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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as amended, is 

to protect the integrity of the Department of Health and Human Services (HHS) programs, as well as the 

health and welfare of beneficiaries served by those programs.  This statutory mission is carried out 

through a nationwide network of audits, investigations, and inspections conducted by the following 

operating components: 

 

Office of Audit Services 
 
The Office of Audit Services (OAS) provides auditing services for HHS, either by conducting audits with 

its own audit resources or by overseeing audit work done by others.  Audits examine the performance of 

HHS programs and/or its grantees and contractors in carrying out their respective responsibilities and are 

intended to provide independent assessments of HHS programs and operations.  These assessments help 

reduce waste, abuse, and mismanagement and promote economy and efficiency throughout HHS.  

        

Office of Evaluation and Inspections 

 

The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, Congress, 

and the public with timely, useful, and reliable information on significant issues.  These evaluations focus 

on preventing fraud, waste, or abuse and promoting economy, efficiency, and effectiveness of 

departmental programs.  To promote impact, OEI reports also present practical recommendations for 

improving program operations. 

 

Office of Investigations 

 

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of fraud and 

misconduct related to HHS programs, operations, and beneficiaries.  With investigators working in all 50 

States and the District of Columbia, OI utilizes its resources by actively coordinating with the Department 

of Justice and other Federal, State, and local law enforcement authorities.  The investigative efforts of OI 

often lead to criminal convictions, administrative sanctions, and/or civil monetary penalties. 

 

Office of Counsel to the Inspector General 
 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, rendering 

advice and opinions on HHS programs and operations and providing all legal support for OIG’s internal 

operations.  OCIG represents OIG in all civil and administrative fraud and abuse cases involving HHS 

programs, including False Claims Act, program exclusion, and civil monetary penalty cases.  In 

connection with these cases, OCIG also negotiates and monitors corporate integrity agreements.  OCIG 

renders advisory opinions, issues compliance program guidance, publishes fraud alerts, and provides 

other guidance to the health care industry concerning the anti-kickback statute and other OIG enforcement 

authorities. 

 



 
Notices 

 
 

 
 

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

 
Section 8M of the Inspector General Act, 5 U.S.C. App., requires 
that OIG post its publicly available reports on the OIG Web site.  

 
OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

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

 

http://oig.hhs.gov/
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EXECUTIVE SUMMARY 

 
 
Ochsner Medical Center did not fully comply with Medicare requirements for billing 

inpatient and outpatient services, resulting in estimated overpayments of at least $1.6 million 

over almost 2 years. 

 

WHY WE DID THIS REVIEW 
 

This review is part of a series of hospital compliance reviews.  Using computer matching, data 

mining, and other data analysis techniques, we identified hospital claims that were at risk for 

noncompliance with Medicare billing requirements.  For calendar year 2012, Medicare paid 

hospitals $148 billion, which represents 43 percent of all fee-for-service payments; therefore, 

the Office of Inspector General must provide continual and adequate oversight of Medicare 

payments to hospitals.  

 

The objective of this review was to determine whether Ochsner Medical Center (the Hospital) 

complied with Medicare requirements for billing inpatient and outpatient services on selected 

types of claims.  

 

BACKGROUND 
 

The Centers for Medicare & Medicaid Services (CMS) pays inpatient hospital costs at 

predetermined rates for patient discharges.  The rates vary according to the diagnosis-related 

group (DRG) to which a beneficiary’s stay is assigned and the severity level of the patient’s 

diagnosis.  The DRG payment is, with certain exceptions, intended to be payment in full to the 

hospital for all inpatient costs associated with the beneficiary’s stay.  CMS pays for hospital 

outpatient services on a rate-per-service basis that varies according to the assigned ambulatory 

payment classification.  

 

The Hospital is an 813-bed acute-care facility located in New Orleans, Louisiana.  Medicare paid 

the Hospital approximately $259 million for 25,765 inpatient and 233,684 outpatient claims for 

services provided to beneficiaries during the period January 1, 2011, through September 30, 

2012 (audit period), based on CMS’s National Claims History data.  

 

Our audit covered $10,133,506 in Medicare payments to the Hospital for 1,078 claims that were 

potentially at risk for billing errors.  We selected for review a stratified random sample of 158 

claims with payments totaling $2,397,344.  These 158 claims had dates of service in the audit 

period and consisted of 76 inpatient and 82 outpatient claims.  

 

WHAT WE FOUND 
 

The Hospital complied with Medicare billing requirements for 107 of the 158 inpatient and 

outpatient claims that we reviewed.  However, the Hospital did not fully comply with Medicare 

billing requirements for the remaining 51 claims, resulting in overpayments of $396,247 for the 

audit period.  Specifically, 26 inpatient claims had billing errors resulting in overpayments of 

$287,776, and 25 outpatient claims had billing errors resulting in overpayments of $108,471.  
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These errors occurred primarily because the Hospital did not have adequate controls to prevent 

the incorrect billing of Medicare claims within the selected risk areas that contained errors. 

 

On the basis of our sample results, we estimated that the Hospital received overpayments of at 

least $1,650,592 for the audit period. 

 

WHAT WE RECOMMEND 
 

We recommend that the Hospital: 

 

 refund to the Medicare program $1,650,592 in estimated overpayments for claims that it 

incorrectly billed and 

 

 strengthen controls to ensure full compliance with Medicare requirements. 

  

HOSPITAL COMMENTS AND OUR RESPONSE 

 

In written comments on our draft report, the Hospital generally agreed that 33 of the 51 claims 

reflect billing errors and disagreed with our determinations on the remaining 18 claims.  

  

Specifically, the Hospital disagreed that it had incorrectly billed 15 claims as inpatient and 3 

claims with the incorrect diagnosis code.  Although the Hospital disagreed with our 

determinations on the 18 claims, it stated that it will resubmit all 51 claims to its Medicare 

Administrative Contractor using the codes and classifications we recommended and seek 

Medicare Part B reimbursement for the services provided.  

