need for a standard code set is that in the last several years the industry has spent considerable resources coming into compliance with the Health Insurance Portability and Accountability Act (HIPAA).  A key component of HIPAA was the standardization of the code sets which are used to bill for services as well as the standardization of reason codes and remark codes which explain any claim editing that is done by the payer.  Significant progress has been made toward standardizing codes and their accompanying edits via the HIPAA compliance process.

TAHP has estimated the key costs of implementing a standard code/edit set.  Although no firm data on implementation cost exists, many industry representatives estimate that implementing a single procedural code and/or edit set in Texas, regardless of the code set that is adopted, would involve significant costs, perhaps as much as $100 million for the industry as a whole, and that implementation could take up to a decade.

Any attempt to standardize the claim edits also raises the specter that existing edits will be altered and subsequent savings will be significantly reduced.  Currently the industry estimates that it saves 3-5% in claims cost by using a robust edit/logic set.  The projected increase in claims costs resulting from a less effective set of edits could result in a premium increase of up to 5%.   
Conversely, TAHP was unable to locate any studies on the adoption of a single code/edit set which measures the potential benefits.   
Due to the lack of any significant identifiable benefits, coupled with the enormous cost and effort which would be required to implement a single code/edit set, TAHP opposes standardization of code sets and bundling logic edits. 
BACKGROUND
Medical code sets are clinical codes used in transactions to identify what procedures, services and diagnoses pertain to a patient encounter. The codes characterize a medical condition or treatment and are usually maintained by professional societies and public health organizations. The purpose of coding systems is to communicate specific services rendered by physicians and other providers, usually for the purpose of claim submission to third party (insurance) carriers.   The Physicians' Current Procedural Terminology (CPT), developed by the American Medical Association and HCPCS Level II codes, developed by the Centers for Medicare and Medicaid Services (CMS) (see Figure 2), are two commonly used code sets.   (see Figure 1),
A multitude of codes is necessary because of the wide spectrum of services provided by various medical care providers. Because many medical services can be rendered by different methods and combinations of various procedures, multiple codes describing similar services are frequently necessary on a single claim to accurately reflect what service or services a physician performs.  
With the codes comes the necessity for payment logic and/or edits.  This logic sequence ensures that appropriate billing codes and combinations are used.  The codes and the logic cannot be separated because they work together to ensure proper payment.  
An example of the link between coding and the logic/edit sets is as follows:
Following a routine hysterectomy, the physician bills using CPT code 58291-hysterectomy, with removal of tube(s) and/or ovary(s).  Sometimes, the bill might inappropriately also include CPT code 58720-removal of tubes and ovaries.  Since the code description for CPT code 58291 states that the code includes removal of tube(s) and/or ovary(s), it is logical that CPT code 58720 cannot be billed with CPT code 58291.  These two codes are considered mutually exclusive.
The logic/edit to disallow 58720 and 58291 to be billed together would be built into any claim system that handles these types of claims.  In other words, the claims system would be programmed to deny a claim for 58291 if billed under 58720.
It should be noted that these various code sources are updated at least annually.  Edit logic is also continuously changed with the coding updates or as new technology is introduced or generally accepted medical guidelines for treatment are updated.  Providers and their billing agents as well as carriers must keep abreast of all the code changes or risk over or under payment/reimbursement, allegations of fraud and abuse and/or fines by various legal/regulatory agencies.

HIPAA Impact
In enacting the Health Insurance Portability and Accountability Act of 1996 (HIPAA), Congress sought to simplify data reporting and claims processing requirements across all providers and payers and facilitate the electronic transmission of claims.   ICD-9-CM Vol. 3 and CPT were practical options for HIPAA standard code sets despite some limitations. Both ICD-9-CM Vol. 3 and CPT met almost all of the criteria for standard code sets recommended by HHSC’s HIPAA implementation teams—the codes sets improved the efficiency and met the needs of the health care industry, had low additional costs and administrative burdens associated with their implementation, and were consistent with other HIPAA standards.
  The complete list of medical codes sets that have been approved for use by HIPAA are listed in Table 1.
To comply with HIPAA, all non-standard medical service codes had to be replaced with the appropriate standard codes.  At the same time, the HIPAA final rules clearly state “We note that by adopting standards for code sets we are requiring that all parties accept these codes within their electronic transactions. We are not requiring payment for all of these services.”
  This statement recognized the need to ensure proper billing practices, even as standardized code sets were being adopted.
HIPAA also requires standard claim adjustment and remark codes. These codes communicate why a claim or service line was “adjusted” (i.e. paid differently than it was billed) and are used in the remittance advice sent to the provider.   Remark codes add greater specificity to an adjustment reason code. Examples of key HIPAA approved claim adjustment reason codes are listed below.  These adjustment codes reflect the clear expectation that edit logic will be in place to catch billing irregularities.
Examples of HIPAA approved Claim Adjustment Reason Codes:

