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DEPARTMENT OF HEALTH AND HUMAN SERVICES        Office of Inspector General  
                         Office of Audit Services 

                         REGION IV 
                    61 Forsyth Street, S.W., Suite 3T41 
                             Atlanta, Georgia  30303 
November 18, 2003 

ber:  A-04-03-01002 

ge  
hief Executive Officer 
rsity Boulevard South 
, Florida  32216 

heredge: 

d report provides the results of our Review of the Outpatient Cardiac Rehabilitation 
emorial Hospital Jacksonville.  This review was in response to Centers for 

 Medicaid Services request for Office of Inspector General assistance in determining 
patient cardiac rehabilitation programs meet the current requirements outlined in the 
overage Issues Manual (Section 35-25). 

 objective of our review was to determine whether Medicare properly reimbursed 
ospital Jacksonville (Hospital) for outpatient cardiac rehabilitation services.  
, we determined whether the Hospital’s policies and procedures reflected Medicare 
bilitation coverage requirements for direct physician supervision, “incident to” 
d Medicare covered diagnoses; and, payments to the Hospital for outpatient cardiac 
n services provided to Medicare beneficiaries during calendar year (CY) 2001 were 
e covered diagnoses, were supported by adequate documentation, and were otherwise 
r reimbursement. 

ysician supervision is assumed to be met in an outpatient hospital department and 
l designated a physician to supervise the services provided through its cardiac 
n program, we found no documentation to support physician supervision during 
sions.  Further, contrary to current Medicare requirements, we could not identify the 
rofessional services to which the cardiac rehabilitation services were provided 
.”  In addition, from our specific claims review for Medicare covered diagnoses, 
, and documentation for the sample of 30 beneficiaries receiving outpatient cardiac 
n services during CY 2001, we determined that the Hospital received $2,123 in 
imbursement for: 

ices where the diagnoses establishing the patients’ eligibility for cardiac 
bilitation may not have been supported by medical records (5 beneficiaries); 

lowable Phase III outpatient cardiac rehabilitation services (1 beneficiary); and 

iple units of service for a single cardiac rehabilitation visit (1 beneficiary). 
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We recommend that the Hospital: (1) work with First Coast to ensure that the Hospital's 
outpatient cardiac rehabilitation program is being conducted in accordance with the Medicare 
coverage requirements for direct physician supervision and for services provided "incident to" a 
physician's professional service; (2) work with First Coast to establish the amount of repayment 
liability for services, identified as $2,123, provided to beneficiaries where medical 
documentation may not have supported Medicare covered diagnoses and for services not 
otherwise allowable; (3) implement controls to ensure Phase III cardiac rehabilitation services 
are not billed as Phase TI services; and, (4) implement controls to ensure only one unit of service 
per beneficiary is billed for each cardiac rehabilitation session. 

Final determination as to actions taken on all matters reported will be made by the Department of 
Health and Human Services (HHS) action official named below. We request that you respond to 
the HHS action official within 30 days from the date of this letter. Y o u  response should present 
any comments or additional information that you believe may have a bearing on the final 
determination. 

In accordance with the principles of the Freedom of Information Act, (5 United States Code 552, 
as amended by Public Law 104-23 I), Office of Inspector General reports are made available to 
members of the public to the extent information contained therein is not subject to exemptions in 
the Act (see 45 Code of Federal Regulations Part 5). 

If you have any questions or comments about this report, please contact Don Czyzewski, Audit 
Manager, at 305-536-5309, extension 10. To facilitate identification, please refer to report 
number A-04-03-0 1002 in all correspondence relating to this report. 

Sincerely, 

Charles J. curtis- 
Regional Inspector General 

for Audit Services, Region IV 

Enclosures - as stated 

Direct Reply to HHS Action Official: 

Rose Crum-Johnson, Regional Administrator 
Centers for Medicare & Medicaid Services, Region IV 
Atlanta Federal Center 
61 Forsyth Street S.W., Room 4T20 
Atlanta, Georgia 30303 
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OAS FINDINGS AND OPINIONS 

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

 
 
 
 

 



 EXECUTIVE SUMMARY 
 
BACKGROUND 
 
This review is part of a nationwide analysis of Medicare reimbursement for outpatient cardiac 
rehabilitation services.  The analysis was requested by the Administrator of the Centers for Medicare & 
Medicaid Services (CMS) to determine the level of provider compliance with national Medicare 
outpatient cardiac rehabilitation policies. 
 
OBJECTIVE 
 
The overall objective of our review was to determine whether Medicare properly reimbursed Memorial 
Hospital Jacksonville (Hospital) for outpatient cardiac rehabilitation services.  Specifically, we 
determined whether: 
 

• the Hospital’s policies and procedures reflected Medicare cardiac rehabilitation coverage 
requirements for direct physician supervision, “incident to” services, and Medicare covered 
diagnoses; and 

 
• payments to the Hospital for outpatient cardiac rehabilitation services provided to Medicare 

beneficiaries during Calendar Year (CY) 2001 were for Medicare covered diagnoses, were 
supported by adequate documentation, and were otherwise allowable for reimbursement. 