 

After reviewing the Hospital’s comments, we maintain that our findings and recommendations 

are valid.  
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INTRODUCTION 

 

WHY WE DID THIS REVIEW 
 

This review is part of a series of hospital compliance reviews.  Using computer matching, data 

mining, and other data analysis techniques, we identified hospital claims that were at risk for 

noncompliance with Medicare billing requirements.  For calendar year 2012, Medicare paid 

hospitals $148 billion, which represents 43 percent of all fee-for-service payments; therefore, the 

Office of Inspector General (OIG) must provide continual and adequate oversight of Medicare 

payments to hospitals. 

 

OBJECTIVE 
 

Our objective was to determine whether Ochsner Medical Center (the Hospital) complied with 

Medicare requirements for billing inpatient and outpatient services on selected types of claims.  

 

BACKGROUND 

 

The Medicare Program 
 

Medicare Part A provides inpatient hospital insurance benefits and coverage of extended care 

services for patients after hospital discharge, and Medicare Part B provides supplementary 

medical insurance for medical and other health services, including coverage of hospital 

outpatient services.  The Centers for Medicare & Medicaid Services (CMS) administers the 

Medicare program.  

 

CMS contracts with Medicare contractors to, among other things, process and pay claims 

submitted by hospitals.  

 

Hospital Inpatient Prospective Payment System 
 

CMS pays hospital costs at predetermined rates for patient discharges under the inpatient 

prospective payment system (IPPS).  The rates vary according to the diagnosis-related group 

(DRG) to which a beneficiary’s stay is assigned and the severity level of the patient’s diagnosis.  

The DRG payment is, with certain exceptions, intended to be payment in full to the hospital for 

all inpatient costs associated with the beneficiary’s stay.   

 

Hospital Outpatient Prospective Payment System 
 

CMS implemented an outpatient prospective payment system (OPPS), which is effective for 

services furnished on or after August 1, 2000, for hospital outpatient services.  Under the OPPS,  

Medicare pays for hospital outpatient services on a rate-per-service basis that varies according to 

the assigned ambulatory payment classification (APC).  CMS uses Healthcare Common 

Procedure Coding System (HCPCS) codes and descriptors to identify and group the services 
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within each APC group.1  All services and items within an APC group are comparable clinically 

and require comparable resources.  

 

Hospital Claims at Risk for Incorrect Billing 
 

Our previous work at other hospitals identified these types of claims at risk for noncompliance:  

 

 inpatient claims billed with high-severity-level DRG codes, 

 

 inpatient claims paid in excess of charges, 

 

 inpatient short stays, 

 

 outpatient claims with payments greater than $25,000,  

 

 outpatient surgeries billed with units greater than one, and  

 

 inpatient and outpatient manufacturer credits for replaced medical devices. 

 

For the purposes of this report, we refer to these areas at risk for incorrect billing as “risk areas.” 

We reviewed these risk areas as part of this review. 

 

Medicare Requirements for Hospital Claims and Payments 
 

Medicare payments may not be made for items or services that “are not reasonable and necessary 

for the diagnosis or treatment of illness or injury or to improve the functioning of a malformed 

body member” (the Social Security Act (the Act), § 1862(a)(1)(A)).  In addition, payments may 

not be made to any provider of services or other person without information necessary to 

determine the amount due the provider (the Act, § 1833(e)). 

 

Federal regulations state that the provider must furnish to the Medicare contractor sufficient 

information to determine whether payment is due and the amount of the payment (42 CFR §   

424.5(a)(6)). 

 

The Medicare Claims Processing Manual (the Manual) requires providers to complete claims 

accurately so that Medicare contractors may process them correctly and promptly (Pub. No. 100-

04, chapter 1, § 80.3.2.2).  The Manual states that providers must use HCPCS codes for most 

outpatient services (chapter 23, § 20.3). 

 

Ochsner Medical Center 
 

The Hospital is an 813-bed acute-care facility located in New Orleans, Louisiana.  Medicare 

paid the Hospital approximately $259 million for 25,765 inpatient and 233,684 outpatient 

                                                           
1 HCPCS codes are used throughout the health care industry to standardize coding for medical procedures, services, 

products, and supplies. 
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claims for services provided to beneficiaries during the period January 1, 2011, through 

September 30, 2012 (audit period), based on CMS’s National Claims History (NCH) data. 

 

HOW WE CONDUCTED THIS REVIEW 

 

Our audit covered $10,133,506 in Medicare payments to the Hospital for 1,078 claims that 

were potentially at risk for billing errors.  We selected for review a stratified random 

sample of 158 claims with payments totaling $2,397,344.  These 158 claims had dates of 

service in the audit period and consisted of 76 inpatient and 82 outpatient claims. 

 

We focused our review on the risk areas that we had identified as a result of prior OIG reviews at 

other hospitals.  We evaluated compliance with selected billing requirements and submitted 70 

inpatient claims to an independent contractor for focused medical review to determine whether 

the services met medical necessity and coding requirements.  This report focuses on selected risk 

areas and does not represent an overall assessment of all claims submitted by the Hospital for 

Medicare reimbursement.  

 

We conducted this performance audit in accordance with generally accepted government 

auditing standards.  Those standards require that we plan and perform the audit to obtain 

sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 

based on our audit objectives.  We believe that the evidence obtained provides a reasonable basis 

for our findings and conclusions based on our audit objectives.  

 

See Appendix A for the details of our audit scope and methodology. 

 

FINDINGS 

 

The Hospital complied with Medicare billing requirements for 107 of the 158 inpatient and 

outpatient claims that we reviewed.  However, the Hospital did not fully comply with Medicare 

billing requirements for the remaining 51 claims, resulting in overpayments of $396,247 for the 

audit period.  Specifically, 26 inpatient claims had billing errors resulting in overpayments of 

$287,776, and 25 outpatient claims had billing errors resulting in overpayments of $108,471.  

These errors occurred primarily because the Hospital did not have adequate controls to prevent 

the incorrect billing of Medicare claims within the selected risk areas that contained errors.  

 

On the basis of our sample results, we estimated that the Hospital received overpayments of at 

least $1,650,592 for the audit period.  See Appendix B for our sample design and methodology, 

Appendix C for our sample results and estimates, and Appendix D for the results of our review 

by risk area.  