	Code
	Explanation
	Code
	Explanation

	57


	Payment denied/reduced because the payer deems the information submitted does not support this level of service, this many services, this length of service, this dosage, or this day's supply.

.
	151
	Payment adjusted because the payer deems the information submitted does not support this many services.
Note: New as of 10/02

	59


	Charges are adjusted based on multiple surgery rules or concurrent anesthesia rules


	152
	Payment adjusted because the payer deems the information submitted does not support this length of service.
Note: New as of 10/02

	97
	Payment is included in the allowance for another service/procedure
	153
	Payment adjusted because the payer deems the information submitted does not support this dosage.
Note: New as of 10/02

	150
	Payment adjusted because the payer deems the information submitted does not support this level of service.
Note: New as of 10/02
	154
	Payment adjusted because the payer deems the information submitted does not support this day's supply.
Note: New as of 10/02


CPT Codes Add Complexity
The codes in the “CPT Manual” are copyrighted by the AMA, and updated annually by the CPT Editorial Panel based on input from the AMA Advisory Committee, which serves as a channel for requests from various providers and specialty societies (see Figure 1).   These codes have also been adopted as the standard for HIPAA compliance.

As a result of the variety of surgical, diagnostic and therapeutic non-surgical procedures commonly performed in medical practice, the extent of the “CPT Manual” has grown considerably to over 7,500 codes, with millions of possible combinations.  The AMA recognizes the difficulty in correctly coding claims and the necessity to improve the credibility of the system.  Among the stated objectives for the improvement project known as “CPT-5” were: 
· “Develop, implement, and disseminate more comprehensive information regarding the correct usage of CPT, including guidelines, policies, and procedures;             

· Explore issues related to the reliability of CPT coding, i.e., that different users arrive at the same code for the same service;” 
              

The CPT coding system designed by the AMA is particularly difficult to use because it attempts to identify codes for all accepted medical procedures, including minor procedures that are usually components of more comprehensive procedures.  This complexity can lead to the submission of improperly coded claims and make payers vulnerable to abuse from providers or billing services that attempt to maximize reimbursements by submitting inappropriate combinations of codes. Table 4 in the appendix shows the most significant categories of improperly coded claims as identified in a GAO study, along with examples of miscoding.

There are numerous examples of the complexity of the CPT system and one has been included for reference. (See Figure 3).   The Texas Medical Association (TMA) recognizes this difficulty, as demonstrated by this quote from their website:  “Physicians and their staffs are constantly under the stress of dealing with confusing documentation and coding guidelines for evaluation and management (E&M) services.  Though it has been several years since the guidelines were put in place” (by the AMA) “medical practices are still on the verge of tantrums as they struggle with under coding and poor documentation, which can result in down coding and audits.”

Despite the difficulties inherent in such a complex process, the industry has adopted CPT codes as the standard and all systems are geared toward handling the codes and the necessary edits to ensure appropriate billing and payment.

The Use of NCCI as a Single Code Edit

TAHP understands that there has been discussion about using the National Correct Coding Initiative (NCCI) as a proxy for a single set of edits.  

The NCCI project represents the CMS’s approach to standardized claim edits.  It has been in existence for less than five years and faces many years of development   The NCCI edits focus only on claims for Medicare recipients which would eliminate edits for pediatric care, fetal/maternal medicine and others.  Even within the Medicare population an OIG audit conducted within the last ten years states that the 200,000+ HCFA designed edits “are not sufficient to identify the majority of procedure code manipulations”
.  The GAO has also concluded that the CMS has not kept pace with private industries use of advanced information technology to detect code manipulations.   