 
RESULTS OF AUDIT 
 
Although physician supervision is assumed to be met in an outpatient hospital department and the 
Hospital designated a physician to supervise the services provided through its cardiac rehabilitation 
program, we found no documentation to support physician supervision during exercise sessions.  
Further, contrary to current Medicare requirements, we could not identify the physician professional 
services to which the cardiac rehabilitation services were provided “incident to.”  In addition, from our 
specific claims review for Medicare covered diagnoses, allowability, and documentation for the sample 
of 30 beneficiaries receiving outpatient cardiac rehabilitation services during CY 2001, we determined 
that the Hospital received $2,123 in Medicare reimbursement for: 
 

• services where the diagnoses establishing the patients’ eligibility for cardiac rehabilitation may 
not have been supported by medical records (5 beneficiaries); 

 
• unallowable Phase III outpatient cardiac rehabilitation services (1 beneficiary); and 
 
• multiple units of service for a single cardiac rehabilitation visit (1 beneficiary). 
  

It should be noted that the sample errors and Medicare payments are part of a larger statistical sample 
and will be included in a multistate projection of outpatient cardiac rehabilitation service claims not 
meeting Medicare coverage requirements.  We attribute these questionable services to weaknesses in the 
Hospital’s internal controls and oversight procedures.  Existing controls did not ensure that Phase III 
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cardiac rehabilitation services were not billed as Phase II services, and one unit of service per 
beneficiary per day was billed to Medicare for outpatient services. 
 
Our determinations regarding Medicare covered diagnoses were based solely on our review of the 
medical record documentation.  The medical records have not yet been reviewed by fiscal intermediary 
(FI) staff.  We believe that the Hospital’s FI, First Coast Service Options, Inc. (First Coast), should make 
a determination as to the allowability of the Medicare claims and appropriate recovery action. 
 
RECOMMENDATIONS 
 
We recommend that the Hospital: 
 

• work with First Coast to ensure that the Hospital’s outpatient cardiac rehabilitation program is 
being conducted in accordance with the Medicare coverage requirements for direct physician 
supervision and for services provided “incident to” a physician’s professional service; 

 
• work with First Coast to establish the amount of repayment liability for services, identified as 

$2,123, provided to beneficiaries where medical documentation may not have supported 
Medicare covered diagnoses and for services not otherwise allowable; 

 
• implement controls to ensure Phase III cardiac rehabilitation services are not billed as Phase II 

services; and 
  
• implement controls to ensure only one unit of service per beneficiary is billed for each cardiac 

rehabilitation session. 
 
HOSPITAL’S COMMENTS 
 
The Hospital indicated that it has adequate processes and systems in place to meet the physician 
supervision and “incident to” requirements.  In addition, it stated that Medicare policy for cardiac 
rehabilitation included no specific guidelines for expected documentation.  In both instances, the 
Hospital has agreed to work with First Coast to ensure compliance with the Medicare coverage 
requirements.  With regard to the sample results, the Hospital agreed with the billing errors and stated its 
billing procedures were modified accordingly.  In summary, it stated that it will work with First Coast to 
resolve issues as necessary. 
 
The Hospital comments are summarized at the end of the RESULTS OF AUDIT section of this report 
and are presented in their entirety as APPENDIX C. 
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OFFICE OF INSPECTOR GENERAL’S RESPONSE 
 
While we agree that the Hospital had designated a medical director for its outpatient cardiac 
rehabilitation program, and that emergency procedures were in place, we could not conclude that 
reliance on “Code Response Team” met the Medicare Coverage Issues Manual requirements for direct 
supervision when the medical director was unable to respond to an emergency.  While we would also 
acknowledge that Medicare’s instructions regarding “incident to” services are confusing, we did not find 
evidence of any hospital physician treating or assessing each beneficiary during the cardiac 
rehabilitation exercise programs, as required by the Medicare guidelines. 
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INTRODUCTION

 
BACKGROUND 
 
Medicare Coverage 
 
The Medicare program, established by Title XVIII of the Social Security Act (Act), provides 
health insurance to people aged 65 and over, the disabled, people with end stage renal disease, 
and certain others who elect to purchase Medicare coverage.  The Medicare program is 
administered by CMS.  CMS currently covers Phase II outpatient cardiac rehabilitation programs 
conducted in specialized, free-standing cardiac rehabilitation clinics and in outpatient hospital 
departments under the “incident to” benefit (section 1861(s)(2)(A) of the Act). 
 