 

BILLING ERRORS ASSOCIATED WITH INPATIENT CLAIMS 

 

The Hospital incorrectly billed Medicare for 26 of the 76 sampled inpatient claims, which 

resulted in overpayments of $287,776.  
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Incorrectly Billed as Inpatient  

Medicare payments may not be made for items or services that “are not reasonable and necessary 

for the diagnosis or treatment of illness or injury or to improve the functioning of a malformed 

body member” (the Act, § 1862(a)(1)(A)). 

 

For 17 of the 76 sampled inpatient claims, the Hospital incorrectly billed Medicare Part A for 

beneficiary stays that should have been billed as outpatient or outpatient with observation 

services.  Hospital officials stated that the Hospital had billed 2 of the 17 claims incorrectly 

because of human error.  The Hospital did not provide a cause for the remaining 15 errors 

because it did not agree that it had made these billing errors.  Additionally, Hospital officials 

stated that the Hospital relied on the treating physicians’ clinical judgment, external physician 

advisors, and a screening tool its case management staff used in determining the appropriate 

level of care it should bill.  As a result of these errors, the Hospital received overpayments of 

$227,791.2 

 

Incorrectly Billed Diagnosis-Related Group Codes 

 

Medicare payments may not be made for items and services that “are not reasonable and 

necessary for the diagnosis or treatment of illness or injury or to improve the functioning of a 

malformed body member” (the Act, § 1862(a)(1)(A)).  In addition, the Manual states:  “In order 

to be processed correctly and promptly, a bill must be completed accurately” (chapter 1, § 

80.3.2.2). 

 

For 9 of the 76 sampled inpatient claims, the Hospital billed Medicare for incorrect DRG codes.  

For these claims, the Hospital used an incorrect diagnosis code to determine the DRGs. 

 

For example, for one claim, the hospital used the diagnosis code for pneumonia.  A clinic visit 

note on the date of admission indicated a possible diagnosis of aspiration pneumonia, but 

pneumonia was ruled out during the hospital stay.   

 

Hospital officials stated that the Hospital had billed six of the nine claims incorrectly because of 

human error.  The Hospital did not provide a cause for the remaining three errors because it did 

not agree that it had made the billing errors.  As a result of these errors, the Hospital received 

overpayments of $59,985.  

 

BILLING ERRORS ASSOCIATED WITH OUTPATIENT CLAIMS 

 

The Hospital incorrectly billed Medicare for 25 of the 82 sampled outpatient claims, which 

resulted in overpayments of $108,471. 

 

                                                           
2 The Hospital may be able to bill Medicare Part B for all services (except for services that specifically require an 

outpatient status) that would have been reasonable and necessary had the beneficiary been treated as a hospital 

outpatient rather than admitted as an inpatient.  We were unable to determine the effect that billing Medicare Part B 

would have on the overpayment amount because these services had not been billed and adjudicated by the Medicare 

administrative contractor prior to the issuance of our report. 
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Incorrectly Billed Cochlear Implants 

 

The Medicare National Coverage Determination Manual states that cochlear implants are 

covered for individuals who demonstrate limited benefit from amplification and meet other 

selection guidelines.  Limited benefit from amplification is defined by hearing test scores equal 

to or less than 40 percent correct (Pub. No. 100-03, chapter 1, § 50.3).  Additionally, Medicare 

payments may not be made to any provider of services or other person without information 

necessary to determine the amount due the provider (the Act, § 1833(e)). 

 

For 2 of the 82 sampled outpatient claims, the Hospital billed Medicare for cochlear implants 

that did not meet Medicare coverage requirements:   

 

 For one claim, a patient scored 42 percent correct on a hearing test.  The Hospital billed 

for a cochlear implant.  Hospital officials stated that the Hospital had relied on the 

treating physician’s medical judgment that the procedure was medically necessary. 

 

 For another claim, the medical records did not contain hearing test documentation.  

Hospital officials stated that the hearing test had been performed but that the test 

documentation was not scanned into the medical record because of human error or 

technical scanning errors.  

   

As a result, the Hospital received overpayments of $56,203.  

 

Incorrectly Billed Number of Units 
 

The Manual states:  “The definition of service units … is the number of times the service or 

procedure being reported was performed” (chapter 4, § 20.4).  

 

For 21 of the 82 sampled outpatient claims, the Hospital submitted claims to Medicare with the 

incorrect number of units of surgical procedures.  Hospital officials stated that the Hospital had 

incorrectly billed the claims because of human error.  As a result, the Hospital received 

overpayments of $30,577.  

 

Incorrectly Billed Outpatient Services With Modifier -50 

 

The Manual states that modifier -50 is used to bill for bilateral surgical procedures performed 

during the same operating session as a single line item on a claim (chapter 4, § 20.6.2).   

 

For 1 of the 82 sampled outpatient claims, the Hospital billed an ear surgery with modifier -50.  

However, the medical record indicated that surgery was performed on only one ear.  Hospital 

officials stated that the Hospital had incorrectly billed the claim because of human error.  As a 

result, the Hospital received an overpayment of $12,844. 
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Incorrectly Billed Duplicate Service 

 

The Manual states:  “In order to be processed correctly and promptly, a bill must be completed 

accurately” (chapter 1, § 80.3.2.2).  

 

For 1 of the 82 sampled outpatient claims, the Hospital billed for services that it had billed 

previously.  Hospital officials stated that the Hospital had incorrectly billed the claim because of 

human error.  As a result of this error, the Hospital received an overpayment of $8,847.  

 

OVERALL ESTIMATE OF OVERPAYMENTS 

 

On the basis of our sample results, we estimated that the Hospital received overpayments of at 

least $1,650,592 for the audit period. 

 

RECOMMENDATIONS 

 

We recommend that the Hospital: 

 

 refund to the Medicare program $1,650,592 in estimated overpayments for claims that it 

incorrectly billed and 

 

 strengthen controls to ensure full compliance with Medicare requirements.  

 

HOSPITAL COMMENTS AND OFFICE OF INSPECTOR GENERAL RESPONSE 

 

In written comments on our draft report, the Hospital generally agreed that 33 of the 51 claims 

reflect billing errors and disagreed with our determinations on the remaining 18 claims, stating 

that they were billed appropriately.  

 

Specifically, the Hospital disagreed that it had incorrectly billed 15 claims as inpatient for 

beneficiary stays that should have been billed as outpatient or outpatient with observation 

services, and it disagreed that it had billed for incorrect diagnosis codes on three claims.  