Physicians and other providers have raised concerns that Medicare’s efforts to provide information on billing rules fall far short of the need for clear explanations of the program’s increasingly complex coverage policies and billing requirements.  In a recent presentation, one physician’s billing representative stated “Bundling of medical services has been a major issue with physicians since Medicare adopted the National Correct Coding Initiative, administered by AdminaStar.”  Many physicians have “observed that a physician from their specialty could not have been involved with this process, and if so, they would know which procedures are bundled.”
  

It does not appear that at this time the NCCI edits are addressing the problem of billing complexity to the satisfaction of physicians and other providers, nor are the edits maximizing the savings for the Medicare program. 

The commercial industry, in ongoing efforts to simplify administration for physicians and other providers already incorporates many NCCI edits into their software, creating a de facto standardization of edits where applicable.  It is important to note that some NCCI edits are in direct conflict with the AMA’s CPT coding guidelines or are not reflective of current clinical practice or specialty guidelines (see Figure 4). 

CURRENT PROCESS 

The complexity of the code system has led to the need for oversight to ensure that the coded claim represents the services that were provided to the patient and that the codes follow accepted billing practice.   The US General Accounting Office (GAO) and the US Office of Inspector General (OIG) have identified through research that code manipulation is a contributing factor to rising healthcare costs and endorse the use of code editing software as the most efficient means of detecting and correcting miscoded claims.
  In a 2001 audit, the OIG found that $12.1 billion, or about 6.3 percent of fee-for-service payments, was improperly paid to Medicare providers.  In the year 2002, the OIG estimated that improper payments had risen to 14.3% of the total.   The OIG has also recommended to all States that automated solutions to code edits be implemented for the Medicaid population in order to maximize savings for the state and for the Medicaid recipients.  In addition a study published in the American Criminal Law Review in  March, 2000 estimates that  nearly $100 billion is lost per year due to health care fraud, including unbundling and up coding.
     
Commercial Solutions Ease Administration and Cost

In order to combat billing irregularities most carriers have implemented automated software which checks all claims to detect missing information, services that do not correspond to a patient’s diagnosis, or other coding errors.  Nationally, over 70% of healthcare payer organizations both private and public use a commercial code auditing system.  The automated software eliminates manual processes, creating consistency of payment to providers.  
The automated systems are based on the logic/code edits that are published by the same companies (AMA, CMS, etc.) who are responsible for publishing the codes themselves.  The primary reliance on existing edit logic and published practice standards creates a de facto standardization in the industry.  The software may be customized by a payer based on their reimbursement policies or other specific requirements, including eligibility or local coverage policies (ex: allowing only one office visit for an eye examination per beneficiary per year unless medical necessity is documented).  
The benefits of using commercial systems include providing a clinically sound method for reviewing claims to detect code manipulation. Because these commercial systems were developed with the support of physicians, coding determinations are closely tied to CPT code descriptions and ongoing input from practicing physicians prevents the systems from denying claims for strictly administrative reasons that do not make sense in patient treatment. Also, standardized explanations helped providers understand why code determinations were made, reducing the number of appeals. 

Disclosure Requirements
SB418, passed by the Texas Legislature in 2003, codifies new rules issued by the Texas Department of Insurance (TDI) that address fee disclosure requirements. Per 28 TAC §§3.3703 & 11.901, carriers must disclose to providers their reimbursement methodology at the time of contracting and prior to any changes. The disclosure requirements also apply to any carrier-specific bundling or coding edits that would impact reimbursement. ”
  Due to these new disclosure requirements, providers should be informed about how a particular carrier will pay for health care services. On-line assistance with coding is also available from most of the large software vendors and from AMA as well. 
A Measured Impact on Providers
Despite the necessary rigor of the automated system, the industry estimates that on average, 95-97% of all claims are passed through with no “flags” attached.  That is, the automated system detects no irregularities at all and the claim is paid.   This is in keeping with a recent review which showed that “most physicians billing Medicare are largely unaffected by carriers’ medical reviews.  In fiscal year 2001, at least 90 percent of physician practices had no claims subjected to a medical review.”
 