Medicare coverage policy for cardiac rehabilitation services is found in section 35-25 of the 
Medicare Coverage Issues Manual.  Under Medicare, outpatient cardiac rehabilitation is 
considered reasonable and necessary only for patients with a clear medical need, who are 
referred by their attending physicians, and (1) have a documented diagnosis of acute myocardial 
infarction within the preceding 12 months; (2) have had coronary artery bypass graft surgery; 
and/or (3) have stable angina pectoris.  Services provided in connection with the cardiac 
rehabilitation program may be considered reasonable and necessary for up to 36 sessions, usually 
3 sessions per week in a single 12-week period.  Each cardiac rehabilitation session is considered 
to be one unit of service. 
 
Cardiac rehabilitation is provided by nonphysician personnel, who are trained in both basic and 
advanced life support techniques and exercise therapy for coronary disease, under the direct 
supervision of a physician.  Direct supervision means that a physician must be in the exercise 
area and immediately available and accessible for an emergency at all times the exercise program 
is conducted.  It does not require a physician to be physically present in the exercise room itself.  
For outpatient therapeutic services provided in a hospital, the Medicare Intermediary Manual 
states, “The physician supervision requirement is generally assumed to be met where the services 
are performed on hospital premises.” 
 
In order to be covered under the “incident to” benefit in an outpatient hospital department, 
services must be furnished as an integral, although incidental part of the physician’s professional 
service in the course of diagnosis or treatment of an illness or injury.  This does not mean that 
each occasion of service by a nonphysician need also be the occasion of the actual rendition of a 
personal professional service by the physician.  However, during any course of treatment 
rendered by auxiliary personnel, the physician must personally see the patient periodically and 
sufficiently often to assess the course of treatment and the patient’s progress and, where 
necessary, to change the treatment program. 
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Cardiac Rehabilitation Programs 
 
Cardiac rehabilitation consists of comprehensive programs involving medical evaluation, 
prescribed exercise, cardiac risk factor modification, education, and counseling.  Cardiac 
rehabilitation programs are typically divided into three phases, as follows: 
 

• Phase I.  Phase I rehabilitation is initiated in the acute convalescent period following a 
cardiac event during the hospital phase of treatment.  This phase of cardiac rehabilitation 
is considered part of the hospital stay and is covered as part of the Medicare diagnosis-
related group allowance for the hospital stay; 

 
• Phase II.  Phase II begins with a physician’s prescription (referral) after the acute 

convalescent period and after it has been determined that the patient’s clinical status and 
capacity will allow for safe participation in an individualized progressive exercise 
program.  This phase requires close monitoring and is directed by a physician who is on-
site.  Phase II outpatient cardiac rehabilitation is covered by Medicare; and 

 
• Phase III.  Phase III begins after completion of Phase II and involves a less intensively 

monitored aerobic exercise program.  Phase III level programs are considered 
maintenance and are not covered by Medicare. 

 
Medicare reimburses outpatient hospital departments for cardiac rehabilitation services under the 
outpatient prospective payment system.  Cardiac rehabilitation services are paid by a Medicare 
FI based on an ambulatory payment classification.  The FI for the Hospital is First Coast.  For 
CY 2001, the Hospital provided outpatient cardiac rehabilitation services to 74 Medicare 
beneficiaries and received $25,220 in Medicare reimbursements for these services. 
  
OBJECTIVE, SCOPE, AND METHODOLOGY 
 
Objective 
 
Our review is part of a nationwide analysis of Medicare reimbursement for outpatient cardiac 
rehabilitation services.  The analysis was requested by the CMS Administrator to determine the 
level of provider compliance with Medicare coverage requirements for outpatient cardiac 
rehabilitation services.  As such, the overall objective of our review was to determine whether 
Medicare properly reimbursed the Hospital for outpatient cardiac rehabilitation services.  
Specifically, we determined whether: 
 

• the Hospital’s policies and procedures reflected Medicare cardiac rehabilitation coverage 
requirements for direct physician supervision, “incident to” services, and Medicare 
covered diagnoses; and 

 
• payments to the Hospital for outpatient cardiac rehabilitation services provided to 

Medicare beneficiaries during CY 2001 were for Medicare covered diagnoses, were 
supported by adequate documentation, and were otherwise allowable for reimbursement. 

2 



Scope 
 
To accomplish these objectives, we reviewed the Hospital’s current policies and procedures and 
interviewed staff to gain an understanding of the Hospital’s management of its outpatient cardiac 
rehabilitation program and the billing procedures for cardiac rehabilitation services.  In addition, 
we reviewed the Hospital’s cardiac rehabilitation services documentation, inpatient medical 
records, referring physician referrals and supporting medical records, and Medicare 
reimbursement data for 30 beneficiaries who received outpatient cardiac rehabilitation services 
from the Hospital during CY 2001 as part of a multistate statistical sample.  Specifically, we 
reviewed the Hospital’s outpatient cardiac rehabilitation procedures for and controls over direct 
physician supervision, cardiac rehabilitation staffing, availability of advanced cardiac life 
support equipment, and documentation of services provided and billed to Medicare. 
 