 

Although the Hospital disagreed with our determinations on the 18 claims, it stated that it will 

submit revised claims to its Medicare Administrative Contractor using the codes and 

classifications we recommended and seek Medicare Part B reimbursement for the services 

provided.  

 

The Hospital’s comments are included in their entirety as Appendix E  

 

After reviewing the Hospital’s comments, we maintain that our findings and recommendations 

are valid.  
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APPENDIX A:  AUDIT SCOPE AND METHODOLOGY 

 

SCOPE 

 

Our audit covered $10,133,506 in Medicare payments to the Hospital for 1,078 claims that were 

potentially at risk for billing errors.  We selected for review a stratified random sample of 158 

claims with payments totaling $2,397,344.  These 158 claims consisted of 76 inpatient and 82 

outpatient claims and had dates of service in the audit period.  

 

We focused our review on the risk areas identified as a result of prior OIG reviews at other 

hospitals.  We evaluated compliance with selected billing requirements and submitted 70 

inpatient claims to an independent contractor for focused medical review to determine 

whether the services met medical necessity and coding requirements.  

 

We limited our review of the Hospital’s internal controls to those applicable to the inpatient 

and outpatient areas of review because our objective did not require an understanding of all 

internal controls over the submission and processing of claims.  We established reasonable 

assurance of the authenticity and accuracy of the data obtained from the NCH file, but we 

did not assess the completeness of the file. 

 

This report focuses on selected risk areas and does not represent an overall assessment of 

all claims submitted by the Hospital for Medicare reimbursement.  

 

We conducted our fieldwork from September 2013 through August 2014. 

 

METHODOLOGY 

 

To accomplish our objective, we: 

 

 reviewed applicable Federal laws, regulations, and guidance; 

 

 extracted the Hospital’s inpatient and outpatient paid claims data from CMS’s NCH file 

for the audit period;  

 

 obtained information on known credits for replaced cardiac medical devices from the 

device manufacturers for the audit period; 

  

 used computer matching, data mining, and other data analysis techniques to 

identify claims potentially at risk for noncompliance with selected Medicare 

billing requirements;  

 

 selected a stratified random sample of 158 claims (76 inpatient and 82 outpatient) totaling 

$2,397,344 for detailed review (Appendix B);    

 

 reviewed available data from CMS’s Common Working File for the sampled claims 

to determine whether the claims had been cancelled or adjusted; 
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 reviewed the itemized bills and medical record documentation provided by the 

Hospital to support the sampled claims; 

 

 requested that the Hospital conduct its own review of the sampled claims to determine 

whether the services were billed correctly;  

 

 used an independent medical review contractor to determine whether 70 sampled claims 

met medical necessity and coding requirements;  

 

 discussed the incorrectly billed claims with Hospital personnel to determine the 

underlying causes of noncompliance with Medicare requirements; 

 

 calculated the correct payments for those claims requiring adjustment; 

 

 used the results of the sample review to calculate the estimated Medicare overpayments to 

the Hospital (Appendix C); and  

 

 discussed the results of our review with Hospital officials. 

 

We conducted this performance audit in accordance with generally accepted government 

auditing standards.  Those standards require that we plan and perform the audit to obtain 

sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 

based on our audit objectives.  We believe that the evidence obtained provides a reasonable basis 

for our findings and conclusions based on our audit objectives.  
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APPENDIX B:  SAMPLE DESIGN AND METHODOLOGY 

 

POPULATION 
 

The population was inpatient and outpatient claims paid to the Hospital for services provided to 

Medicare beneficiaries during the period January 1, 2011, through September 30, 2012 (audit 

period). 

 

SAMPLING FRAME 
 

According to CMS’s NCH data, Medicare paid the Hospital $259,369,917 for 25,765 inpatient 

and 233,684 outpatient claims for services provided to beneficiaries during the audit period.  

 

We obtained from NCH a database of claims for the audit period data totaling $176,783,247 for 

14,616 inpatient and 39,078 outpatient claims in 28 high-risk areas.  From the 28 high-risk areas, 

we selected 7 that consisted of 12,445 claims totaling $102,881,951 for further review. 

 

We performed data analysis of the claims within each of the seven risk areas.  For risk areas 

three and four (see chart, next page), we removed claims with payment amounts of less than 

$3,000.  For risk area two, we removed claims with payment amounts of less than $10,000 over 

the charged amount. 

 

We then removed the following: 

 

 $0 paid claims, 

 

 claims that were under review by the Recovery Audit Contractor, and 

 

 duplicated claims within individual risk areas. 

 

For duplicated inpatient claims, we assigned each claim that appeared in multiple risk areas to 

just one area based on the following hierarchy:  Manufacturer Credits for Replaced Medical 

Devices, Claims Paid in Excess of Charges, Claims Billed With High-Severity-Level DRG 

Codes, and Short Stays.  For duplicated outpatient claims, we used the following hierarchy:  

Manufacturer Credits for Replaced Medical Devices, Claims With Payments Greater Than 

$25,000, and Surgeries Billed With Units Greater Than One.  This resulted in a sampling frame 

of 1,078 unique Medicare claims in 7 risk areas totaling $10,133,506. 
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SAMPLE UNIT 
 

The sample unit was a Medicare paid claim. 

 

SAMPLE DESIGN 
 

We used a stratified random sample.  We stratified the sampling frame into seven strata based on 

the risk area.   

 

SAMPLE SIZE 
 

We selected 158 sample claims for review as follows: 

 

Stratum Risk Area 
Claims in 

Sampling 

Frame 

Claims 

in 

Sample 

1 Inpatient Manufacturer Credits for Replaced Medical Devices 6 6 

2 Inpatient Claims Paid in Excess of Charges 5 5 

3 Inpatient Claims Billed With High-Severity-Level DRG Codes 226 35 

4 Inpatient Short Stays 734 30 

5 Outpatient Manufacturer Credits for Replaced Medical Devices 15 15 

6 Outpatient Claims With Payments Greater Than $25,000 55 30 

7 Outpatient Surgeries Billed With Units Greater Than One 37 37 

 
   Total 1,078 158 

 
 
SOURCE OF RANDOM NUMBERS 
 

We generated the random numbers using the Office of Inspector General, Office of Audit 

Services (OIG/OAS), statistical software. 