In the TMA’s own hassle factor log, the results for the last five years preceding 2002 are consistent with the relatively minor impact of coding on the majority of physicians. These statistics were taken from a TMA report, year end 2002 (YE 2003 not available at this time):

 During this five-year period (1998-2002), TMA members submitted 21,389 Hassle Factor Logs with 43,972 complaints, an average of 2.06 complaints per hassle form indicated below:

Type of Hassle Percent of Total, 1998-2002

• Delay in payment .............................................23 percent

• Claim denials ...................................................15 percent

• Numerous phone calls ……………..................11 percent

• Down coding/recoding .................…………… 8 percent
• Pattern of late payment ……………..................6 percent

• Lost claims ………………………….................6 percent

The TMA report does not indicate the final resolution of these claims coding complaints.  There is anecdotal evidence to suggest that once the re-coding is explained the physician, the appeal is not pursued.  Independent research has shown that “the use of edits combined with medical review has been found to be highly accurate for detecting both overpayments and underpayments.”
  (See Table 2.)
For those bills that are flagged by the system and require additional review or re-coding of the claim, available evidence suggests that the most frequent edit checks are very similar across carriers.  The most frequent categories include procedures that are incidental to other billed procedures or procedures that have been unbundled when they should be bundled.    Table 3 details the savings one vendor has realized, categorizing them by source of edit code.  The table clearly shows that the most frequent edits are those that are well published and based on AMA, CMS or other industry- wide code logic.
COSTS OF IMPLEMENTATION OF A SINGLE CODE/EDIT SET
There is no available single set of edit logic, other than NCCI.   Unfortunately, NCCI is not designed to handle the myriad of code combinations in the commercial and Medicaid population.   Development of a standard edit logic set for Texas would involve the creation of a state agency or commission.   Added to the cost of the commission would be the cost of converting all the current computerized billing systems to handle the new edit logic set.  TAHP has attempted to estimate the most significant costs associated with standardization of codes/edits and logic.
The Cost of a Commission

Any attempt to further standardize edit logic would necessitate agreement among hundreds, of independent payers, tens of thousands of independently practicing physicians and other health care providers as well as governmental agencies as to what standard would be used.  TAHP is unaware of any independent organizational body that could represent even significant subsets of the vested parties.  The state would likely have to create a special independent commission or agency to research, develop, approve and implement code edits.  Such a commission would, at a minimum, have to include physicians from the major specialties, insurance company representatives, IT consultants, hospital and other provider representatives and legal representation.  The cost to appoint these members, particularly the physician representatives is significant.  Added to the salary costs would be the cost of survey fees, consultant fees and miscellaneous commission expenses, including administrative support.  TAHP has attempted to summarize the most obvious expenses for a commission in Table 5.   These costs are stated conservatively, and actual costs could easily exceed $2 million per year.
The Cost of Conversion
Once standardized edits have been established, all parties would have to convert their computer systems to accommodate these new codes/edits.  Commercial carriers, Medicaid, physician groups and other providers would all be impacted.  It is not unusual for a large carrier to have to spend in excess of $1M on a moderate computer conversion.   In one study, conducted by the US GAO, the estimated cost to implement and operate commercial editing systems for 1 year ranged between $10 and $20 million for 32 carriers
.   
In testimony pertaining to a new pharmaceutical coding system, one health care provider stated that while costs could vary depending on the size of the facility, hospitals estimate the minimum cost at $200,000 per facility to switch even this very narrow set of codes.  The industry also estimates that typical physician practices may spend $800 to as much as $100,000 for practice management systems.
  
TAHP feels that these estimates serve as a good proxy for what could be expected should the State of Texas attempt to establish a single code/edit set.  That is, for the over 50 commercial payers as well as the providers and their billing entities, the cost of conversion alone could reach $100 million.   In addition, Texas Health and Human Services has estimated a cost of $22.1 million, ($8.2M from general revenues), to support NCCI or any other single code set for Medicaid and CHIP.
   TAHP did not attempt to measure concomitant costs of conversion, such as coding material (textbooks, handbooks, workbooks, software, and claims form revisions) or the training of staff for both providers and payers, but estimates that these costs would add significantly to the cost of the project.
Standardization Adds to Claim Costs

Currently it is estimated by several sources that between 3 and 5 percent of claims costs are saved by utilizing automated code auditing systems.  Any attempt to standardize the claim edits raises the specter that the edits will be altered and subsequent savings will be significantly reduced.  Claim costs are an important factor in setting premium rates.   A 3-5% increase in claims costs could result in a premium increase of up to 5%.    In addition, studies show that for every 1% rise in premium, up to 400,000 Americans will become uninsured due to their inability to afford the cost.
   