The sample included 30 of 74 Medicare beneficiaries who received outpatient cardiac 
rehabilitation services from the Hospital during CY 2001.  We reviewed all Medicare paid 
claims for cardiac rehabilitation services provided to these 30 beneficiaries during CY 2001. 
 
Our audit was conducted in accordance with generally accepted government auditing standards. 
 
Methodology 
 
We compared the Hospital’s current policies and procedures for outpatient cardiac rehabilitation 
to national Medicare coverage requirements and FI local medical review policy, and identified 
any differences.  We documented how the Hospital’s staff provided physician supervision for 
cardiac rehabilitation services and verified that the Hospital’s cardiac rehabilitation program 
personnel were qualified in accordance with Medicare requirements.  We also verified the 
availability of advanced cardiac life support equipment in the cardiac rehabilitation exercise area. 
 
For each sampled beneficiary, we obtained the CY 2001 Medicare outpatient cardiac 
rehabilitation paid claims and lines of service and compared this data to the Hospital’s outpatient 
cardiac rehabilitation service documentation.  We reviewed the medical records maintained by 
the cardiac rehabilitation program to determine whether services were provided “incident to” a 
physician’s professional service.  We also verified the accuracy of the diagnoses identified on the 
Medicare claims to each beneficiary’s inpatient medical record, the referring physician’s medical 
record and referral, and the Hospital’s outpatient cardiac rehabilitation medical record.  The 
medical records have not yet been reviewed by FI staff.  In addition, we verified that Medicare 
did not reimburse the Hospital beyond the maximum number of services allowed. 
 
In accordance with the intent of CMS’s request for a nationwide analysis, we determined the 
extent the provider was currently complying with existing Medicare coverage requirements.  We 
performed fieldwork at Memorial Hospital Jacksonville, Jacksonville, Florida, and at our 
Tallahassee and Miami, Florida field offices during the period February through June 2003.   
The Hospital’s comments on the draft report are included in their entirety as APPENDIX C to 
this report.  A summary of the Hospital’s comments and our response follow the 
Recommendations section.   
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RESULTS OF AUDIT

 
Although physician supervision is assumed to be met in an outpatient hospital department and 
the Hospital designated a physician to supervise the services provided through its cardiac 
rehabilitation program, we found no documentation to support physician supervision during 
exercise sessions.  Further, contrary to current Medicare requirements, we could not identify the 
physician professional services to which the cardiac rehabilitation services were provided 
“incident to.”  In addition, from our specific claims review for Medicare covered diagnoses, 
allowability, and documentation for the sample of 30 beneficiaries receiving outpatient cardiac 
rehabilitation services during CY 2001, we determined that the Hospital received $2,123 in 
Medicare reimbursement for: 
 

• services where the diagnoses establishing the patients’ eligibility for cardiac 
rehabilitation may not have been supported by medical records (5 beneficiaries);  

 
• unallowable Phase III outpatient cardiac rehabilitation services (1 beneficiary); and,  
 
• multiple units of service for a single cardiac rehabilitation visit (1 beneficiary). 

 
PHYSICIAN INVOLVEMENT IN OUTPATIENT CARDIAC REHABILITATION 
 
Direct Physician Supervision 
 
Medicare requirements for outpatient cardiac rehabilitation state that direct supervision means 
that a physician must be in the exercise area and immediately available and accessible for an 
emergency at all times the exercise program is conducted.  The physician supervision 
requirement is generally assumed to be met where the services are performed on hospital 
premises. 
 
At the Hospital, a medical director, who is a physician, was designated to provide direct 
physician supervision to the cardiac rehabilitation exercise area.  However, no documentation 
existed in the cardiac rehabilitation program’s medical records to support physician supervision 
during exercise sessions.  On a day-to-day basis, the cardiac rehabilitation program was staffed 
and run by registered nurses, respiratory therapists, and exercise specialists.  A supervisor, who 
was a registered nurse, was responsible for the day-to-day supervision of the cardiac 
rehabilitation area. 
 
The medical director was located in the vicinity and immediately available for an emergency 
when the exercise program was conducted.  In the event the medical director was not available 
for an emergency, the Hospital utilized an emergency response team of physicians to respond to 
any medical emergency that occurred.  The emergency response team was responsible to respond 
to any emergency that occurred throughout the hospital, including the cardiac rehabilitation 
exercise area. 
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Although Medicare policy provides that physician supervision is assumed to be met for 
therapeutic services provided in an outpatient hospital department, we believe that the Hospital 
should work with First Coast to ensure that the physician supervision provided specifically 
conforms to the more specific requirements for direct supervision for cardiac rehabilitation. 
 