 

 

 

 

Risk Area 
Number of 

Claims 

Amount of 

Payments 
1.  Inpatient Manufacturer Credits for Replaced Medical Devices          6     $207,175 

2.  Inpatient Claims Paid in Excess of Charges          5    265,488 

3.  Inpatient Claims Billed With High-Severity-Level DRG Codes 

Codes 

          226   2,003,794 

4.  Inpatient Short Stays           734   5,588,410 

5.  Outpatient Manufacturer Credits for Replaced Medical Devices          15    219,726 

6.  Outpatient Claims With Payments Greater Than $25,000          55      1,620,247 

7.  Outpatient Surgeries Billed With Units Greater Than One                             37     228,666 

     Total  1,078 $10,133,506 
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METHOD FOR SELECTING SAMPLE UNITS 
 

We consecutively numbered the claims within strata 3, 4, and 6.  After generating the random 

numbers for these strata, we selected the corresponding frame items.  We selected all claims in 

strata 1, 2, 5, and 7. 

 

ESTIMATION METHODOLOGY 
 

We used the OIG/OAS statistical software to calculate our estimates.  We used the lower-limit 

of the 90-percent confidence interval to estimate the amount of improper payments in our 

sampling frame that were paid to the Hospital for claims in the audit period. 
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APPENDIX C: SAMPLE RESULTS AND ESTIMATES 
 

SAMPLE RESULTS 

 
 
 
 

Stratum 

 
Frame 

Size 

(Claims) 

 
 

Value of 

Frame 

 

Sample

Size 

 
 

Value of 

Sample 

Number of 

Incorrectly 

Billed 

Claims in 

Sample 

 
Value of 

Overpayments 

in Sample 

1 6 $207,175 6 $207,175 0 

 
             $0 

2 5 265,488 5 265,488 3       99,845 

3 226 2,003,794 35 327,562 14     111,504 

4 734 5,588,410 30 281,692 9       76,427 

5 15 219,726 15 219,726 1         8,847 

6 55 1,620,247 30 865,196 3       69,047 

7 37 228,666 37 230,505 21       30,577 

Total 1,078 $10,133,506 158 $2,397,344 51 $396,247 

 

ESTIMATES 
 

Estimates of Overpayments for the Audit Period 

(Limits Calculated for a 90-Percent Confidence 

Interval) 

 
Point estimate $2,729,190 

Lower limit $1,650,5923 

Upper limit $3,876,835 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
3 In accordance with OAS policy, we did not use the results from Stratum 6 in calculating the estimated 

overpayments.  Instead, we added the actual overpayment from Stratum 6 ($69,047) to the lower limit ($1,581,545), 

which resulted in an adjusted lower limit of $1,650,592.  
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APPENDIX D:  RESULTS OF REVIEW BY RISK AREA 

 
 

 
 

Risk Area 

 
Sampled 

Claims 

 
Value of 

Sampled 

Claims 

 
Claims 

With 

Over- 

payments 

 
Value of  

Over- 

payments 

Inpatient     

Inpatient Claims Billed With High-

Severity-Level DRG Codes   35*    327,562 14         111,504 

Inpatient Claims Paid in Excess of 

Charges 5*    265,488 

 
3           99,845 

Inpatient Short Stays  30*    281,692 9           76,427 

Inpatient Manufacturer Credits for 

Replaced Medical Devices            6   $207,175 0                 $0 

Inpatient Totals 76 $1,081,917 26 $287,776 

     

Outpatient 
    

Outpatient Claims With Payments       

Greater Than $25,000  30             865,196 3             69,047 

Outpatient Surgeries Billed With 

Units Greater Than One                            37             230,505 21             30,577 

Outpatient Manufacturer Credits    

for Replaced Medical Devices  15           $219,726 1               8,847 

Outpatient Totals   82        $1,315,427 25        $108,471 

     

Inpatient and Outpatient 

Totals 158 $2,397,344 51         $396,247 
 
* We submitted these claims to an independent contractor for focused medical review to determine whether the 

services met medical necessity and coding requirements. 

 

Notice: The table above illustrates the results of our review by risk area. In it, we have organized inpatient and 

outpatient claims by the risk areas we reviewed. However, we have organized this report’s findings by the types of 

billing errors we found at the Hospital. Because we have organized the information differently, the information in 

the individual risk areas in this table does not match precisely with this report’s findings.  
 

 

  



APPENDIX E: HOSPITAL COMMENTS 


~Ochsner· 

Medica l Center 

November 2L 2014 

Ms. Patricia \Vhcdcr 
Regional Inspector General for Audit Services 
Office oflnspector General 
Office of Audit Services, Region VI 
1100 Commerce Street, Room 632 
Dallas, Texas 75242 

Re: 	 Report Number A-06-13-00042 

Response ofOchsner Medical Center 


Dear :tvls. \\7heeler: 

Ochsner .'viedical Center ("Ochsner") is in receipt o f the dmft report provided by the U. S. 
Department of Health and Human Services, Office of Inspector General ("OIG") dated October 
22, 2014, entitled t\Jedicare Compliance Review of Ochsner A.fedical C enter for the Period 
January 1. 2011 Th rough September 30. 2012 (Report N umber A-06-13-00042). \Ve appreciate 
the opportunity to review and respond to OJG's draft report and to illustrate Ochsner's strong 
intemal controls, continual process optimi7.ation and overall commitment to compliance. 

RACK GROUND 

Ochsner is proud or our long hi story or providing high quality, compassionalt; care lo our 
patients, their families and our community. As a result of that long-standing culture of providing 
quality patient care, •.ve are equally dedicated to cultivating and maintaining our culture of 
compliam;t;_ Ochsnt:r is commitlt:d lo complying wi lh lht: rt:gulations and standards governing 
Federal health care programs, and we continually strive to strengthen and optimi7.e our intemal 
controls and processes to ensure that we are working proactively to minimi7e and mitigate the 
risk or inadvt:rlt:nl t:rrors. As oullint:d hdow, whert; opporlunitit:s lllr improvt:tnenl an: 
id~mlilit;d. Ochsnt;r implt:ni<mls plans or corrt:clion, including rt:vising claims m t;ITor, 
strengthening intemal contro ls, providing additional education and improving worktlow 
t:llkit:ncit;s. 
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RECOMMENDATIONS, FINDINGS A~D COYIME~TS 

OIG Rel~mnmendations 

\V e recommend that the Hospital: 

• 	 reflmd to the :Medicare program Sl.G50,592 in estimated overpayments for claims that it 
incorrectly billed and 

• 	 strengthen controls to ensure full compliance with =-.1edicare requirements. 