Increasing claim costs not only impacts premium, but also has a direct impact on the out of pocket costs for beneficiaries.   Currently it is estimated that beneficiaries (insureds and Medicaid participants) are responsible for between 10% and 40% of the $68 billion being spent on health care services in the state of Texas
 in the form of deductibles and coinsurance.  Any attempts to standardize the code edit logic will likely lead to a less robust system and a direct cost increase for the beneficiary.   

CONCLUSION
TAHP opposes any attempt to standardize the code set or its accompanying edits and logic.
· There currently exists no single standardized code/edit set which would cover the myriad of services being offered to Texas consumers and Medicaid beneficiaries.  The conclusion is supported by the CMS and studies commissioned for HIPAA implementation.
· Many of the edits currently in place are based on well published code support logic, created by the CMS and the AMA, as well as other provider based organizations.  This fact, coupled with the standardization that HIPAA created, has resulted in a de facto standardization of a vast number of the most common edits.  

· The industry estimates that claim review and the resulting decision to deny reduce or pay claims in full impacts less than 10% of physicians annually.

· The cost of commissioning a set of codes and edit logic could easily exceed $100 million for the industry as a whole ($22 million for the state) and take in excess of a decade to fully implement.  TAHP feels it is unlikely that administrative savings will exceed the $100 million cost associated with this effort.

· Any attempt to develop a new system will likely result in a less robust system, leading directly to an increase in claims costs.  It is estimated that 3-5% of annual benefit dollars are saved by utilizing the current automated code editing systems.  
· The cost to develop and maintain a standardized code edit set plus the accompanying increase in claim cost will be passed on to consumers.  With 26% of Texans uninsured due to affordability issues Texas cannot afford the increase in healthcare spending that this change would create.
APPENDIX OF FIGURES AND TABLES
Figure 1
CPT and Its Maintenance 1
CPT, the code set used to report physician services and other medical services including outpatient hospital procedures, is privately maintained. AMA (American Medical Association), which copyrights CPT, maintains the code set through its CPT Editorial Panel, which is made up predominantly of AMA-appointed Physicians.  The panel also includes such members as physicians nominated by CMS, the Blue Cross Blue Shield Association, AHA, and the Health Insurance Association of America.  The panel makes final decisions on requests for new procedure codes. Anyone can request a coding change to CPT.  It takes approximately 18 months to consider new coding requests, designate new codes to represent the new procedures, and implement the new codes.  Approved changes are added to the CPT by AMA and become effective every January 1.

AMA reported in 2002 that CPT’s administrative costs—including those costs associated with collecting licensing fees, publishing CPT literature, holding panel meetings, and paying salaries—are about $10.1 million a year. AMA estimates that its revenue from licensing fees paid by software companies (between $3 million and $4 million) and CPT publications totals about $18 million, or about 7 percent of its annual budget. According to AMA estimates, most of the revenue is generated by the sale of the CPT codebook; other related revenue sources include textbooks, manuals, newsletters, and a CPT advice hotline, which is a subscription-based service staffed by five coding professionals. 
Figure 2
ICD-9-CM Vol. 3 and Its Maintenance 
ICD-9-CM Vol. 3, the standard code set named for use in reporting inpatient hospital procedures, is maintained in the public domain by CMS.  CMS revises ICD-9-CM Vol. 3 through the ICD-9-CM Coordination and Maintenance Committee meetings. Members of the health care industry attend these biannual public meetings at their discretion and typically include representatives from the AHA, AHIMA, and AMA, among others. Discussions at these meetings include proposed coding changes, such as the addition of codes to reflect new and distinct medical procedures—including those resulting from technological advancements—that may not be accurately represented by existing codes. CMS makes final decisions on whether a new medical procedure warrants a new code based on evidence and recommendations presented by stakeholders at the committee meetings.   According to CMS representatives, it takes 6 to 18 months to consider new procedural coding requests, designate new codes to represent the new procedures, and implement the new codes. CMS implements newly approved inpatient service codes every October 1. 