“Incident To” Physician Services 
 
Medicare covers Phase II cardiac rehabilitation under the “incident to” benefit.  In an outpatient 
hospital department, the “incident to” benefit does not require that a physician perform a 
personal professional service on each occasion of service by a nonphysician.  However, during 
any course of treatment rendered by auxiliary personnel, the hospital physician must personally 
see the patient, periodically and sufficiently often, to assess the course of treatment and the 
patient’s progress and, where necessary, to change the treatment program. 
 
At the Hospital, we could not identify the physician professional services to which the cardiac 
rehabilitation services were provided “incident to.”  While the Hospital indicated that the cardiac 
rehabilitation services were provided “incident to” the medical director’s professional services, 
we found no evidence in the medical records.  According to the Hospital’s policies and 
procedures, each patient referred to the Hospital’s outpatient cardiac rehabilitation program 
attends an initial assessment session to determine an individualized plan of care for exercise 
training, and cardiac risk factor reduction education and counseling.  This session includes, 
among other services, a focused physical assessment of the patient’s condition and symptoms 
since discharge from the hospital, and a functional capacity assessment to help determine an 
individualized exercise prescription. 
 
Based on the assessment, an individualized plan of care, which addresses the exercise plan, 
cardiac risk factor educational/counseling plan, psychosocial plan, discharge plan, an outcome 
measurement plan, is developed.  Patients generally attend the phase II cardiac rehabilitation 
program three days per week.  The cardiac rehabilitation clinician prior to each exercise session 
does an ongoing assessment.  This assessment includes a determination based on new onset of 
signs/symptoms, blood pressure, and heart rate and rhythm.  The cardiac rehabilitation clinician 
personnel, non-physician staff, such as a registered nurse, who staffed the unit, conducted the 
initial sessions, as well as the ongoing assessments. 
 
In addition, according to the Hospital’s policies and procedures, a progress report is sent at 
midpoint and when an event requiring intervention occurred to the referring physician.  From our 
review of the Hospital’s outpatient cardiac rehabilitation medical records, we located evidence 
the physician was notified of an event requiring intervention, but no evidence of the midpoint 
progress report. 
 
Although required under the “incident to” benefit, there was no documentation to support that a 
hospital physician personally saw the patient periodically and sufficiently often to assess the 
course of treatment and the patient’s progress and, where necessary, to change the treatment 
program.  Therefore, we could not conclude whether the “incident to” provision was met.  
Accordingly, we believe that the Hospital’s cardiac rehabilitation program should work with 
First Coast to ensure that the “incident to” provision conforms to the requirements. 

5 



MEDICARE COVERED DIAGNOSES AND DOCUMENTATION 
 
Medicare coverage considers cardiac rehabilitation services reasonable and necessary only for 
patients with a clear medical need, who are referred by their attending physician, and (1) have a 
documented diagnosis of acute myocardial infarction within the preceding 12 months; (2) have 
had coronary artery bypass graft surgery; and/or (3) have stable angina pectoris.  Medicare only 
reimburses providers for Phase II outpatient cardiac rehabilitation services and allows one unit of 
service to be billed per cardiac rehabilitation session.  Documentation for these services must be 
maintained in the patients’ medical records. 
 
Our statistical sample of 30 of 74 Hospital’s Medicare beneficiaries, with claims for outpatient 
cardiac rehabilitation services amounting to $10,511 during CY 2001, disclosed that Medicare 
claims for 7 beneficiaries contained 7 errors. 
 
Categories of Errors 
 
Medicare Covered Diagnoses.  Medicare paid the Hospital for outpatient cardiac rehabilitation 
services with diagnoses establishing eligibility for cardiac rehabilitation, which did not appear to 
be supported by the notes in the beneficiaries’ medical records.  Of the 30 sampled beneficiaries, 
eligibility for 4 beneficiaries was based on the diagnosis of acute myocardial infarction, 
eligibility for 17 beneficiaries was based on the diagnosis of coronary artery bypass graft 
surgery, and eligibility for 9 beneficiaries was based on the diagnosis of stable angina.  For the 
21 beneficiaries with diagnoses of acute myocardial infarction or coronary artery bypass graft 
surgery, medical records contained documentation to support the diagnoses.  However, the 
medical records for five of the nine beneficiaries with diagnoses of stable angina did not appear 
to indicate that he/she continued to experience stable angina post-procedure. 
 
Of the five beneficiaries, three had been admitted to the Hospital with a diagnosis of unstable1 or 
stable angina, 2 and two were seen in their physician’s offices for increasing episodes of angina.  
The three beneficiaries who had been admitted to the hospital had cardiac procedures such as 
stenting, angioplasty, or valve replacements.  The other two beneficiaries whose medical records 
indicated increasing episodes of angina did not undergo cardiac procedures.  After their 
discharge from the hospital or documented episodes of increasing angina, their physicians 
referred the beneficiaries to the outpatient cardiac rehabilitation program. 
 
