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Requirements 
Why OIG Did This Audit  

• A prior OIG nationwide review of inpatient rehabilitation facilities (IRFs) found that many IRF stays did 
not meet Medicare coverage and documentation requirements.  The audit found that Medicare paid 
IRFs $5.7 billion (84 percent of the dollars covered by our audit) for care provided to enrollees that was 
not reasonable and necessary.  

• After considering IRF stakeholders’ concerns about the prior audit and, given the high dollar value of 
IRF claims and the previously identified error rate, OIG developed a one-time, collaborative approach 
with CMS and IRF stakeholders to determine the root causes of the varying interpretations of IRF 
regulations by OIG, IRF stakeholders, and CMS.   

What OIG Found 
• We determined that unclear Medicare requirements led to differing interpretations between OIG, IRF 

stakeholders, and CMS related to documentation, coverage, and billing requirements.  Because these 
requirements are unclear, OIG, IRF stakeholders, and CMS had differing opinions on the allowability of 
the sampled claims, which raises concerns about increased risk of financial loss to the program, 
compromised program integrity, and operational inefficiency in the Medicare program. 

• Our independent medical reviewer determined that 42 of 200 sampled IRF claims complied with 
Medicare requirements.  However, the remaining 158 claims lacked documentation supporting that IRF 
care was in accordance with requirements. 

• IRF stakeholders reviewed these 158 claims and reported an error rate in “the high teens to low 
twenties.”  They shared their rationale for 19 claims they determined to be in compliance with 
Medicare requirements.  CMS reviewed those 19 claims and found that 14 met Medicare requirements 
and 5 did not. 

What OIG Recommends 
We made four recommendations to CMS, including that it revise or clarify IRF documentation, coverage, 
and billing requirements, and offer training and learning sessions to IRFs to assist in compliance with 
regulations.  The full recommendations are in the report. 

CMS did not concur with three of our recommendations and concurred with our remaining recommendation.   

https://oig.hhs.gov/
https://www.cms.gov/
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INTRODUCTION 
 
WHY WE DID THIS AUDIT 
  
A prior Office of Inspector General (OIG) audit of inpatient rehabilitation facilities (IRFs) found 
that many IRF stays (the total number of days an enrollee is in an IRF) did not meet Medicare 
coverage and documentation requirements.1  In that audit, OIG found that Medicare paid IRFs 
$5.7 billion (84 percent of the dollars covered by our audit) for care provided to enrollees that 
was not reasonable and necessary.  The Centers for Medicare & Medicaid Services (CMS) 
concurred with our recommendations and described actions it would take to address them.2 
 
In response to our prior audit, the American Medical Rehabilitation Providers Association, the 
American Academy of Physical Medicine and Rehabilitation, and the Federation of American 
Hospitals, hereafter referred to as the “IRF stakeholders,” sent a letter to OIG questioning our 
methodology, strict interpretations of regulatory requirements, and what the IRF stakeholders 
perceived as second guessing the physicians involved in the care of IRF enrollees.   
 
After considering the IRF stakeholders’ concerns about our prior audit and, given the high dollar 
value of IRF claims and the previously identified error rate, we developed a one-time, 
collaborative approach—with CMS and IRF stakeholders—for this audit to determine the root 
causes of the varying interpretations of IRF regulations by OIG, IRF stakeholders, and CMS.  In 
this audit, we make recommendations that would improve efficiency and accuracy of IRF claims 
and payments and strengthen program integrity.3 
 
OBJECTIVE 
 
Our objective was to identify areas in which CMS could clarify Medicare IRF claims payment 
requirements. 
 
BACKGROUND  
 
The Medicare Program and Inpatient Rehabilitation Facilities 
 
The Medicare program provides health insurance coverage to people aged 65 and older, people 
with disabilities, and people with end-stage renal disease.  CMS administers the Medicare 

 
1 OIG, Many Inpatient Rehabilitation Facility Stays Did Not Meet Medicare Coverage and Documentation 
Requirements (A-01-15-00500), Sept. 27, 2018. 
 
2 We made a series of recommendations to CMS, including that it educate IRF personnel on Medicare coverage and 
documentation requirements, work with providers to develop best practices to improve internal controls, and 
increase its oversight activities for IRFs. 
 
3 We did not design this audit to report an IRF claims error rate or to recommend recovery of improperly paid 
claims. 

https://oig.hhs.gov/reports/all/2018/many-inpatient-rehabilitation-facility-stays-did-not-meet-medicare-coverage-and-documentation-requirements/
https://oig.hhs.gov/reports/all/2018/many-inpatient-rehabilitation-facility-stays-did-not-meet-medicare-coverage-and-documentation-requirements/
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program.  Medicare Part A provides inpatient hospital insurance benefits and coverage of 
extended care services for enrollees after hospital discharge.  CMS uses Medicare contractors 
to, among other things, process and pay claims submitted by hospitals, including IRFs.  IRFs 
provide intensive inpatient rehabilitation therapy in acute-care units of inpatient hospitals or 
freestanding rehabilitation hospitals for enrollees whose complex medical, nursing, and therapy 
needs require—and who are expected to benefit from—an inpatient stay and an 
interdisciplinary team (IDT) approach to care.4 
 
Inpatient Rehabilitation Facilities Prospective Payment System   
  
CMS implemented the IRF prospective payment system (PPS) under section 1886(j) of the 
Social Security Act (the Act).  Under the PPS, Medicare enrollees are assigned to case-mix 
groups based on the primary reason for intensive rehabilitation care (e.g., a stroke or hip 
fracture), age, and level of motor and cognitive function.  Within each of these case-mix 
groups, enrollees are further categorized into one of four tiers based on the presence of 
specific comorbidities that have been found to increase the cost of care.5 
  
Under the PPS, IRFs are reimbursed at a rate generally 2.5 times greater than the acute 
inpatient PPS rate because of the complexity of the care involved.6  In exchange, Medicare 
requires IRFs to provide intensive rehabilitation to enrollees with more severe conditions.7 
 
Inpatient Rehabilitation Facilities Coverage and Documentation Requirements   
 
No Medicare payment may be made for items or services that are not reasonable and necessary 
for diagnosing or treating illness or injury or for improving the functioning of a malformed body 
member.8  Current coverage requirements specify that, to be considered reasonable and 
necessary under section 1862(a)(1) of the Act, there must have been a reasonable expectation 
at the time of the enrollee’s admission to the IRF that the enrollee:9 
 

 
4 CMS, Medicare Benefit Policy Manual (the Manual), Pub. No. 100-02, chapter 1, § 110. 
 
5 42 CFR § 412.620; 86 Fed. Reg. 42362, 42369-42372, 42380-24381 (Aug. 4, 2021).  Medicare Payment Advisory 
Commission (MedPAC), Inpatient Rehabilitation Facilities Payment System, Revised October 2020.  Accessed on 
Sept. 30, 2025. 
 
6 We noted that the MedPAC (an independent, nonpartisan legislative branch agency) has recommended a 
payment rate reduction of 7 percent for fiscal year 2026. 
 
7 Barbara Gage et al., Analysis of the Classification Criteria for Inpatient Rehabilitation Facilities (IRFs), Report to 
Congress, September 2009, p. 13.  Accessed on Sept. 30, 2025. 
 