In addition to contributing to CMS’s maintenance of ICD-9-CM Vol. 3, other organizations such as 3M Health Information Systems, AHA, AHIMA, and AMA publish and market coding textbooks, handbooks, workbooks, and software that are used by members of the health care industry.  For example, AHA maintains a free information clearinghouse for members of the health care industry with questions about coding. It also coordinates with CMS, NCHS, and AHIMA to write the official guidelines on the use of

ICD-9-CM Vol. 3.  According to AHA estimates, the administrative costs for AHA to provide clearinghouse and guidance activities are about $1 million per year. AHA also publishes textbooks, handbooks, and workbooks that are used in coding curriculums and the Coding Clinic forICD-9-CM, a quarterly, subscription-based publication that serves as the primary manual of ICD-9-CM Vol. 3 guidelines. 

AHA projected that, for 2001, these publications will incur about $1.7 million in costs and generate

almost $2 million in revenue.2
Table 1
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(Table 1) HIPPA APPROVED MEDICAL CODE SETS


Figure 3- 
An example of the complexity of determining correct payment in anesthesia as detailed in CHAPTER II ANESTHESIA SERVICES CPT CODES 00000-09999 FOR NATIONAL CORRECT CODING POLICY MANUAL FOR PART B MEDICARE CARRIERS
A patient who undergoes a cataract extraction may require monitored anesthesia care (see below). This may require administration of a sedative in conjunction with a peri/retrobulbar injection for regional block anesthesia. Subsequently, an interval of 30 minutes or more may transpire during which time the patient does not require monitoring by an anesthesiologist/certified registered nurse anesthetist. After this period, monitoring will commence again for the cataract extraction and ultimately the patient will be released to the surgeon’s care or to recovery. The time that may be reported would include the time for the monitoring during the block and during the procedure. The interval time and the recovery time are not to be included in the time unit calculation. Also, if unusual services, not bundled into the anesthesia service, are required, the time spent delivering these services before anesthesia time begins or after it ends may not be included as reportable anesthesia time. However, if it is medically necessary for the anesthesiologist/CRNA to be in direct one to one observation, monitoring the patient during the interval time, and not billing any other service, the time can be included.   

It is standard medical practice for an anesthesiologist/CRNA to provide a patient examination and evaluation prior to surgery. This is considered part of the anesthesia service. The time spent in performing the evaluation is included in the base unit of the code and therefore, is not included as anesthesia time. If surgery is canceled, either because of other circumstances or because of findings on the preoperative evaluation by the anesthesiologist and cancellation occurs subsequent to the preoperative evaluation, payment may be allowed to the anesthesiologist for an evaluation and management service and the appropriate E & M code (usually a consultation code) may be reported. 

Similarly, routine postoperative evaluation is included in the basic unit for the anesthesia service. Additional time units would be inappropriate and evaluation and management codes are not to be used in addition to the anesthesia code. Postoperative evaluation and management services related to the surgery are not separately payable to the anesthesiologist except in the circumstance where the anesthesiologist is providing significant, separately identifiable services such as ongoing critical care services, postoperative pain management services, or extensive unrelated ventilator management. 
Management of epidural or subarachnoid drug administration (CPT code 01996) is separately payable on dates of service subsequent to surgery but not on the date of surgery. If the only service provided is management of epidural/subarachnoid drug administration, then an evaluation and management service is not appropriate in addition to CPT code 01996. Payment for management of epidural/subarachnoid drug administration is limited to one unit of service per postoperative day irrespective of the number of visits necessary to manage the catheter per postoperative day (CPT definition). 
While an anesthesiologist or CRNA may be able to bill for this service, only one payment will be made per day. Postoperative pain management services are generally provided by the surgeon who is reimbursed under a global payment policy related to the procedure and shall not be reported by the anesthesiologist unless separate, medically necessary services are required that cannot be rendered by the surgeon. The surgeon is responsible to document in the medical record the reason care is being referred to the anesthesiologist.  
Figure 4 

Example: NCCI Edits in Conflict with CPT coding rules/logic

· NCCI denies the use of code 69990 (operating microscope) with all CPT codes.  In this instance, most code editing software is compliant with CPT guidelines and allows payment of this service when appropriate.   The guideline as found on page 254 of the 2002 CPT manual indicates denying 69990 only when submitted with specific CPT codes.    This example would result in provider reimbursement being decreased through the use of NCCI editing criteria.
Example: NCCI Edits Not Reflective of Clinical Practice.