To validate the diagnosis of stable angina, we obtained and reviewed the inpatient medical 
records as well as the medical records of the physicians who referred these five beneficiaries for 

                                                 
1 Unstable angina is not a Medicare covered diagnosis for outpatient cardiac rehabilitation. 
2 Stable angina was defined as a pain or discomfort in the chest or adjacent areas caused by insufficient blood flow 
to the heart muscle.  This chest pain is relieved by rest or medication within a short period of time (usually 15 
minutes).  Chest pain of a longer duration or pain appearing with a lower level of effort than before, even at rest, 
should be considered unstable angina.  Symptoms of stable angina included a feeling of tightness, heavy pressure, or 
squeezing or crushing chest pain that is under the breastbone or slightly to the left; is not clearly localized; may 
radiate to the shoulder, arm, jaw, neck, back, or other areas; may feel similar to indigestion; is precipitated by 
activity, stress, or exertion; lasts 1 to 15 minutes; and is usually relieved by rest and/or nitroglycerin.  This 
information was obtained from the MEDLINEplus Medical Encyclopedia, identified at the U.S. National Library 
and National Institute for Health website (http://www.nlm.nih.gov/medlineplus/ency/article/000198.htm). 
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cardiac rehabilitation.  The medical records covered the dates of the medical episode for 
referring the patient through their completion of Phase II of the cardiac rehabilitation program.  
We were unable to determine if the beneficiaries continued to experience angina symptoms post-
procedure and through their completion of Phase II of the cardiac rehabilitation program.  As a 
result, we believe that Medicare may have inappropriately paid $1,777 to the Hospital for the 
cardiac rehabilitation services provided to these 5 beneficiaries. 
 
Improperly Billed Phase III Services.  The Hospital improperly billed Phase III, outpatient 
cardiac rehabilitation services, as Phase II outpatient cardiac rehabilitation services.  Medicare 
made reimbursements of $332 to the Hospital for Phase III cardiac rehabilitation services for one 
beneficiary. 
 
Multiple Units Billed.  For 1 of the 30 beneficiaries, the Hospital billed 2 units of cardiac 
rehabilitation service during a single visit.  Medicare policy counts a visit to the cardiac 
rehabilitation center as one unit of service.  The Hospital received an additional $14 for this 
claim from Medicare. 
 
The results from our sample will be included in a multistate estimate of Medicare 
reimbursements for outpatient cardiac rehabilitation services that may not have met Medicare 
coverage requirements or were otherwise unallowable for payment.  (See APPENDICES A and 
B for specific sampling and universe data, methodology, error types and dollar values.) 
 
Underlying Causes for Errors 
 
Medicare Covered Diagnoses.  The Hospital’s cardiac rehabilitation program conducted an 
intake assessment with each beneficiary.  In addition, the staff accepted the physician referral 
with no evidence that they did an evaluation of the diagnosis.  The staff would review the 
diagnosis, but they indicated they would not question the physician’s diagnosis on the referral 
form. 
 
Improperly Billed Phase III Services.  The Hospital’s staff stated the beneficiary wanted 
evidence that Phase III services were not covered.  When the Hospital submitted the claim, they 
used Phase II billing codes and were paid in error. 
 
Multiple Units Billed.  The Hospital’s staff billed for two units of service on a regular exercise 
session.  This claim indicated two services were provided; however, only one was provided.  
This claim was erroneously completed. 
 
Our audit conclusions, particularly those regarding Medicare covered diagnoses, were not 
validated by medical personnel.  Therefore, we believe that First Coast should determine the 
allowability of the cardiac rehabilitation services and the proper recovery action to be taken. 
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RECOMMENDATIONS 
 
We recommend that the Hospital: 
 

• work with First Coast to ensure that the Hospital’s outpatient cardiac rehabilitation 
program is being conducted in accordance with the Medicare coverage requirements for 
direct physician supervision and for services provided “incident to” a physician’s 
professional service; 

 
• work with First Coast to establish the amount of repayment liability for services, 

identified as $2,123, provided to beneficiaries where medical documentation may not 
have supported Medicare covered diagnoses and for services not otherwise allowable; 

 
• implement controls to ensure Phase III cardiac rehabilitation services are not billed as 

Phase II services; and 
  
• implement controls to ensure only one unit of service per beneficiary is billed for each 

cardiac rehabilitation session. 
 
