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Cost Containment Corner

In fiscal Year 2012 alone, various gov-
ernment teams involved in the Health 
Care Fraud and Abuse (“HCFAC”) Pro-
gram recovered $4.2 billion from indi-
viduals and companies who attempted 
to defraud federal health programs. 

Health care fraud is carried out by many 
segments of the health care system, includ-
ing hospitals, physician practices and indi-
viduals. Some schemes include:
1.  Billing for services not rendered — no 

medical service was provided, the service 
was not provided as described in the claim 
for payment or the service was previously 
billed and the claim was paid.

2.  Upcoding of services — submitting a 
bill using a procedure code that results in a 
higher payment than the code for the ser-
vice actually provided. Example: 30-minute 
sessions being billed as 50-minute sessions.

3.  Duplicate claims — billing for the same 
service (i.e., by using two different service 
dates) in an attempt to be paid twice.

4.  Unbundling — separately billing for ser-
vices that are usually included in a single 
service fee.

5.  Excessive services — providing medi-
cal services or items which are more than 
a patient actually needs. Example: daily 
medical office visits billed when monthly 
office visits are adequate.

6.  Kickbacks — offering, soliciting, pay-
ing or accepting money, or something of 
value in exchange for the referral of a pa-
tient for health care services that may be 
paid by Medicare or Medicaid. Example: a 
laboratory owner who pays a doctor $50 
for each Medicare patient a doctor sends 
to the laboratory for testing. 

Other health care schemes can involve 
billing, check tampering, expense reimburse-
ment and/or payroll schemes.

Detecting such schemes can involve vari-
ous forensic accounting techniques. Among 
them are analyzing documents and facts, 
conducting comprehensive individual and 
group interviews, and using data analysis 
technology to scrutinize data and identify 
transactions that indicate fraudulent activity 
or the heightened risk of fraud. Examples  
include the following:
•  Stratification of numbers — identifies exces-

sively high or low amounts or excessively 
high billing by a single physician. Stratifica-
tion can also help highlight “upcoding” of 
procedures by identifying outlying numbers.

•  Duplicate testing — identifies transactions 
such as duplicate claims, payments and 
expense report items, among others.

•  Joining different data sets — identifies 
matching values, social security numbers, 
names and addresses where they shouldn’t 
exist. Example: matching vendor names/
addresses to payroll records for employees.

•  Review of large invoices — identifies in-
voices without purchase orders by vendor, 
amount, etc.

•  Review of payroll records — identifies po-
tential “ghost employees” who may be on 
the payroll system, but who do not work 
for the medical facility.

•  Review of supporting expense documen-
tation — involves an analysis of expenses 
that may not have materialized (i.e., a can-
celled airline ticket) or seeking reimburse-
ment for items never purchased.

•  Review of hospital bills — reviews and 
identifies hospital bills for mistakes, over-
charges and/or duplicate charges.

•  Review of medical records — identifies a 
pattern of bills for services not rendered 
if supporting documents in a majority of 
cases are essentially non-existent.

•  Review of referrals — identifies an im-
proper selection of medical providers 
(i.e.,unjustified favoritism of a certain 
medical provider). A review of the money 
paid to a particular medical provider for 
referrals can often be used to support this.

•  Review invoices for being false — determines 
whether invoiced goods can be located and/
or reviews contract terms to see if prices, 
amounts or terms match or exceed terms.

Medicare and Medicaid programs are 
the most vulnerable to fraud. Estimates of 
fraudulent billings to health care programs 
are estimated between 3 and 10 percent of 
total health care expenditures. The health care 
sector can take a more proactive approach in 
identifying risk factors by continuously moni-
toring transactions in order to identify and fur-
ther reduce losses as a result of fraud. 
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If you have suggestions for individuals to 
be interviewed or technology or services 
that can help health care providers to save 
money, we want to hear from you. Send 
your ideas to stories@dotmed.com with 
the subject line “Ideas for Cost Contain-
ment Corner.”