· CPT code 60522, thymectomy, partial or total, is denied by NCCI as a component of CPT code 69000, drainage external ear, abscess, or hematoma.  It is not clinically logical to deny the removal of the thymus gland with the drainage of the ear.

· CPT code 20838, reimplantation, foot, complete amputation, is denied when reported with CPT code 11010, debridement including removal of foreign material associated with open facture(s) and/or dislocations.  This is an example of two procedures that should not be performed on the same day for the same patient.  In this situation, the commercial editing tool recommends payment for the more clinical intense procedure giving the provider the benefit of doubt that they performed the more complicated and expensive procedure.  NCCI denies the more complex procedure, which results in lower reimbursement to the provider.

Table 2
(Table 2) Accuracy of Carrier Medical Review Decisions on Physician Claims
Source: GAO analysis of independent review results.  GAO-02-693 Physician Claims Review

	
	Inaccurate decision rate
	

	Carrier decision


	Accurate

decision rate

(percent)


	Overpayment

(percent)


	Underpayment

(percent)

	All decisions on sampled

claims   (n=293)
	95.6
	2.7
	1.7



	Deny in full (n=64)
	98.4
	0.0
	1.6



	Deny in part (n=59)
	91.5
	1.7
	6.8



	Pay in full (n=170)
	95.9
	4.1
	0.0






Table 4
Table 4 Most Common Categories of Billing Irregularities
Source: GAO/AIMD-95-135 Medicare Claims: Technology Could Save Billions
	Category 


	Description

	Unbundling
	Billing for two or more codes to describe a procedure when a single, more comprehensive, code exists that accurately describes the procedure
EX: 84443- A thyroid stimulating hormone (blood) test is billed.

On the same bill, a 80050-General health panel (blood) test is billed which includes thyroid stimulating hormone test

The system would reject 84443 and re bundle the charges into 80050 and pay only the latter per AMA-CPT Guidelines


	Global service period

violations


	Billing for a major procedure—such as surgery—and

related procedures, when the fee for the major procedure already includes the fee for related procedures provided during a predefined time period (the global service period)

EX: Most surgery payments include the pre and post operative visits to the surgeon’s office.  If the surgeon attempted to bill the related office visits, the charge would be denied as part of the global surgery fee.



	Duplicate procedures 


	Billing for the same procedure twice although it was only provided once


	Unnecessary assistant

surgeon


	Billing for an assistant surgeon when an assistant was not warranted.  These guidelines are set by the American College of Surgeons.



Table 5
Table 5: Estimated Annual Commission Expenses
	Expense
	Cost*

	Physician, Specialty 1
	$75,000

	Physician, Specialty 2
	$75,000

	Physician, Specialty3
	$75,000

	Insurance Representative 1
	$40,000

	Insurance Representative 2
	$40,000

	Insurance Representative 3
	$40,000

	Insurance Representative 4
	$40,000

	Insurance Representative 5
	$40,000

	Legal Representation (Industry)
	$100,000

	Legal Representation (TDI)
	$45,000

	TDI Representative 1
	$60,000

	TDI Representative 2
	$30,000

	Consultant 1
	$100,000

	Consultant 2
	$100,000

	Software Development
	$500,000-$1M**

	Miscellaneous Administrative Fees
	$100,000

	TOTAL ANNUAL EXPENSES
	1,460,000-1,960,000


* Costs for:  Physicians assumes part time consulting and commission addressing 3 specialties per year.

      Insurance Reps assumes salary costs to the industry, plus misc. travel and admin.  costs.

      Legal Representation full time for industry, part time for TDI.


                        TDI Representation, 1 fulltime analyst and 1 full time support person.
                        ** Software development includes commercial software only.  Cost for system conversions across the industry (both                                               
      insurance and providers)   not included.
















































� GAO-02-796, August 2002, HIPAA STANDARDS, Dual Code Sets Are Acceptable for Reporting Medical


Procedures. 