HOSPITAL’S COMMENTS  
 
In written comments to the draft report, the Hospital stated that it has a designated physician 
located in the vicinity and immediately available for an emergency when exercise is conducted.  
In addition, other physicians and the “Code Response Team” are available at all times.  
Regarding the requirements for “incident to” services, the Hospital indicated the medical director 
meets regularly with the department staff to review policy and procedures, provides general 
oversight for daily operation, and performs as a resource for clinical concerns.  Also, the medical 
director and the referring physician are notified of patient events that require intervention.  The 
Hospital believed it has adequate processes and systems in place to meet the physician 
supervision and “incident to” requirements.  In addition, the Hospital stated that the requirements 
for cardiac rehabilitation included no specific guidelines for expected documentation.  In 
summarizing its comments on physician involvement, the Hospital said that it would work 
directly with First Coast to ensure that its outpatient cardiac rehabilitation program is being 
conducted in accordance with the Medicare coverage requirements. 
 
With regards to the sample results, the Hospital agreed with the billing errors identified in our 
sample and indicated that it has implemented controls and utilized a continuous monitoring 
process to ensure requirements are met.  In summary, the Hospital stated that it would work with 
First Coast to resolve issues as necessary. 
 
OFFICE OF INSPECTOR GENERAL’S RESPONSE 
 
We agree that the Hospital had designated a medical director for its outpatient cardiac 
rehabilitation program, and that physician supervision and emergency procedures were in place.  
We also agree that the physician supervision requirement is generally assumed to be met where 
the services are performed on hospital premises.  However, we could not conclude, as required 
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by definition of direct physician supervision in the Medicare Coverage Issue Manual, section 
35-25 that the physicians were in the exercise area at all times the exercise program was 
conducted.  In addition, although emergency procedures were in place, we could not conclude 
that reliance on “Code Response Team” met Medicare Coverage Issues Manual requirements for 
direct supervision when the medial director was unable to respond to an emergency.  With 
respect to “incident to” services, section 35-25 of Medicare Coverage Issues Manual requires 
that each patient be under the care of a hospital physician, and section 3112.4 of the Medicare 
Intermediary Manual requires that during any course of treatment rendered by auxiliary 
personnel, the physician must personally see the patient periodically and sufficiently often to 
assess the course of treatment.  This was not done for each beneficiary. 
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STATISTICAL SAMPLE SUMMARY OF ERRORS 

 
The following table summarizes the errors identified during testing of 30 Medicare beneficiaries 
who received outpatient cardiac rehabilitation services from the Hospital during CY 2001.  The 
30 beneficiaries reviewed were part of a multistate statistical sample.  The results from our 
sample will be included in a multistate estimate of Medicare errors for outpatient cardiac 
rehabilitation services that may not have met Medicare coverage requirements or were otherwise 
unallowable for payment. 
 
 
 
 

Table 1.  Summary of Errors by Beneficiary Diagnosis and Type of Error 
 

Number of 
Sampled 

Beneficiaries 
with 

Diagnosis 

 
 
 
 

Number of 
Sampled 

Beneficiaries 
with Errors 

Medicare 
Covered 

Diagnosis 

Beneficiaries 
Not Having 

Medical 
Documentation 
Supporting the 

Medicare 
Covered 

Diagnosis 

Multiple 
Units 

Billed per 
Session 

Billing 
Error-

Phase III 
Total Errors 
per Diagnosis 

4 0 Myocardial 
Infarction 0 0 0 0 

17 2 

Coronary 
Artery 
Bypass 
Graft 

0 1 1 2 

9 5 Stable 
Angina  5 0 0 5 

       30 7 Total 5 1 1            7 
 
 

 
 
 
 
 

 



 

 
APPENDIX B 

 
 

SAMPLING AND UNIVERSE DATA AND METHODOLOGY 
 
We randomly selected a sample of 30 Medicare beneficiaries who received outpatient cardiac 
rehabilitation services from the Hospital during CY 2001.  For each beneficiary, we obtained all 
Medicare claims reimbursement data for outpatient cardiac rehabilitation services and compared 
this data to the Hospital outpatient cardiac rehabilitation service documentation.  In addition, we 
determined whether the diagnoses identified on each beneficiary’s inpatient medical records, the 
referring physician’s medical records and referral, and the Hospital’s outpatient cardiac 
rehabilitation service records supported the Medicare claims. 
 
The results from our sample will be included in a multistate estimate of Medicare 
reimbursements for outpatient cardiac rehabilitation services that may not have met Medicare 
coverage requirements or were otherwise unallowable for payment. 
 