8 The Act, § 1862(a)(1)(A). 
 
9 42 CFR § 412.622(a)(3). 

https://www.medpac.gov/wp-content/uploads/import_data/scrape_files/docs/default-source/payment-basics/medpac_payment_basics_20_irf_final_sec.pdf
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/InpatientRehabFacPPS/downloads/RTC_Analysis_Classification_Criteria_IRF.pdf
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• Required the active and ongoing therapeutic intervention of multiple therapy disciplines 
(physical therapy [PT], occupational therapy [OT], speech-language pathology [ST], or 
prosthetics/orthotics therapy), one of which must be PT or OT 
 

• Generally required and could have been reasonably expected to actively participate in, 
and benefit from, an intensive rehabilitation therapy program10  
  

• Was sufficiently stable at the time of admission to the IRF to be able to actively 
participate in the intensive rehabilitation therapy program 
 

• Required physician supervision by a rehabilitation physician11, 12 
 
To be considered reasonable and necessary under section 1862(a)(1) of the Act, the enrollee 
must require an IDT approach to care, as evidenced by documentation in the enrollee’s medical 
record of weekly IDT meetings that meet all requirements.13  Current documentation 
requirements specify that the enrollee’s medical record at the IRF must include the following 
documentation with all required elements: (1) a comprehensive preadmission screening 
completed within 48 hours preceding the admission and (2) an individualized overall plan of 
care (POC) developed within 4 days of admission.14, 15 

 

 
10 Under current industry standards, an intensive rehabilitation therapy program generally consists of at least 3 
hours of therapy (PT, OT, ST, or prosthetics/orthotics therapy) per day at least 5 days per week.  In certain well-
documented cases, therapy might instead consist of at least 15 hours of intensive rehabilitation therapy per week.  
Benefit from this intensive rehabilitation therapy program is demonstrated by measurable improvement that will 
be of practical value to the enrollee in improving their functional capacity or adaptation to impairments (42 CFR § 
412.622(a)(3)(ii)). 
 
11 Specifically, a rehabilitation physician must conduct face-to-face visits with the enrollee at least 3 days per week 
throughout the enrollee’s IRF stay.  These meetings are meant to assess the enrollee both medically and 
functionally and to modify the course of treatment as needed to maximize the enrollee’s capacity to benefit from 
the rehabilitation process.  During the COVID-19 public health emergency (PHE), such visits were permitted using 
telehealth services (42 CFR § 412.622(a)(3)(iv)).  Our audit period (Oct. 1, 2021, through Sept. 30, 2022) was during 
the PHE.   
 
12 Coverage requirements detailed in the first, third, and fourth bullet points did not apply to enrollees in a 
freestanding IRF hospital solely to relieve acute-care hospital capacity in a State or region that was experiencing a 
surge during the COVID-19 PHE (42 CFR §§ 412.622(a)(3)(i, iii, and iv)).  The coverage requirement in the second 
bullet point did not apply during the COVID-19 PHE (42 CFR § 412.622(a)(3)(ii); 85 Fed. Reg. 27550, 27572 (May 8, 
2020)).  
 
13 42 CFR § 412.622(a)(5).  This requirement did not apply to enrollees in a freestanding IRF hospital solely to 
relieve acute-care hospital capacity in a State or region that was experiencing a surge during the COVID-19 PHE. 
 
14 42 CFR § 412.622(a)(5).  These requirements did not apply to enrollees in a freestanding IRF hospital solely to 
relieve acute-care hospital capacity in a State or region that was experiencing a surge during the COVID-19 PHE. 
 
15 CMS has not defined the term “individualized overall plan of care” in notice-and-comment rulemaking.  
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HOW WE CONDUCTED THIS AUDIT 
 
Our audit covered $7 billion in Medicare payments to 1,109 IRFs for 300,269 IRF claims in 
Federal fiscal year (FFY) 2022 (audit period).16  We selected for review a stratified random 
sample of 200 IRF claims with payments totaling $5,029,335 for stays at 177 IRFs.17   
 
We submitted all 200 IRF claims and corresponding medical records to an independent medical 
review contractor to determine whether sampled IRF claims met Medicare documentation, 
coverage, and billing and coding requirements using a medical review questionnaire, known as 
the Medical Review Instrument (MRI) (See Appendix B).  OIG developed the MRI and provided it 
to CMS and IRF stakeholders to ensure that all parties shared an understanding of the 
applicable requirements, acknowledged these questions would be used to test compliance with 
those criteria, and had an opportunity for feedback on the MRI.  Our independent medical 
review contractor hired an experienced, board-certified Physical Medicine and Rehabilitation 
physician to review these claims. 
 
We provided the IRF stakeholders with the independent medical review contractor’s 
determination letters and corresponding medical records for sampled IRF claims that the 
medical review contractor found to be in error (i.e., noncompliant with Medicare requirements) 
so that the IRF stakeholders could review our findings, perform their own review, and share 
their results.18   
 
From these sampled IRF claims, the IRF stakeholders selected 19 claims they said highlighted 
substantive issues with the results of our medical review.  We then provided the corresponding 
19 medical records and determination letters to CMS officials so they could review our findings, 
perform their own review, and share their results.  We subsequently discussed these 19 claims 
with IRF stakeholders, CMS, and the independent medical review contractor during a 2-day, in-
person meeting and through subsequent correspondence.  The examples in the findings below 
include some of the substantive issues related to the 19 IRF claims discussed during our 
meeting and followup correspondence. 
 
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 

 
16 Total Medicare claims paid was $7,046,305,401.  FFY 2022 is Oct. 1, 2021, through Sept. 30, 2022.  The data for 
this period were the most current data available when we started this audit. 
 
17 Our sample included 91 claims from 84 hospital-based IRFs and 109 claims from 93 freestanding IRFs.  The 
number of IRFs does not total 200 because some IRFs had multiple sample items. 
 
18 We redacted all personally identifiable information from the medical records before providing them to the IRF 
stakeholders.  Also, we secured nondisclosure agreements from IRF stakeholder participants to whom we sent, and 
who otherwise were given access to, the medical records to further ensure against the disclosure of personally 
identifiable information.  The IRF stakeholder participants also agreed to not disclose any of the communications 
among them, OIG, and CMS, to protect the integrity of the audit and the free exchange of ideas. 
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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.  
 
Appendix A contains the details of our audit scope and methodology, Appendix B contains our 
MRI, Appendix C contains our statistical sampling methodology, and Appendix D contains our 
sample results and estimates. 
 

FINDINGS 
 

We determined that unclear Medicare requirements led to differing interpretations between 
OIG, IRF stakeholders, and CMS related to documentation, coverage, and billing requirements.  
Because these requirements are unclear, OIG, IRF stakeholders, and CMS had differing opinions 
on the allowability of the sampled claims, which raises concerns about increased risk of 
financial loss to the program, compromised program integrity, and operational inefficiency in 
the Medicare program.   
 
Our independent medical review contractor determined that 42 of the 200 sampled IRF claims 
complied with Medicare IRF requirements; however, the remaining 158 claims lacked 
documentation supporting that IRF care was in accordance with requirements.  These 158 IRF 
claims included 375 deficiencies (see Figure 1) with overpayments totaling $3,416,616.19   

 
Figure 1: OIG Contractor-Determined Deficiencies 

  
Note: The total number of claims with deficiencies and number of deficiencies exceed 158 because for 79 
claims we identified multiple deficiencies related to multiple categories.  For overpayment estimation 
purposes, we only counted each IRF claim one time. 

 
IRF stakeholders reviewed all 158 IRF claims found to be deficient by our independent medical 
review contractor and reported an error rate in “the high teens to low twenties,” but they did 
not provide OIG with the full results of their reviews.  Instead, they shared their rationale for 19 
claims they determined to be in compliance with Medicare requirements.  CMS reviewed those 

 
19 The number of deficiencies (375) is greater than 158 because 112 IRF claims had multiple deficiencies.   
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19 claims and found that 14 met Medicare requirements and 5 did not.20  The differences in 
interpretations of CMS’s regulations we identified raise substantial concerns given the large 
payment amounts at risk.   
 
On the basis of our sample results, we estimated that Medicare paid IRFs approximately 
$5 billion for IRF claims that our independent medical review contractor determined did not 
meet Medicare documentation, coverage, and billing and coding requirements.  This amount 
represents 71 percent of the dollars in our sampling frame of IRF claims paid in FFY 2022 and 
indicates a significant risk to program integrity. 
 
UNCLEAR MEDICARE REQUIREMENTS LED TO DIFFERING INTERPRETATIONS OF 
DOCUMENTATION, COVERAGE, AND BILLING REQUIREMENTS 
 
As described above, our independent medical review contractor determined that 158 of 200 
sampled IRF claims did not meet Medicare documentation, coverage, and billing and coding 
requirements.  Based on the medical review contractor’s determination and corresponding 
medical records, the IRF stakeholders selected 19 of these IRF claims that they felt highlighted 
substantive issues.  The examples in the findings below illustrate how OIG, the IRF stakeholders, 
and CMS interpret the same regulations differently. 
 