� GAO-02-796, August 2002


� 45 CFR Parts 160 and 162 Health Insurance Reform: Standards for Electronic Transactions; Announcement of


Designated Standard Maintenance Organizations; Final Rule and Notice





� � HYPERLINK "http://www.ama-assn.org" ��http://www.ama-assn.org�, CPT-5 Process Workplan


� www.TexMed.org


� OIG, CIN: A-03-94-00203, July 1994, Manipulation of Procedure Codes


� Document presented to the Technical Advisory Committee on Claims Processing by Physician’s Administrative Services, 11/12/03


� GAO/HR 95-8, High Risk Series:Medicare Claims


� A. Schofeild & L. Weaver, “Health Care Fraud”, American Criminal Law Review, March 22, 2000


� Texas Commissioner’s Bulletin No. B-0017-04 March 30, 2004


� GAO-02-693, May 2002, Recent CMS Reforms Address Carrier Scrutiny of Physicians’ Claims for Payment	


� GAO-02-693, May2002


� GAO/AIMD-95-135, Medicare Claims, Commercial Technology Could Save Billions


� CMS-0003-F and CMS-0005-F,  Health Insurance Reform: Modifications to Electronic Data Transaction Standards and Code Sets


� TX HHSC Revised Fiscal Impact Memorandum for SB 418, 3/20/03


� GAO/HEHS-98-203R, July 1998-Impact of Premium Increases on the Number of Covered Individuals


�  CMS, September 2002 State Health Expenditure


1 excerpts from GAO-02-796 Code Sets for Medical Procedures





2 Although other organizations in addition to AHA publish and market materials related to ICD-9-CM Vol. 3, we did not obtain information on the costs and revenues associated with their publications.

















Table 3





Table3: Payer Savings by Source of Edit


Source: intelliClaim Briefing for TDI, TACC, 11/12/03
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		(Table 1) HIPPA APPROVED MEDICAL CODE SETS

		Abbreviation		Definition		Codes used for:

		HCPCS		Healthcare Common Precedural Coding System		Physician servces/other health services

		CPT-4		Current Procedural Terminology		Medical Supplies, orthoditcs and medical equipment, some professional services

		ICD-9-CM, Vols 1&2		International Classification of Diseases, 9th Edition, Clinical Modification		Diagnosis codes

		ICD-9-CM, Vol 3		International Classification of Diseases, 9th Edition, Clinical Modification-Procedures		Inpatient hospital procedures

		NDC		National Drug Codes		Drugs for  retail pharmacies

		CDT		Current Dental Terminology		Dental services
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		IntelliClaim Statistics for CT House Bill 6444

		Stratification of Editing Cases by Billed Amount

		Billed Amount		%of Cases		Savings/Case

		<=$50		59.9%		$7

		$50-$100		16.9%		$34

		$100-$150		8.2%		$70

		$150-$200		5.0%		$106

		$200-$250		1.4%		$113

		$250-$300		1.1%		$162

		$300-$350		0.4%		$125

		$350-$400		0.7%		$198

		$400-$450		0.6%		$189

		$450-$500		0.4%		$154

		>$500		5.3%		$448

		Total		100%		$52

		Stratification of Editing Cases by Consistency With Industry Standards (West Coast Plan With Mostly  Medicaid Membership)

		Consistent With		Cases				Savings

				Cases Per Month Per Thousand Members		Contribution to Cases		Savings Per Month Per Thousand Members		Contribution to Savings

		AMA		7.7		14.0%		$276		6.8%

		AMA and CMS		1.9		3.4%		$79		1.9%

		CMS		18.2		33.1%		$1,900		46.5%

		Specialty Socities		0.1		0.1%		$4		0.1%

		Custom Payor Policies		6.4		11.6%		$289		7.1%

		TBD		20.7		37.7%		$1,534		37.6%

		Total		54.9		100%		$4,082		100%

		Stratification of Editing Cases by Consistency With Industry Standards (East Coast Plan With Mostly Commercial Membership)

		Consistent With		Cases				Savings

				Cases Per Month Per Thousand Members		Contribution to Cases		Savings Per Month Per Thousand Members		Contribution to Savings

		AMA		26.8		23.6%		$2,806		36.5%

		AMA and CMS		4.6		4.1%		$201		2.6%

		CMS		42.1		37.1%		$2,959		38.5%

		Specialty Societies		0.3		0.3%		$38		0.5%

		Custom Payor Policies		14.6		12.9%		$22		0.3%

		Dupes, State, Other		25.0		22.0%		$1,656		21.6%

		Total		114		100%		$7,684		100%
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