 
 

Table 1.  Calendar Year 2001 Outpatient Cardiac Rehabilitation Service Universe and 
Sampling Data and Error Value 

 
 
 
 

Universe 

 
 

Population 
Value 

 
 

Sample 
Size 

 
 

Sample Value 

 
Sampled 

Beneficiaries 
with Errors 

 
Sample 
Errors 
Value 

74 $25,220 30 $10,511 7 $2,123 
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Memorhf Hospital 
Jaclcsonville 

Charles J. Curtis 
Regional hpectcar Gcraeml for Audit Servjces 
Region PV - Office of Inqector General 
U. S. Department of Health and Human Senices 
61 Porsyh Stnet, S.W. Suite 3T41 
Atlanta, Ocorgia 30303 

T h i s  l a t u  is xiKen in response to your Irtrcr dated, Axus? 14,2003, in which you requested 
our mitten comments to yow office's dnA repofl enurltd. "RNicw ofthe Outpatient C d m c  
RebabiIitaticri Services - Memorial Hospital .lacksonvjllt ." 

Baed cn your recommendations, Memorial Hospital JacksowiiJe will work with o-a Fiscal 
Intermediary (First Coast), to accomplish rhr follo~ing: 

ensure b t  our outpatient cardiac rehabilitaticn program is behg conducted in 
accudance with the Medicare coverage requirc;aents for direct physician supavision 
and for services provided "incident to" a physician's professionid service and, 
to esrablish the amount of repayment liability for scrvices provided to bcaeficiaries 
where medical documentation may not have s~~pportad Medican covered diaposes 
and for services nor otherwise allowable. 

Our cardinc rehabititstion staff members have implemented controb to ensure that only one unit 
of service per beaeficiary i s  billed for each c&biac rehabilitation session. MHJ also utilizes a 
continuous monitoring process to ensue thst requirements m&r the Cardiac Rehabiliration 
LMRP put met in regards to appruprhte billing. The monitoring process involves a team of s t a f f  
rnembars, and the Cardiac Rehabilitation Program Manager is included as a team member. 

We appreciate the opportunjty to makc fixther comncnts rclstin~ to Memorial Hospital 
Jacksonville's Outpatient Cardiac Rehabiliutioti Program. The draft r:port states that %o 
documentation to s u p p a  physician supervision during e s e ~ i s c  sessions" was found; yet, 
Medicare's policy states that direct physician supervision is assumed to be mer in an outpatisnt 
hospital dcparrmcnr. We could not find nor obtain confinmuon tnat speeiflc docunmtation is 
required by Medicarc. Medicare policy funher statcs, "Direct super4ision means that a physician 
must be in the exercise area and immdiatcly available and accessible for an emergency at at1 
times the exercise program is canducoed." 11 also stjres that a physician is not required TO be 
pbyeicdly ?rescar ia thc exmise room itself. We find this ro ke coilfusing since the results of 
your audit (page 41, acknowledge that W ' s  Cardiac Rehab Medical Director 1s located in 'he 

3625 Unmnky BOUlmfDrd Swuh - J ~ C ~ D ~ V I U Q ,  R 32216 - 900-39P6111 
www.memorialhosplte~a~tm 
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vicinity and is i~nnadakly available for an eanergcncy when exercise is c o n d d .  
Addhimally, our Cardiac Rehab area is within close proxirnivj to both out Caxdiac Cath Lab awl 
our Emergency Services Deparmcnt and our "Code Response Team" is available at all times and 
includes physicitat participation fa cnm-gon&s throughout the faoility. 

in the Medicare coverage policy, seruiccs wrrsidtrcd under the "incident to'' bcncfit must be 
W e d  as au in=@, although incidental part of rht physichi's profcssiod savice in the 
course of diagnosis or treatment of an illness or injury. It goes further to scate &at during any 
course of trtatment rendered by auxiliary persomel, the physician must personally see rht 
patient p o d i d l y  and sufficiently often to assess the course of treamanr sad the patient's 
progxess an4 where necewq, to change the treaunent program Your audit repan (page 5 )  
recognizes that MHJ has a process in place TO no@ the Medical Dirc&r and the referring 
physician of the patiears' progress and of patient events thax require iutcrvdon. While this 
pr0ccs4 may not haw @ways hem followed, no specific p i d e b s  f i r  expected documentation 
is mentioned in the c o v q c  policy. 

The medical director of MHJ's Oartpuient Cardiac Rehabilitation P r o m  meets zegularly with 
the depsrtmcnt ste;ff to review policjj aad procedure, provide general oversight for daily 
operation, and perform as a resource for clinical concerns. Thi9 i s  accomplished by review of 
staff meetings and d o m  visits in the Cardiac Rehab area. Patient concerns arc addressed as 
a e y  &rise by the use of "event recgrds". These provide 31e infomation necessary to re- tbc 
situation ta &e l r c fhg  MD and ate tevbvmd by tho medical director. 

We believe we have adequate pmcesses and systr:m.q in p h e  to meet the physician supervbion 
and incident to requirmnents. However, as you have suggested d as we have previously 
indicated we will work with First Coast on boa these issues. 

We c n j o ~ d  the oppormnity to patticipate in this nation-wide audit. Simuld you have any 
quesdoxx9, please do not hesitate to contact me. 
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