DOCUMENTATION REQUIREMENTS  
 
Our independent medical review contractor determined that 107 sampled IRF claims did not 
comply with Medicare documentation requirements.21  Specifically, IRFs billed Medicare for 
services that did not meet POC requirements (86 claims), did not meet weekly IDT meeting 
requirements (65 claims), did not meet preadmission screening requirements (12 claims), or did 
not meet therapy discipline requirements (4 claims).22  As a result, we were unable to 
determine whether IRF care for these enrollees was reasonable and necessary.23  Figure 2 on 
the next page provides a breakdown of the documentation deficiency types, number of IRF 
deficiencies, and total number of deficiencies.   

 

 
20 Of the five claims that according to CMS did not meet Medicare requirements, two claims each contained a 
deficiency also identified by our independent medical review contractor, and three claims each contained a 
deficiency not found by our independent medical review contractor. 
 
21 There are 220 deficiencies associated with the 107 IRF claims because 77 IRF claims have more than 1 type of 
documentation deficiency. 
 
22 Each claim could have deficiencies in more than one of the error categories, which results in the total number of 
claims with deficiencies exceeding 107 IRF claims.  We only counted each IRF claim once for overpayment 
estimation purposes. 
 
23 This documentation is expressly required in order to show that each enrollee for whom the IRF seeks payment is 
reasonably expected to meet all the IRF coverage requirements that must be met for an IRF claim to be considered 
reasonable and necessary (42 CFR § 412.622(a)(4)).  
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Figure 2: OIG Contractor-Determined Documentation Deficiencies 

 
Note: Each claim could have deficiencies in more than one of the above categories, which results in the 
total number of IRF deficiencies exceeding 107 IRF claims.  We only counted each IRF claim once for 
overpayment estimation purposes. 

 
Plan of Care  
 
An enrollee’s medical record at the IRF must contain an individualized overall POC “developed 
by a rehabilitation physician with input from the [IDT] within 4 days of the enrollee’s admission 
to the IRF.”24  
 
Our independent medical review contractor determined that 86 sampled IRF claims contained 
117 deficiencies related to medical records that did not support POC documentation 
requirements.25  Specifically: 
 

• Seventy-one IRF claims had an associated POC that was not developed by a 
rehabilitation physician with input from the IDT (see Example 1 on the next page). 
 

• Thirty-five IRF claims had an associated POC that did not demonstrate individualization 
(see Example 2 on the next page). 
 

• Six IRF claims had an associated POC that was not developed within 4 days of the 
enrollee’s admission to the IRF. 

 
24 42 CFR §§ 412.622(a)(4)(ii)(A) and (B).   
 
25 The total number of deficiencies exceeds 86 because 21 IRF claims contained more than 1 POC deficiency. 
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• Five IRF claims did not have an associated POC in the associated medical record.26   
 

Example 1: Plan of Care Not Developed by a Rehabilitation Physician 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 
Although documentation indicated that the rehabilitation physician 
approved (signed) the POC, there was no documentation to 
support that the IDT was involved in its development. 

IRF Stakeholders Yes 

Documentation showed that the IDT contributed to the POC before 
the rehabilitation physician approved it.  Specifically, the IDT input 
on the POC was individualized with assessments, goals, planned 
interventions, and levels of PT and OT. 

CMS Yes 
To meet requirements, the medical record would include 
documentation of the overall POC and a dated signature from the 
rehabilitation physician, demonstrating approval of the overall POC. 

 
Example 2: Plan of Care Not Individualized 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

The medical prognosis contained generic/templated language and 
did not reflect or address the enrollee’s specific medical needs.  
Specific assessments; planned interventions; and current level of 
function for PT, OT, and ST were not included in the POC.   

IRF Stakeholders Yes 
The POC has multiple examples of individualization, including 
therapy duration and frequency, PT and OT outcome goals, 
estimated length of stay, and discharge location. 

CMS Yes 
The medical record met statutory and regulatory requirements by 
documenting the need for intensive therapy (e.g., OT and PT), the 
enrollee’s ability to participate, and physician oversight.   

 
Although CMS requires that an enrollee’s medical record at the IRF contain a POC developed by 
a rehabilitation physician and be individualized, CMS requirements do not explain what 
“developed by” or “individualized” means or what should be documented.  Because the 
requirements associated with these terms are unclear, OIG, IRF stakeholders, and CMS had 
different opinions on the allowability of the sampled claims.   

 
26 In our discussions with CMS and IRF stakeholders, we did not discuss the deficiencies associated with a POC not 
being developed within 4 days of the enrollee’s admission to the IRF or not being included in the enrollee’s medical 
records.  Therefore, we did not identify a difference of opinion on the allowability of these claims.  Nevertheless, 
we believe the deficiencies are relevant to our audit objective to identify areas in which CMS should clarify IRF 
requirements and are therefore included in this report.  We are reporting these deficiencies due to the increased 
risk that the enrollees’ specific needs were not adequately addressed.  In addition, there is an increased risk of 
financial loss to and inefficiency in the Medicare program. 
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Weekly Interdisciplinary Team Meetings 
 
According to CMS regulations, there must be documentation that weekly IDT meetings were 
“led” by a rehabilitation physician and included all required participants (i.e., a rehabilitation 
physician, a registered nurse, a social worker or case manager, and a licensed or certified 
therapist from each therapy discipline involved in treating the enrollee).  In addition, there 
must be documentation that the IDT met at least once per week throughout the enrollee’s IRF 
stay to review the enrollee’s progress toward stated rehabilitation goals and identify any 
problems that could impede progress toward those goals.  Furthermore, the results and 
findings of weekly IDT meetings—and the concurrence by the rehabilitation physician with the 
results and findings—should be retained in the enrollee’s medical record (42 CFR §§ 
412.622(a)(5)(i-iii)).  
 
Our independent medical review contractor determined that 65 sampled IRF claims contained 
85 IDT deficiencies related to medical records that did not support weekly IDT meeting 
documentation requirements.27  Specifically: 
 

• Sixty-one IRF claims did not have documentation to support that a rehabilitation 
physician led each IDT meeting throughout the enrollee’s IRF stay (see Example 3 on the 
next page). 
 

• Eleven IRF claims did not have documentation to support that the rehabilitation 
physician concurred with the results and findings of each IDT meeting.  

 
• Five IRF claims did not have documentation to support that all required participants 

attended each IDT meeting. 
 

• Four IRF claims did not have documentation to support that the IDT reviewed the 
enrollee’s progress toward goals or identified any problems that could impede progress 
at each IDT meeting (see Example 4 on page 11). 

 
• Three IRF claims did not have documentation to support that IDT meetings occurred at 

least once per week throughout the enrollee’s IRF stay. 
 

 
27 Thirteen IRF claims contained more than one IDT meeting deficiency. 
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• One IRF claim did not have documentation of the results and findings of each IDT 
meeting.28   

 
Example 3: Weekly Interdisciplinary Team Meeting Not Led by Rehabilitation Physician 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

Although documentation showed that the rehabilitation physician 
attended the IDT meeting and concurred with meeting findings, it 
did not support or establish that the rehabilitation physician led 
each IDT meeting.  Our independent medical review contractor 
stated that if the records only contained proof that the 
rehabilitation physician was present at the IDT meeting and 
concurred with the findings, there was no way of knowing if the 
rehabilitation physician led the meeting.   

IRF Stakeholders Yes 

The medical review contractor’s reliance on the word “led” 
overlooked clear indications in the medical record that the 
rehabilitation physician led the IDT meetings.  Physician 
participation should be presumed to satisfy the leadership 
requirement. 