Ochsner Comments 

Ochsner is committed to submitting accurate claims to the Medicare program, and we will 
continue to focus our efforts on reviewing and optimizing our processes impacting claims 
submissions , induding auditing, monitoring, continued and focused edu...:alion and workllow 
analysis. 

We reviewed OIG' s draft findings in detaiL With respect to the 51 claims that OIG deemed to 
be billed in error, we generally agree that 33 of these claims reflect billing errors, but we 
respectfully contend that the remaining 18 claims were billed appropriately. Notwithstanding the 
latter disagreement, Ochsner has made the decision to re-submit to its Medicare Administrative 
Contractor ("IviAC") all of the 51 claims, using the codes/classifications recommended by OIG. 
After the completion of this re-billing process, Ochsner will pay to =-.fedicare the difference 
between $1,650.592 (OIG ' s estimated overpayment amount) and the amount Ochsner refunds to 
its MAC through the re-billing process. Until that re-billing process is completed, and depending 
on its results, Ochsner will not have identified or quantified any overpayments associated •vith 
these 51 claims. Please note that nothing herein should be deemed an admission by Ochsner of 
any regulatory violation. 

As discussed previously with OIG and as outlined below, Ochsner implemented many controls 
during the time period between September 30, 2012 (i.e., the end-date of 01G's review period) 
and Septemb er G, 2013 (i.e., when OIG began this review). For example, in ::.lovember 2012, 
Ochsner implemented a new electronic health record and billing system. As part of that system 
integration, many enhanced controls, processes and worktlows were in place before 010 began 
its review in September 2013. As discussed previously with OlG and as outlined below. 
Ochsner has tal(en t!J.is opportmJ.ity to further strengthen internal controls designed to reduce the 
1isk of enm·s with Medicare requirements. 

Ochsner continually works to strengthen controls related to compliance with ~1edicare billing 
requirements. Accurate claims submission is a primary component of our compliance program. 
While we may respectfully disagree with a few of the t1ndings identified hy 010, Ochsner 
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acknowledges the recommendations outlined by OIG, and, as sumnwrized in our responses 
below, we have already ~tmtcd implementing those recommendations. Ochsner appreciates 
every opportunity to improve our processes, as well as the opportunity to outline our cft'mts and 
respond to the ilndings in OIG'~ dra.il report. 

Inwrred{Jl Billet! as Inpatient Services 

OIG Findin~s 

For 17 of the 76 sampled inpatient daims, the Hospital im:orreclly billed Medicare Pari A for 
bendiciary slays tl1al. should have been billed as oulpalienl or outpalienl with observation 
services. Hospital oilicials staled !hal ilic Hospital had billed 2 of the 17 claim~ incorrectly 
because of human error. The Hospital did nul provide a cause for the remaining 15 errors 
because it did nul agree that it had made these billing errors. Additionally, Hospital officials 
slated that the Hospital reli<:d on lh<: treating physician~· clinical judgment, extemal physician 
advisors and a screening tool its case management staff used in determining the appropriate level 
of care it should bill. As a result of iliese errors, the Hospital received overpa}menls of 
$227,791. 

Ochsner Comments 

Ochsner concurs with OIG's findings on 2 of the 17 identified errors and is submitting revised 
claims to our MAC seeking Medicare Part 13 reimbursement for services provided to these 2 
patients. Ochsner notes that in both instances the health care services provided were medically 
necessary, reasonable and appropriate for each patient; ho\vev er, in both instances, Ochsner 
agrees that the applicable medical records did not contain sufficient documentation to support 
bills to Medicare for the patients' treatment in an inpatient setting. 

With respect to the remaining 15 OIG identified errors, Ochsner respectfully disagrees with 
OIG ' s findings for the reasons outlined below. 1\evertheless, Ochsner has submitted revised 
claims to our :..fi\.C seeking lvledicare Part B reimbursement for services provided to these 15 
patients. 

Ochsner notes that OIG did not dispute the necessity of the care provided to our patients. We are 
confident that Ochsner consistently provides high quality, excellent and medically necessary 
patient care servic es, always in the best interest of our patients. Ochsner adamantly supports our 
physicians' skill, expertise and knowledge in detennining the appropriate course of treatment for 
our patients, and we are pleased that neither d1e course nor quality ofmedical treatment for these 
patients was in question. The internal controls we have implemented around inpatient 
admissions and level of care assignments exist to a.~sist and support, not to replace or supersede, 
our treating physicians' clinical judgment and complex decision-making in treating our patients. 
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Ochsner's intcmal controls goveming inpatient admissior1~ and the hospital setting in which 
patient care is provided includes usc of lntcrQual screening criteria as a guide hy our case 
managers throughout the patient stay to a.~sist in dctem1ining the appropriate patient care setting, 
availability of ~m cxli.:mal physicilin advisor lor consultation lind collaboration, and post­
discharge, pre-bill secondary case manager chart review for inpatient stays of2 days or less. 

In treating each of these 15 patients, Ochsner's intem<~l controls as outlined above were 
lollowct~ did not htil and were nol ddicicnL In htct, the medical records lor 14 of these 15 
patients contain documented supp01t ti·om an cxtemal physician advisor for our Och~ner 
physician's original inpatient admission order. In each of these 14 cas es, Ochsn~r's medical 
record contains ducwnenl.<~tion l11<~l two physici<~ns (Ochsner physician and exkm<~l physician 
advisor) imkp'-ndcntly supported the pati..:nt's tn:atmcnt in an inpatient setting based on the 
patient ' s medical wndition al th~ time of assessment. 