CMS Yes 
Documentation showing that the physician attended and 
participated in the IDT meetings (either in person or remotely) 
would meet the criteria. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
28 In our discussions with CMS and IRF stakeholders, we did not discuss the deficiencies associated with: (1) the 
rehabilitation physician concurring with the results of each IDT meeting, (2) documenting all required participants 
attending each IDT meeting, (3) documenting that IDT meetings occurred at least once per week throughout the 
enrollee’s IRF stay, and (4) documenting that the results and findings of each IDT meeting were not discussed 
during our meeting.  Therefore, we did not identify a difference of opinion on the allowability of these claims.  
Nevertheless, we believe these deficiencies are relevant to our audit objective to identify areas in which CMS 
should clarify IRF requirements and are therefore included in this report.  We are reporting these deficiencies due 
to the increased risk that the enrollees’ specific needs were not adequately addressed.  In addition, there is an 
increased risk of financial loss to and inefficiency in the Medicare program. 
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Example 4: Interdisciplinary Team Did Not Review the Enrollee’s Progress Toward Goals 
During Meetings 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

Medical records did not support that the IDT reviewed the 
enrollee’s progress toward stated rehabilitation goals at the IDT 
meeting.  According to our independent medical review contractor, 
the records did not include confirmation that the enrollee’s 
progress toward stated rehabilitation goals were documented by 
the therapist and reviewed during the IDT meeting (e.g., not 
prepopulated on a template). 

IRF Stakeholders Yes 

Medical records contained OT, PT, and ST goals.  In addition to IDT 
meetings, other records tracked week-to-week progress toward 
goals.  The IRF stakeholders expressed concerns that OIG is holding 
providers to standards that are not in regulations.   

CMS Yes 

Medical records included the necessary information to meet 
statutory and regulatory requirements (e.g., progress toward stated 
goals).  However, the claim did not meet Medicare requirements for 
a different reason.29  

 
CMS regulations state that there must be documentation that the IDT meeting is led by the 
rehabilitation physician and that the IDT review the enrollee’s progress toward stated 
rehabilitation goals and identify any problems that could impede progress toward those goals 
at each IDT meeting.  However, CMS requirements do not explain what “led” means or how to 
document the review of an enrollee’s progress and identification of any problems that could 
impede progress toward those goals at each IDT meeting, including what needs to be 
documented.  OIG, IRF stakeholders, and CMS had different interpretations of the IDT 
requirements and therefore on what is required for IDT meetings. 
 
Preadmission Screenings 
 
According to CMS regulations, the enrollee’s medical record must include a comprehensive 
preadmission screening completed or updated within 48 hours immediately preceding the IRF 
admission.30  This screening must document various elements, including the enrollee’s prior 
functional status, expected level of improvement, expected length of time necessary to achieve 

 
29 Although CMS determined that the IRF met the requirement related to the IDT reviewing the enrollee’s progress 
toward stated goals during the IDT meeting, it nevertheless determined that the claim did not meet Medicare 
requirements because the medical records did not show a clear rehabilitative need that would require the 
structured, multidisciplinary approach of an IRF.  In addition, the clinical picture of the enrollee did not support the 
need for active and ongoing therapy from multiple disciplines at an intensity consistent with IRF standards. 
 
30 42 CFR § 412.622(a)(4)(i)(A). 
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that level of improvement, anticipated discharge destination, and risk for clinical 
complications.31  
 
Our independent medical review contractor determined that 12 sampled IRF claims contained 
14 preadmission screening deficiencies related to medical records that did not support 
preadmission screening documentation requirements.  Specifically:32 
 

• Seven IRF claims did not have documentation of the enrollee’s expected level of 
improvement.  
 

• Two IRF claims did not have documentation of the enrollee’s functional status prior to 
the event or condition that led to the enrollee’s need for intensive rehabilitation 
therapy (see Example 5 on the next page). 
 

• Two IRF claims did not have documentation of an evaluation of the enrollee’s risk for 
clinical complications.   
 

• One IRF claim did not have documentation of the expected timeframe needed to 
achieve improvement. 

 
• One IRF claim did not have documentation of the anticipated discharge destination. 
 
• One IRF claim did not have documentation to support that a preadmission screening 

was conducted or updated within 48 hours immediately preceding the admission (see 
Example 6 on the next page).33 

 
 
 
 
 
 

 
31 42 CFR § 412.622(a)(4)(i)(B). 
 
32 Two IRF claims contained more than one preadmission screening deficiency. 
 
33 In our discussions with CMS and IRF stakeholders, we did not discuss the deficiencies associated with: 
(1) documenting the enrollee’s expected level of improvement, (2) evaluating the enrollee’s risk for clinical 
complications, (3) the expected timeframe needed to achieve improvement, and (4) the discussion of the enrollee’s 
anticipated discharge destination.  In addition, CMS agreed with our rationale for the deficiency related to 
documentation that the preadmission screening was not conducted or updated within 48 hours immediately 
preceding the admission.  Therefore, we did not identify a difference of opinion on the allowability of these claims.  
Nevertheless, we believe these deficiencies are relevant to our audit objective to identify areas in which CMS 
should clarify IRF requirements and are therefore included in this report.  We are reporting these deficiencies due 
to the increased risk that the enrollees’ specific needs were not adequately addressed.  In addition, there is an 
increased risk of financial loss to and inefficiency in the Medicare program. 
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Example 5: Inadequate Documentation of an Enrollee’s Functional Status Prior to Intensive 
Rehabilitation Therapy 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

Documentation did not support the enrollee’s functional status 
prior to the condition that led to the need for intensive 
rehabilitation therapy.  Our medical review contractor mentioned 
that the medical records were vague, causing a difference of 
opinion, and recommended the medical record needed clear 
language to reduce the chances for misinterpretation.  

IRF Stakeholders Yes 
The medical record documented the enrollee’s prior functional 
status, which is relevant because it represented the status the 
enrollee aimed to return to after the IRF stay.   

CMS Yes 

Documentation supported that therapy services were reasonable 
and necessary at the intensity required for an IRF stay.  It described 
the enrollee’s level of function before the event or condition that 
led to the need for intensive rehabilitation therapy, focusing on 
functions that declined because of that event or condition.  The 
documentation also supported the enrollee’s need for intensive 
rehab, ability to participate, and expected therapies.  

 
Example 6: Inadequate Documentation That a Preadmission Screening Was Conducted or 

Updated Within 48 Hours Immediately Preceding the Admission 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 
Documentation did not support that the preadmission screening 
was conducted or updated within 48 hours immediately preceding 
the admission.   

IRF Stakeholders Yes 

The preadmission screening was updated within 48 hours of 
admission to show the enrollee’s current functional status.  
Specifically, the screening was updated to show the enrollee 
underwent a procedure in an acute-care hospital just prior to IRF 
admission.  Additionally, the preadmission screening was updated 
on the day of the IRF admission for a COVID test in an acute-care 
hospital. 

CMS No 
The physician should have included additional information to show 
there was no change or update to the enrollee’s medical and 
functional status.   

 
CMS regulations state that the preadmission screening must document the enrollee’s functional 
status before the condition requiring intensive rehabilitation and be completed or updated 
within 48 hours immediately preceding the admission.  However, CMS does not specify what 
should be documented in terms of prior functional status and what needs to be updated within 
48 hours immediately preceding the admission when a preadmission screening was performed.  
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Because the requirements on what should be documented and updated are unclear, OIG, IRF 
stakeholders, and CMS had different opinions on the allowability of the sampled claims. 
 
Therapy Disciplines 
 
Enrollees admitted to IRFs receive active and ongoing therapeutic intervention of multiple 
therapy disciplines (PT, OT, ST, or prosthetics/orthotics therapy).34  The Act and regulations 
require IRFs to provide sufficient information necessary to determine whether payment for 
services is due and the amount of the payment.35 
 
Our independent medical review contractor determined that four sampled IRF claims contained 
four deficiencies related to medical records that did not include the required documentation to 
demonstrate that the enrollee received rehabilitation therapy services.  Specifically: 
 

• Two IRF claims did not have documentation of the PT, OT, or ST evaluation or progress 
notes documenting that rehabilitation therapy services were delivered.  

 
• Two IRF claims did not have documentation to support that the enrollee received 

rehabilitation therapy services because the enrollee was either transferred to an acute-
care hospital for other services or refused therapy services. 

 
CMS and IRF stakeholders did not express any disagreement with these deficiencies; therefore, 
we did not identify a difference of opinion on the allowability of these claims.  Failure to 
document that the rehabilitation therapy services were provided may lead to an increased risk 
that an enrollee’s specific needs were not adequately addressed.  In addition, there is an 
increased risk of financial loss to and inefficiency in the Medicare program. 
 