A~ outlined in the :\.fedicare Bendit Policy lvianual, CMS ack.nowkdg~:s the complex medical 
judgment required for physicians to make admissions determinations: 

"The physician or other praditioner responsible fur a patient's .:are at the hospital is also 
responsible for deciding whether the patient should be admitted as an inpatient...the 
deci sion to admit a patient is a complex medical judgment which can be made only after 
the physiL:ian has considered a numb~r of fadors, induding the patient's mediL:al history 
and current medical needs, the types of facilities available to inpatients and to outpatients, 
the hospital's by-laws and admissions policies, and the relative appropriateness of 
treatment in each setting." 

Medicare B enefit Polley Afanual, Ch. 1, ~10. Ochsner relies on the expertise, skill and training 
of our physicians in making these complex patient care decisions and in detem1ining the 
appropriate course of treatment for our patients. 

As mentioned above, during the time of review, Ochsner had appropriate and effective intemal 
controls and workflow processes in place to prov ide patient care in the appropriate hospital 
setting. Ochsner continues to provide ongoing education, training and monitoring for individuals 
involved in assessing and detem1ining patient level of care. As a result of ongoing process 
improvement initiatives and with the introduction of the new 2-midnight mle. Ochsner has 
enhanced its internal controls and workflows related to level of care assignments, conducted 
education for our providers, as well as case management and utilization management staff, 
involved in these assessments, and developed an internal physician utilization management 
advisor program. Further, Ochsner is developing several new initiatives to mitigate the risk of 
error in level of care assignment, including optimizing our electronic health record workflows to 
further support physician documentation etTorts. 
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TI1c results of this review have been shared with the hospital and physician leaders responsible 
tor utilization and cmc management worktlows, and multi-disciplinary education on the 
worktlow process for consultation with our physician ad-visors is ongoing. Ochsner's 
compli!in~.:c dcpartm..:nt is curr..:nlly working with hospital and physici~m lc!!Lkrship to develop a 
process to fmthcr share review results and create additional oppmtlmitics for auditing =d 
monitoring these processes. 

Incorrect{p Billed Dwgnosis-Related Group Codes 

OIG Fimlin~s 

For 9 ofth..: 76 sampled inpatient claims, the Hospital bill..:d 1kdic!lrc for im;om;~.:t DRG codes. 
For these daims, the Hospital used an incorrect diagnosis code to determine the DRGs. 

Hospital o1Ii~.:i!ils stated that the Hospital had billed six or the nine claims in~.:orrectly because or 
human error. TI1e Hospital did not provide a cause for the remaining three errors because it did 
not agree that it had made the billing errors. ~ a result of these errors. the Hospital received 
overpayments of$59,985. 

Ochsner Comments 

Ochsner concurs with OIG 's findings on 6 of the 9 identified errors and respectfully disagrees 
with OIG ' s detennination on the remaining 3 claims. Ochsner recognizes that coding 
assignment is a process that can be open to coder interpretation of complex physician 
documentation and the coding guidelines available to the coder at the time of review. Ochsner 
researched each of these 9 claims thoroughly and concluded with confidence that there are no 
trends or commonalities attributable to the claims or the findings, based on the nature of the 
claims, different treatment processes, or varying levels of coder experience. Ochsner attributes 
these findings to individual coder error and misapplication of coding guidelines. For that reason, 
we have revised and resubmitted each of the 9 claims to our MAC. 

Ochsner has numerous intemal controls to ensure accurate and appropriate DRG coding: highly 
qualified and experienced hospital coders and clinical documentation improvement ("CDI") 
nurses, objective workflow assessments, senior level hospital coding leadership and expertise, 
departmental focus on education and corrective actions and routine internal departmental reviews 
to ensure continuous process improvement. 

Additionally, the hospital coding and CDI departments work collaboratively to develop and 
present ongoing education to the: coding and CDI staff based on review results, industry trends. 
education needs-a.~sessments or changes to coding guidelines. The results of this review has 
been shared with department leadership, and the: hospital coding Senior Consultant has 
developed and presented .:::ducation to both the hospital coding lmd CDI departments based on 
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key items identified during this review. Ochsner's compliance department is ctm-cntly working 
with the hospital coding and CDT teams to develop a process to futther share review results and 
identify additional ways to enhance the existing robust rnonitming processes where the groups 
c~m collaborate. 

Im:orred{Jl Billet! Coclzlear Implants 

OIG Findin~s 

For 2 of the 82 sampled outpatient claims, the Hospital billed Ivft:dicare for cochle<1r implants 
lhal t.lid not mt:el .\1edic<1re covt:rage requiremenl:;: 

• 	 For one claim, a patient scored 42% correct on a hearing test. Th.:: Hospital billed for a 
cochlear implant. Hospital officials stated that the Hospital had relied on the treating 
physician's medical judgment that the procedure was medically necessary. 

• 	 for another claim, the medical records did not contain hearing test documentation. 
Ilospital officials stated that the hearing test had been perfonned but that the test 
documentation was not scanned into the medical record because of human error or 
teclmical scanning errors. 

Ochsner Comments 

Ochsner concurs with OIG's technical findings with respect to these 2 isolated claims and has 
submitted revised claims to our MAC. Ochsner asserts, however, that the medical records 
associated with these two claims. when viewed in their entirety, support the medical necessity of 
the services rendered. \Ve support the medical expertise and clinical decision making of our 
treating physicians in perfonning these procedures. As mentioned previously, Ochsner 
implemented our new electronic health record in I\ovember 2012 (after the review period). and 
audiograms an:: now dectronically recorded in the electronic health record. which mitigates the 
risk of future error. Additional education, monitoring and process optimization has been 
implemented by the clinical department to further mitigate these types of risks in the tl.1ture. 

lncnrreel{l' Billed Number nJUnils 

OIG Findings 

For 21 of the X2 sampled outpatient claims, the Hospital submitted claims to rvledicare with the 
incorrect number of units of surgical procedures. Hospital oftlcials stated that the Hospital had 
incorrectly billed the claims because of human error. As a result, the Hospital received 
overpayments of $30,577. 
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Ochsner Conunents 

Ochsner concur~ with OlG'~ finding with respect to these claims and ha~ submitted adjusted 
claims to our MAC. During the review period, O<:hsner had automated sy~li.:m-cdits in pla<:<: to 
identify claims containing multiple surgical time rmits and convert them into one procedure unit. 
Tn some of these instances, however, not all components required f{)r the system-edit to launch 
were on U1e ~ame code line, and the edit did not fum:tion as intended. In the remaining instances, 
ilie edit functioned corn::clly~ however, the individuals tasked with re<:onciling the daim 
following the edit notification did not reconcile them appropriately to prevent the claim from 
<:ontaining multiple units. 