COVERAGE REQUIREMENTS  
 
Our independent medical review contractor determined that medical record documentation for 
84 IRF claims did not comply with Medicare coverage requirements.36  Specifically, IRFs 
incorrectly billed Medicare for services that did not meet coverage requirements related to: 
physician supervision at time of IRF admission (68 claims), active and ongoing therapeutic 
intervention of multiple therapy disciplines (42 claims), the enrollee being sufficiently stable to 
actively participate in a rehabilitation therapy program (6 claims), or face-to-face visits 
(1 claim).  As a result, we were unable to determine whether IRF care for these enrollees was 

 
34 42 CFR § 412.622(a)(3)(i). 
 
35 The Act § 1815(a); 42 CFR § 424.5(a)(6). 
 
36 We identified 117 deficiencies associated with the 84 IRF claims because 33 IRF claims had more than 1 type of 
coverage deficiency. 
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reasonable and necessary.37  Figure 3 below provides a breakdown of the coverage deficiency 
types, number of IRF deficiencies, and total number of deficiencies.   
 

Figure 3: OIG Contractor-Determined Coverage Deficiencies 

 
Note: Each claim could have deficiencies in more than one of the above categories, which results in the 
total number of IRF deficiencies exceeding 84 IRF claims.  We only counted each IRF claim once for 
overpayment estimation purposes. 

 
Need for Rehabilitation Physician Supervision at Time of Inpatient Rehabilitation Facility 
Admission 
 
Medicare coverage requires that, upon admission to the IRF, there is a reasonable expectation 
that the enrollee requires supervision by a rehabilitation physician.38 
 
Our independent medical review contractor determined that 68 sampled IRF claims contained 
68 deficiencies related to medical records that did not support that there was a reasonable 
expectation at the time of IRF admission that the enrollee required supervision by a 
rehabilitation physician (see Example 7 on the next page). 

 
 
 
 
 
 

 
37 To be considered reasonable and necessary under section 1862(a)(1) of the Act, there must be a reasonable 
expectation that the enrollee meets all of these requirements at the time of the enrollee’s admission to the IRF 
(42 CFR § 412.622(a)(3)).   
 
38 42 CFR § 412.622(a)(3)(iv). 
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Example 7: Inadequate Documentation the Enrollee Required Supervision by a Rehabilitation 
Physician at the Time of Inpatient Rehabilitation Facility Admission 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

Documentation did not support a reasonable expectation that at 
the time of IRF admission the enrollee required supervision by a 
rehabilitation physician.  The enrollee had been medically stabilized 
at an acute-care hospital and was at or near their functional 
baseline.  Also, they had recently undergone an acute inpatient 
rehabilitation course and had no ongoing significant or complex 
rehabilitation needs. 

IRF Stakeholders Yes 

The preadmission screening documented the need for PT and OT, 
supported by recent evaluations recommending continued therapy.  
The rehabilitation physician’s signature confirmed the need for an 
intensive, coordinated interdisciplinary approach.  A rehabilitation 
physician has expertise in caring for enrollees with these needs. 

CMS Yes Documentation supported the need for supervision by the 
rehabilitation physician upon IRF admission. 

 
Although CMS regulations state that there must be a reasonable expectation that at the time of 
admission to the IRF an enrollee requires supervision by a rehabilitation physician, CMS has not 
defined what this reasonable expectation for supervision means or specified how to document 
it.  Because CMS has not defined how to document a reasonable expectation that an enrollee 
requires supervision by a rehabilitation physician, OIG, IRF stakeholders, and CMS had different 
opinions on the allowability of the sampled claims. 
 
Multiple Therapy Disciplines 
 
Medicare coverage requirements specify that at the time of IRF admission there must be a 
reasonable expectation that the enrollee requires active and ongoing therapeutic intervention 
from multiple therapy disciplines—PT, OT, ST, or prosthetics/orthotics therapy—one of which 
must be PT or OT.39 
 
Our independent medical review contractor determined that 42 sampled IRF claims contained 
42 deficiencies related to medical records that did not support that at the time of IRF admission 
there was a reasonable expectation that the enrollee required active and ongoing therapeutic 
intervention from multiple therapy disciplines (see Example 8 on the next page).  

 
 
 
 
 

 
39 42 CFR § 412.622(a)(3)(i). 
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Example 8: Inadequate Documentation the Enrollee Required Active and Ongoing Therapy 
From Multiple Disciplines at Time of Admission 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

Documentation did not support that there was a reasonable 
expectation that the enrollee required active, ongoing therapy from 
multiple disciplines at admission to the IRF.  The enrollee had 
functional deficits noted in PT and OT evaluations, but they would 
have expected to return to their functional baseline with ongoing 
medical treatment.  There were no complex or skilled therapy 
needs requiring active and ongoing multidisciplinary therapy 
services. 

IRF Stakeholders Yes 

Documentation shows the enrollee had multiple chronic conditions 
and was at a high risk for falls, injuries, and adverse events without 
IRF care.  During a hospital stay, a social worker, in collaboration 
with Adult Protective Services, concluded that the enrollee needed 
IRF-level care due to safety concerns.  The enrollee returned home 
from IRF care improved and safety concerns were lessened.40 

CMS Yes 

Documentation requirements for active and ongoing therapeutic 
intervention with multiple disciplines were met.  However, the 
claim did not meet Medicare requirements for a different reason.  
Specifically, documentation did not support that there was a 
reasonable expectation that the enrollee required active, ongoing 
therapy from multiple disciplines.41 

 
Although CMS regulations require a reasonable expectation at the time of admission that an 
enrollee requires active and ongoing therapeutic intervention of multiple therapy disciplines, 
CMS has not specified how to document this expectation.  OIG, IRF stakeholders, and CMS had 
different opinions on the allowability of the sampled claims. 
 
 
 
 
 
 
 
 
 
 
 
 

 
40 IRF stakeholders did not directly address the issue of therapy interventions with multiple disciplines.  
 
41 CMS determined that the claim did not meet Medicare requirements because the preadmission screening had 
not been completed or updated in a timely manner. 
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Active Participation in a Therapy Program 
 
Medicare coverage requirements specify that at the time of admission to an IRF there must be 
a reasonable expectation that the enrollee is sufficiently stable to be able to actively participate 
in an intensive rehabilitation therapy program.42, 43  
 
Our independent medical review contractor determined that six sampled IRF claims contained 
six deficiencies related to medical records that did not support this expectation (see Example 9 
below).  

 
Example 9: Inadequate Documentation the Enrollee Was Sufficiently Stable To Actively 

Participate in Therapy at Time of Admission 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

Documentation showed that the enrollee was not stable enough to 
actively participate in therapy at the time of their admission to the 
IRF.  (Our independent medical review contractor looked at 
whether the enrollee could tolerate therapy treatment at the time 
of admission.) 

IRF Stakeholders Yes 

The preadmission screening did not indicate that the enrollee could 
not tolerate therapy, and the records noted that IRF care was 
appropriate for the enrollee and that there was a good prognosis 
for progress.  Although PT was initially limited due to hypotension 
and dizziness, the enrollee progressed during the IRF stay.  IRF 
stakeholders presented that the medical record, in its entirety, 
showed that the enrollee was sufficiently stable and could actively 
participate in therapy treatments even though the IRF may have 
needed to monitor symptoms. 

CMS Yes 

The claim met medical necessity requirements.  The medical record 
showed the enrollee was sufficiently stable to actively participate in 
therapy.  However, the claim did not meet Medicare requirements 
for a different reason.44 

 

 
42 42 CFR § 412.622(a)(3)(iii). 
 
43 It is important to note that our audit period was during the COVID-19 PHE.  Before and after the PHE, the 
requirement is that at the time of admission to an IRF there must be a reasonable expectation that the enrollee is 
sufficiently stable to be able to actively participate in an intensive rehabilitation therapy program (42 CFR § 
412.622(a)(3)(iii)).  For our audit, we asked whether the enrollee was sufficiently stable to be able to actively 
participate in a rehabilitation therapy program—not an intensive rehabilitation therapy program. 
 
44 Although CMS determined that the IRF met the requirement related to active participation in therapy, it 
determined that the sample claim did not meet Medicare requirements because the preadmission screening was 
missing sufficient information to determine that an evaluation of the enrollee’s risk for clinical complications was 
performed before admission to the IRF. 
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Although CMS regulations require a reasonable expectation at the time of admission that an 
enrollee is sufficiently stable to be able to actively participate in an intensive rehabilitation 
therapy program, CMS has not defined the term “sufficiently stable” or specified how to 
document this expectation.  OIG, IRF stakeholders, and CMS had different opinions on the 
allowability of the sampled claims.   
 
Face-to-Face Visits 
 
Medicare coverage requires that the rehabilitation physician must conduct face-to-face visits 
with the enrollee at least 3 days per week throughout the IRF stay to assess the enrollee both 
medically and functionally.  Beginning with the second week of admission to the IRF, a 
nonphysician practitioner who is determined by the IRF to have specialized training and 
experience in inpatient rehabilitation may conduct one of the three required face-to-face visits 
with the enrollee per week, provided that such duties are within the nonphysician practitioner's 
scope of practice under applicable State law.45 
 
Our independent medical review contractor determined that one sampled IRF claim contained 
one deficiency related to the medical record that did not document that the rehabilitation 
physician conducted face-to-face visits with the enrollee at least 3 days per week throughout 
the IRF stay. 
 
CMS and IRF stakeholders did not express any disagreement with this deficiency; therefore, we 
did not identify a difference of opinion on the allowability of the sample claim.   
 
BILLING AND CODING REQUIREMENTS  
 
Our independent medical review contractor determined that medical record documentation for 
36 sampled IRF claims did not comply with Medicare billing and coding requirements.46  
Specifically, IRFs incorrectly billed Medicare for claims that did not comply with billing and 
coding requirements related to the IRF Payment Assessment Instrument (IRF-PAI) (31 claims)47 
and were missing clinical information (6 claims).  As a result, we were unable to determine 
whether these IRF claims should have been billed and reimbursed by Medicare.  Figure 4 on the 
next page provides a breakdown of the billing and coding deficiency types, number of IRF 
deficiencies, and total number of deficiencies.   
 
 
 

 
45 42 CFR § 412.622(a)(3)(iv). 
 
46 We identified 38 deficiencies associated with the 36 IRF claims because 2 IRF claims have more than 1 type of 
billing or coding deficiency. 
 
47 The IRF-PAI is used to determine payment and calculate quality measures for the IRF Quality Reporting Program 
and other quality indicators, providing a standardized way to assess the effectiveness of rehabilitation services. 
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Figure 4: OIG Contractor-Determined Billing and Coding Deficiencies 

 
Note: Each claim could have deficiencies in more than one of the above categories, which results in the 
total number of IRF deficiencies exceeding 36 IRF claims.  No overpayments were associated with the 
billing and coding deficiencies because the billing and coding requirements are not a condition of 
payment. 

 
Inpatient Rehabilitation Facility Payment Assessment Instrument Discharge Assessment 
 
Medicare requires IRF-PAI discharge assessments to be completed by the fifth calendar day after 
the enrollee is discharged from an IRF.48, 49 
 
Our independent medical review contractor determined that 31 sampled IRF claims contained 
31 deficiencies related to the discharge assessment not being completed by the fifth calendar 
day after the enrollee was discharged (see Example 10 on the next page).50  Our independent 
medical review contractor used the date of the last signature on the IRF-PAI to determine 
whether the IRF-PAI was completed by the fifth calendar day. 
 
 
 
 
 
 
 
 
 
 

 
48 42 CFR § 412.610(c)(2). 
 
49 The discharge assessment reference date is typically the day of discharge from the IRF and ensures 
standardization in how enrollee data is collected and reported.  It also affects quality reporting, payment 
determination, and compliance with CMS regulations.  This date is critical for ensuring that the data reflect the 
enrollee’s status at discharge and for meeting submission deadlines. 
 
50 Of these 31 deficiencies, 11 were strictly because of an IRF-PAI timing issue.  The IRF-PAI requirements are not a 
condition of payment; therefore, we counted these claims as deficiencies, but the claim amount paid is allowable.   
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Example 10: Inadequate Documentation Supporting the Discharge Assessment Was 
Completed by the Fifth Calendar Day Following Enrollee Discharge 

Entity Did IRF Meet 
Requirement? Rationale 

OIG No 

To determine the number of days between the enrollee’s discharge 
and discharge assessment completion date, our independent 
medical review contractor used the dates of signatures on the IRF-
PAI discharge assessment.  The assessment was not completed by 
the fifth calendar day following the enrollee’s discharge.   

IRF Stakeholders Yes 

IRF stakeholders use the day the medical record is completed as the 
discharge assessment date.  Therefore, the IRF-PAI discharge 
assessment was signed 1 day after the enrollee was discharged; 
however, because the IRF-PAI is not tracked, it is impossible to 
know what fields were completed or when. 

CMS Yes The claim met Medicare requirements.  All CMS policy and 
requirements were met.   

 
CMS and IRF stakeholders stated that the Medicare requirement was met if the first signature 
on the IRF-PAI discharge assessment appears to have been present before the fifth calendar 
day, even if other signatures were added later.  Our independent medical review contractor did 
not interpret the regulations to state that any signature would meet this requirement.  Rather, 
the medical review contractor determined that the final signature indicates when the IRF-PAI 
discharge assessment is completed.  CMS, however, has not defined whether the first or final 
signature on the IRF-PAI discharge assessment would satisfy the requirement.  OIG, IRF 
stakeholders, and CMS had different opinions on which signature indicates completion of the 
IRF-PAI discharge assessment.  These differing opinions may impact the timeliness of payment 
to IRFs and quality measures used by CMS. 
 
Medical Record Clinical Information  
 
Medicare documentation requirements specify that the enrollee’s medical record must support 
the enrollee’s primary condition or diagnosis, functional motor and cognitive abilities, and any 
comorbid conditions reported on the claim.51  
 
Our independent medical review contractor determined that six IRF claims contained seven 
deficiencies related to medical records that did not support either the enrollee’s primary 
condition or diagnosis (four claims), their motor and cognitive skills (two claims), or their 
comorbid conditions (one claim).52    
 

 
51 42 CFR § 412.620(a). 
 
52 One IRF claim did not document the enrollee’s primary condition or diagnosis or their comorbid conditions. 
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CMS and IRF stakeholders did not express any disagreement with these deficiencies; therefore, 
we did not identify a difference of opinion on the allowability of these claims.  However, if the 
enrollee’s medical record does not include the required documentation of their primary 
diagnosis, functional status, and comorbid conditions, the IRF claim may not meet Medicare’s 
medical necessity requirements.  This increases the risk of potentially improper payments and 
financial loss to and inefficiency in the Medicare program. 
 

CONCLUSION 
 
We determined that unclear Medicare requirements led to differing interpretations between 
OIG, IRF stakeholders, and CMS related to documentation, coverage, and billing requirements.  
Because these requirements are unclear, OIG, IRF stakeholders, and CMS had differing opinions 
on the allowability of the sampled claims, which raises concerns about increased risk of 
financial loss to the program, compromised program integrity, and operational inefficiency in 
the Medicare program.   
 
On the basis of our sample results, we estimated that Medicare paid IRFs roughly $5 billion 
during the audit period for IRF claims that did not meet Medicare documentation, coverage, or 
billing and coding requirements.  These deficiencies were due in part to unclear Medicare 
requirements, which led to differing interpretations of certain rules.  Although IRF stakeholders 
expressed a desire to comply with the requirements, our audit found that the unclear 
requirements make it difficult to achieve consistent compliance, creating inefficiencies, and 
compromising program integrity.  CMS should address the underlying causes of these issues to 
increase compliance and strengthen program integrity. 
 
While it is CMS’s responsibility to issue regulations that are free of ambiguity, the burden of 
compliance rests squarely with IRFs.  It is the responsibility of taxpayer-funded IRFs that serve 
Medicare enrollees to maintain effective internal controls with respect to claims, provide 
training for their staff, seek guidance from CMS on accurate claims filing as needed, provide 
appropriate feedback to CMS on any proposed regulations, and take all other necessary steps 
to ensure compliance with CMS requirements. 
 