Ochsner has imph.:mcntcd several mca~urcs to address thcsc isolalcd crroTh ami minimizc risk of 
error in the future, one ofwhi~:h was adiva!ed in late 2012 with Ochsner' s new d~;;dronic healili 
record. Ochsner abo created an automated, po~H::oding, pre-billing system-edit to alert. our 
billing st<~ll' wlu:n outp<~tienl Medic<~re claims conl<~in certain revenue codes combined with rmits 
greater than one. Additionally, •ve developed a regularly scheduled exception report to monitor 
the eiTediveness of the system-edit !hal allows us to review , monitor and deled these types of 
errors qui~:kly . Both th.: system-edit and the automated ex~: <:ption report trigg<:r second<~ry 
billing and coding quality reviews that result in opportunities for real-time feedback and 
education for our billing staff. 

Inc.orrecr~r Billed OutpatieJlt Services with ,t/odifier -50 

OIG Findings 

For 1 of the 82 sampled outpatient claims. the Hospital billed an ear surgery with modifier -50. 
However, the medical record indicated that surgery was perfonned on only one ear. Hospital 
officials stated that the Hospital had incorrectly billed the claim because of human error. i\s a 
result, the Hospital received an overpayment of$12, 844. 

Ochsner CoJillnents 

Ochsner concurs with OIG ' s finding with respect to this isolated claim and has submitted an 
adjusted claim to our MAC. h1 addition to adjusting this claim, Ochsner implemented a 
sustainable process improvement to mitigate this risk of error in the future. This inadvertent 
error resulted from a manual coding process where a bilateral modifier -50 was applied to a 
single procedure. 

i\s a result of the single error identified in this review, Ochsner created an automated, post­
coding, pre-hilling system-edit to alert our billing statT when bilateral procedure codes and 
revenue codes contain cont1icting units in the same claim. Additionally. Ochsner developed a 
regularly scheduled exception report to monitor the system-edit, which allows us to review, 
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monitor and detect these types of errors quickly. Both the system-edit and the automated 
exception report trigger a secondary coding and hilling quality review wi t h opportunities for 
real-time feedback and education. To fmther suppmt this sustainable process opt imization, our 
compli!incc ami rev"nuc cydc departments have provided cducation to the applicable coding ~md 
billing staff and have instituted a monitoring component of this automated workflow, resulting in 
generation of periodic exception rcpmts t()r process review and claim validation. 

Incorrect{p Billed Duplicate Sen•ice 

OIG Fimlin~s 

For 1 of the 82 s~m1plcd outpatient claims, the Hospital billed lor services that it had billed 
previously. Hospital offiL:ials stated that the Hospital had incorrectly billed the daim because of 
hum!ln error. As a result of this error. the Hospital received an overpayment of $8,847. 

Ochsner Comments 

Ochsner concurs with OIG's finding with respect to this isolatt:d daim and has aL~justed this 
claim with our MAC. This isolated error relates to technical processes that occur when late 
charges are applied to a bill that requires aqjustments to the type of bill submitted. During the 
time of review, Ochsner's process for changing the type of bill, while in accordance with CMS 
billing guidelines, was a manual process, rather than an automated one. h1 Kovember 2012 (after 
the review period). Ochsner su ccessfully implemented a new electronic health record and billing 
system. As a result, these billing edits are now automated, and the current claim processing 
workflows mitigate the risk of this error. To further support this sustainable process 
optimization, our compliance and revenue cycle departments have provided focused education to 
the applicable coding and billing staff and have instituted a monitoring component of this 
automated workflow, resulting in the generation of periodic exception reports for process review 
and claim validation. 

CO!\"CLUSION 

Ochsner is committed to meeting and exceeding our compliance responsibilities and obligations 
and appreciates this opportlmity to learn from the ikms reviewed. In analyzing the claims 
cho sen for tllis review, Ochsner identified additional opportunities to strengthen internal 
controls, which have already been implemented. Ochsner will continue to monitor and review 
lvledicar.:: billing related to thes.:: issues and oth.::rs outlined by OlG. 

We will continue to use the constmctive feedback received during this review process in our 
ongoing process improvement efforts. As part of our routine action planning etTort~. Ochsner 
shared the results oftllis review with hospital administrative and physician leadership, as well as 
with leaders and staff in the applicable revenue cycle, coding. case management, clinical 1md 
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compliance dcpatiments. Fmiher, re-education has been provided to Ochsner depatimcnts 
involved in the documentation, communication and hilling of the~c claim~, and we arc 
developing plans for continuing education. Existing applicable policies and procedures were 
reviewed, updated and l.Mam:..:d, as needed, and new process<:s have b..:en implemented to 
fmihcr strcngtl1en om intemal control system around these Medicare billing regulations. As 
noted previously, Ochsner is working with our fvfAC to revise and adjust the claims discussed 
and resolve lhe resulling estimated overpayment. Finally, to underscore our org<miz<~lional 
L:ommitmcnt to complianL:..:, we shared the rcsulls of this review <~ml details of our <:orrcdive 
actions with members of the audit and oversight committee of our board of directors. 

Ochsner sim:erdy appreciates tl1e opportunity to review lind respond to the dr<~il audit report, <~ml 
we beli<:vc our n.:mediation dlorts have already signilh:anlly mitigated <~nd minimized the risk 
and likelihood of similar issues in the fulun~. \\'e appreeiale the courtesy, cooperation and 
professionalism demonstrated by OIG Audit StaiT during the course of this review. 

Should you have any questions or require additional information related to Ochsner' s compliance 
eiTorts, please fed free to contact me. 

Sincerely yours, 

/Eden C. Ezell/ 

Eden C. Ezell, JD, MBA, CHC 
VP & ChiefCompliance Officer 
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