RECOMMENDATIONS 
 

• We recommend that CMS revise or clarify IRF documentation requirements related 
to the: (1) development and individualization of the POC, (2) leadership of IDT 
meetings by rehabilitation physicians, (3) review at IDT meetings of enrollee progress 
toward rehabilitation goals and identification of any problems that could impede 
such progress, and (4) functional status of enrollees during the preadmission 
screening. 

 



Medicare Hospital Inpatient Rehabilitation Facility Requirements (A-04-23-08096) 23 

• We recommend that CMS revise or clarify IRF coverage requirements to define: 
(1) what constitutes a reasonable expectation that an enrollee requires supervision 
by a rehabilitation physician, (2) what it means to have active and ongoing 
therapeutic intervention from multiple disciplines, and (3) what it means to be 
sufficiently stable to actively participate in an intensive rehabilitation therapy 
program. 

 
• We recommend that CMS revise or clarify IRF-PAI signature requirements. 

 
• We recommend that CMS offer training and learning sessions to assist IRFs with 

regulation compliance. 
 

CMS COMMENTS AND OFFICE OF INSPECTOR GENERAL RESPONSE 
 

In written comments on our draft report, CMS did not concur with our first three 
recommendations to revise or clarify IRF documentation, coverage, and signature 
requirements.  However, CMS concurred with our fourth recommendation to offer training 
and learning sessions to assist with compliance.  CMS also indicated that, although it 
believes our findings and perceived risks may be overstated, it is committed to promoting 
compliance with Medicare requirements and reducing improper payments for IRF services.53  
Finally, CMS described its program integrity strategy to reduce and prevent Medicare 
improper payments and its actions to educate health care providers on the proper billing for 
IRF services.  CMS also provided technical comments, which we addressed as appropriate.  
 
After reviewing CMS’s written comments, we acknowledge the program integrity activities 
CMS has undertaken to promote compliance and reduce improper payments for IRF services 
and commend CMS for its implementation of multiple initiatives to educate health care 
providers on Medicare requirements.  We maintain that our findings and recommendations 
are valid. 
 
CMS’s comments, excluding technical comments, are included in their entirety as 
Appendix E. 
 
RECOMMENDATIONS THAT CMS REVISE OR CLARIFY INPATIENT REHABILITATION FACILITY 
DOCUMENTATION, COVERAGE, AND SIGNATURE REQUIREMENTS 
 
CMS Comments 
 
CMS did not concur with our three recommendations to revise or clarify IRF documentation, 
coverage, and IRF-PAI signature requirements.  CMS stated that it generally found that the 
sampled IRF claims discussed met Medicare requirements.  Therefore, revisions or 

 
53 CMS noted that its most recent Comprehensive Error Rate Testing program reported an improper payment rate 
of 21.5 percent for IRFs with a projected improper payment amount of $1.6 billion. 
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clarifications of IRF documentation, coverage, and IRF-PAI signature requirements are not 
warranted based on our findings.  CMS also indicated that the issues raised in this report 
related to these recommendations would be best addressed through education.  CMS stated 
that it will continue to educate health care providers on Medicare requirements, including 
IRF documentation, coverage, and IRF-PAI signature requirements, to assist with compliance.   
 
Office of Inspector General Response 
 
We maintain that our recommendations that CMS revise or clarify IRF documentation, 
coverage, and IRF-PAI signature requirements are valid.  Our independent medical review 
contractor identified numerous deficiencies related to these requirements, indicating that 
they were not isolated.  Although CMS reviewed 19 claims, we want to reiterate that OIG’s 
independent medical review contractor reviewed 200 claims and identified a 71 percent 
error rate.  In addition, CMS has identified a Comprehensive Error Rate Testing improper 
payment rate of 21.5 percent related to IRF requirements.  Furthermore, OIG continues to 
find IRF-related errors during individual provider audits at hospitals.54  CMS should consider 
revising or clarifying documentation, coverage, and IRF-PAI signature requirements to 
improve compliance and strengthen program integrity.  Our independent medical review 
contractor applied Medicare criteria as written.  In the absence of CMS action on our 
recommendations, it is reasonable to expect that CMS and OIG will continue to find 
noncompliance with IRF requirements. 
 

INPATIENT REHABILITATION FACILITIES STAKEHOLDERS’ COMMENTS AND  
OFFICE OF INSPECTOR GENERAL RESPONSE 

 
In written comments, the IRF stakeholders partially agreed with our findings related to unclear 
Medicare requirements, generally agreed with our recommendations for CMS to clarify 
Medicare requirements and provide additional training, and provided additional 
recommendations for CMS to consider.  Regarding our first and second recommendations, the 
IRF stakeholders asserted that there are some areas where greater clarity in CMS regulations 
would be helpful, but they do not believe more regulation is an effective solution.  In addition, 
the IRF stakeholders indicated that Government auditors should give appropriate deference to 
rehabilitation physicians making clinical decisions at the time of IRF admission and throughout 
the course of IRF treatment.  Furthermore, they stated that if any regulatory changes are made, 
they should be grounded in greater deference to the rehabilitation physician’s role in decision 
making, reduce the burden on IRF providers, and simplify requirements to remove ambiguity. 
 
The IRF stakeholders stated that the vast majority of IRF compliance issues we identified reflect 
good-faith differences in interpretation of medical necessity and documentation requirements, 
rather than clear noncompliance or fraud.  The IRF stakeholders stated that most deficiencies 
stemmed from unclear Medicare regulations but cautioned against adding new ones.  They also 

 
54 OIG, Sarasota Memorial Hospital Received at Least $12.1 Million in Medicare Overpayments (A-04-23-08098), 
Feb. 25, 2026. 

https://oig.hhs.gov/reports/all/2026/sarasota-memorial-hospital-received-at-least-121-million-in-medicare-overpayments/


Medicare Hospital Inpatient Rehabilitation Facility Requirements (A-04-23-08096) 25 

cited our medical review contractors’ restrictive interpretations as contributing to the high 
error rate.  The stakeholders disagreed with our extrapolating the error rate to a dollar 
estimate.  They also disagreed with our denying payment for an entire IRF stay based on a 
single technical documentation error unrelated to medical necessity. 
 
After reviewing the IRF stakeholders’ comments, we maintain that our findings, 
recommendations, and estimated overpayment are valid.  We appreciate the stakeholders’ 
engagement and their insights regarding potential factors contributing to the high error rates 
we identified.  We note that this audit did not focus on identifying fraud, and we did not 
determine that any of the claims reviewed were fraudulently billed.  To qualify for payment, the 
full duration of an IRF stay must meet all applicable documentation and coverage requirements.  
We used a statistically valid random sample to select our sample items for review and 
extrapolated the overpayment amount to provide context and show the effect these errors have 
on IRF providers.  We worked with our independent medical review contractor to ensure that its 
review was conducted by a licensed rehabilitation physician, and that the appropriate Medicare 
criteria, as written, were applied.   
 
Although the IRF stakeholders indicated that greater deference should be provided to 
rehabilitation physicians making clinical decisions, we believe that what is needed is additional 
clarification of documentation, coverage, and signature requirements.  This will ensure that 
CMS, IRFs, rehabilitation physicians, Medicare contractors, and Government oversight agencies 
have the same understanding of what is required. 
   
The IRF stakeholders’ comments are included in their entirety as Appendix F. 
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APPENDIX A: AUDIT SCOPE AND METHODOLOGY 
 
SCOPE 
 
Our audit covered $7 billion in Medicare payments to 1,109 IRFs for 300,269 IRF claims in FFY 
2022.  We selected for review a stratified random sample of 200 IRF claims with payments 
totaling $5,029,335 for stays at 177 IRFs.  These 200 sample items consisted of 109 inpatient 
rehabilitation hospitals and 91 rehabilitation units of an acute-care hospital.  We submitted all 
200 IRF claims and corresponding medical records to an independent medical review contractor 
to determine whether sampled IRF claims met Medicare documentation, coverage, and billing 
and coding requirements using the MRI (Appendix B). 
 
During our audit, we did not assess the overall internal control structure of CMS or the 
individual IRFs.  Rather, we limited our review to CMS’s internal controls for compliance with 
Medicare documentation, coverage, and billing and coding requirements.  To evaluate these 
internal controls, we: 
 

• Interviewed CMS officials regarding CMS’s internal controls for compliance with 
Medicare documentation, coverage, and billing and coding requirements that related to 
IRF claims 
 

• Reviewed CMS’s policies and procedures for IRF documentation, coverage, and billing 
and coding requirements 
 

• Reviewed a stratified random sample of 200 IRF claims to determine if IRF claims were 
properly billed and reimbursed 
 

• Discussed the cause of the identified deficiencies with CMS officials 
 
We performed audit work from November 2022 through January 2026. 
 
METHODOLOGY 
 
We took the following steps to accomplish our objective: 
 

• Reviewed applicable Federal laws, regulations, and guidance 
 

• Identified FFY 2022 Medicare-paid IRF claims using CMS’s Integrated Data Repository  
 

• Created a sampling frame of 300,269 FFY 2022 Medicare-paid IRF claims with a total 
paid amount of $7,046,305,401 
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• Selected a stratified random sample of 200 IRF claims from IRFs around the Nation with 
payments totaling $5,029,335 
 

• Obtained medical records from IRFs for all sample items 
 

• Contacted IRF providers for documentation requests and followup, as necessary 
 

• Provided medical records for each sampled claim to an independent medical review 
contractor to determine whether the sampled claims met Medicare documentation, 
coverage, and billing and coding requirements, including rationale for claims upheld and 
denied 

 
• Met with IRF stakeholders and CMS personnel on a collaborative approach for this audit, 

including discussing our sampling methodology, establishing timeframes for review, 
obtaining background information on personnel performing medical reviews, and 
identifying agreed-upon criteria (i.e., establish the MRI used by all parties) 

 
• Collaborated with CMS and IRF stakeholders to review IRF claims that the independent 

medical review contractor determined included deficiencies 
 

• Provided the medical records and our independent medical review contractor’s 
determinations for 158 sampled IRF claim deficiencies to IRF stakeholders for their 
review and to obtain their medical review results 
 

• Provided the medical records and our independent medical review contractor’s 
determinations for 19 sampled IRF claim deficiencies identified by the IRF stakeholders 
to CMS officials for their review and to obtain their medical review results 
 

• Analyzed and discussed the medical review results for 19 sampled IRF claims with our 
independent medical review contractor, IRF stakeholders, and CMS to identify: 
 

o Areas of agreement and disagreement on claims determinations 
 

o Causes of disagreements  
 

• Used the results of the sample review to calculate the estimated Medicare overpayment 
for IRF claims in the sampling frame (Appendix D) 
 

• Discussed the results of our audit with IRF stakeholders and CMS officials  
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APPENDIX B: MEDICAL REVIEW INSTRUMENT 
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APPENDIX C: STATISTICAL SAMPLING METHODOLOGY 
 
SAMPLING FRAME 
 
Our sampling frame consisted of 300,269 Medicare IRF claims totaling $7,046,305,401 paid to 
IRFs for services provided during our audit period.  The frame included claims that: (1) were 
paid under the IRF PPS from the Medicare Trust Fund to an inpatient rehabilitation hospital or 
to a rehabilitation unit of an acute-care hospital and (2) had a value of $1,000 or more. 
 
SAMPLE UNIT 
 
The sample unit was a Medicare-paid IRF claim. 
 
SAMPLE DESIGN AND SAMPLE SIZE 
 
We used a stratified random sample.  We grouped the sampling frame into strata based on 
claim paid amount, as shown in Table 1. 
 

Table 1: Sample Size and Frame Description 
 

Stratum 

 
 

Medicare Claim Type 

Number 
of Claims 
in Frame 

 
Total Payment 

Amount in Frame 

 
Sample Size 

1  
IRF claims less than $23,812.44 

173,336 $2,992,201,324 100 

2 IRF claims at least $23,812.44 126,933 4,054,104,077 100 
 Total 300,269 $7,046,305,401 200 

 
SOURCE OF RANDOM NUMBERS 
 
We generated the random numbers using the OIG, Office of Audit Services (OAS) statistical 
software. 
 
METHOD OF SELECTING SAMPLE ITEMS 
 
We sorted the claims within each stratum by a unique claim identifier and then consecutively 
numbered the claims in each stratum in the sampling frame.  After generating random numbers 
in accordance with our sample design, we selected the corresponding frame items for review. 
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ESTIMATION METHODOLOGY 
 
We used the OAS statistical software to estimate the total overpayment amount for IRF claims in 
the sampling frame and to calculate a point estimate and a two-sided 90-percent confidence 
interval. 
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APPENDIX D: SAMPLE RESULTS AND ESTIMATES 
 

Table 2: Sample Details and Results 
 

 
 

Stratum 

 
Frame 

Size 
(Claims) 

 
Value of Frame 

 
Sample 

Size 

 
Value of 
Sample 

Number of 
Deficiencies 
in Sample 

 
Value of 

Overpayments 
in Sample 

1 173,336 $2,992,201,324 100 $1,766,629 86 $1,454,583 
2 126,933 4,054,104,077 100 3,262,706 72 1,962,033 

   Total 300,269 $7,046,305,401 200 $5,029,335 15855 $3,416,616 
 

 
Table 3: Estimated Value of Overpayments in the Sampling Frame 

(Limits Calculated at the 90-Percent Confidence Level) 
 

Point estimate $5,011,783,725 
Lower limit $4,610,791,658 
Upper limit $5,412,775,793 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
55 For 11 of the 158 deficiencies, the related requirements were not a condition of payment. 
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APPENDIX E: CMS COMMENTS
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APPENDIX F: INPATIENT REHABILITATION FACILITIES STAKEHOLDERS’ COMMENTS
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Report Fraud, Waste, 
and Abuse 
OIG Hotline Operations accepts tips and complaints from all sources about 
potential fraud, waste, abuse, and mismanagement in HHS programs.  Hotline 
tips are incredibly valuable, and we appreciate your efforts to help us stamp 
out fraud, waste, and abuse. 

TIPS.HHS.GOV 

Phone: 1-800-447-8477 

TTY: 1-800-377-4950  

Who Can Report? 
Anyone who suspects fraud, waste, and abuse should report their concerns 
to the OIG Hotline.  OIG addresses complaints about misconduct and 
mismanagement in HHS programs, fraudulent claims submitted to Federal 
health care programs such as Medicare, abuse or neglect in nursing homes, 
and many more.  Learn more about complaints OIG investigates. 

How Does It Help? 
Every complaint helps OIG carry out its mission of overseeing HHS programs 
and protecting the individuals they serve.  By reporting your concerns to the 
OIG Hotline, you help us safeguard taxpayer dollars and ensure the success of 
our oversight efforts. 

Who Is Protected? 
Anyone may request confidentiality.  The Privacy Act, the Inspector General 
Act of 1978, and other applicable laws protect complainants.  The Inspector 
General Act states that the Inspector General shall not disclose the identity of 
an HHS employee who reports an allegation or provides information without 
the employee’s consent, unless the Inspector General determines that 
disclosure is unavoidable during the investigation.  By law, Federal employees 
may not take or threaten to take a personnel action because of 
whistleblowing or the exercise of a lawful appeal, complaint, or grievance 
right.  Non-HHS employees who report allegations may also specifically 
request confidentiality. 

https://tips.hhs.gov/
https://oig.hhs.gov/fraud/report-fraud/before-you-submit/
https://www.youtube.com/watch?v=ElR-tIcENIQ&t=3s
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Stay In Touch 
Follow HHS-OIG for up to date news and publications. 

OIGatHHS 

HHS Office of Inspector General 

Subscribe To Our Newsletter 

OIG.HHS.GOV 

Contact Us 
For specific contact information, please visit us online. 

U.S. Department of Health and Human Services 
Office of Inspector General 
Public Affairs 
330 Independence Ave., SW 
Washington, DC 20201 

Email: Public.Affairs@oig.hhs.gov 

https://cloud.connect.hhs.gov/OIG
https://oig.hhs.gov/
https://oig.hhs.gov/about-oig/contact-us/
mailto:Public.Affairs@oig.hhs.gov
https://instagram.com/oigathhs/
https://www.facebook.com/OIGatHHS/
https://www.youtube.com/user/OIGatHHS
https://twitter.com/OIGatHHS/
https://www.linkedin.com/company/hhs-office-of-the-inspector-general
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