
Departmental Responsibilities for 

Charge Capture



Let’s start with a quick 

review of the revenue 

cycle process.



You fell off your bike and hurt your arm.  The 

doctor said you need to go to the hospital 

for an x-ray.  So, he writes an order for you 

to take with you to the hospital.

Physician order

Arm
X-ray



Registration

You take the order to the 

outpatient registration 

desk.  You are asked a lot 

of questions.  Whatever 

for?



Charge Capture

You had your x-ray.  Now 

a charge must be 

generated.  Some 

hospitals may use a 

charge sheet.  Some may 

have electronic systems 

to input charges.



Coding

• Many charges that are billed to a patient must 
have a special code to let the payer know 
what was done.  Our arm x-ray has this code 
which will be on the bill sent to the insurance 
company.



Billing

• In order to get 

paid for the x-ray, 

a bill must be sent 

to the insurance 

company and 

patient.  Hospitals 

use a bill format 

known as “UB-04”.



Collection

• Generally within 30 – 60 days the 

hospital will receive payment from 

either the insurance company or 

patient.

The revenue cycle is complete!



Charge 

Description 

Master File

The Revenue Cycle



Charge Capture

If it’s not captured, it’s not paid.



Charge capture is the 

most important step in the 

revenue cycle!



Why is charge capture so 

difficult?



Ancillary personnel were 

specifically trained on how 

to perform tests and 

procedures.  They were 

not taught to capture 

charges.



If clinical staff cannot find 

an appropriate charge for 

the test or procedure, they 

may not charge or pick a 

charge that is close to 

what they are doing. 



The billing staff are 

responsible for making sure 

bills go out.  They rarely 

review for lost charges 

because they are thinking 

the ancillary staff are 

doing that.



Medical records staff are 

focusing on correct codes, 

not on whether or not an 

item was charged.  And 

many codes are 

automatically assigned so 

coders ignore these charges.



And there are soooo many 

ways to capture charges 

in a hospital.  



Charge 

sheets

Are identification 

numbers, codes and 

descriptions up-to-

date?



Sticker system



Electronic order entry

Carefully verify 

all information 

on screen.  

Beware of any 

“carry over” 

information 

that may not 

be applicable.



Barcode systems



Unit dose order / charge 

system



With the different methods 

of inputting orders and 

charges, how can we 

know that all charges are 

captured?



Every revenue-producing 

department should 

perform a daily charge 

reconciliation of services 

performed to services 

charged.



Step 1:  Radiology has a 

daily log sheet with a list of 

patient visits for a day.



Step 2:  Compare daily log 

sheet to list of charges that 

were entered into the 

system for the same date.



There should be a charge 

in the system for every 

patient listed on the 

radiology daily log.



If there is not a charge for 

each patient listed on the 

daily log, there should be 

further research to 

determine the cause.



Daily charge reconciliation 

should be performed to 

prevent lost charges.  Lost 

charges often result in 

large amounts of lost 

revenue.



In some cases, a charge 

may have been captured 

by the ancillary staff, but 

for some reason the 

charge may not have 

made it to the bill.



For this reason, there 

should also be periodic 

reviews of medical record 

documentation to charges 

billed on the UB-04 claim 

form.



It is not uncommon to find 

missing charges related to 

drugs and drug 

administration services.



Dosage errors

Route of administration

Start and stop times



Outdated requisition forms 

and charge sheets may 

also result in charging 

errors.



If the requisition form or 

charge sheet does not 

have the appropriate 

charge code or CDM 

code, charge mistakes 

may occur.



Whenever services are 

provided, all charges for 

those services must be 

captured and charged in 

the hospital's financial 

records.



Services not charged will 

not be billed and will not 

produce revenue for the 

hospital. 



Now sometimes we get 

confused about a 

service should be charged 

separately.



There are many supplies 

used that may be such an 

integral part of a 

procedure that the service 

could not be performed 

without them.



However, many of the 

supplies are purchased in 

bulk quantities and are 

very minimal in cost.



Some examples are 

cotton balls,

alcohol pads, 

and syringes.

It would be very difficult to 

track and charge these 

items separately.



In these instances, 

the “charge” for 

such items are 

considered as part 

of the charge for 

the related service 

or procedure.



For example, in setting the 

charge for an infusion, the 

hospital will include 

amounts to cover the costs 

of the alcohol pads, 

syringe, tubing and 

needle.



So even though there is no 

separate charge for these 

small items, the charges 

are “bundled” into the 

infusion charge.



The key to effectively 

capturing charges is 

knowing what charges are 

“bundled” in order to 

ensure that all costs are 

covered.



What are some common 

charge capture related 

problems?



Common charge capture errors

Critical Access PPS

• Units of service

• Failure to charge

• Evaluation and 

management services 

visit level assignment

• Units of service

• Drug administration 

documentation

• Failure to charge

• Evaluation and 

management services 

visit level assignment



All hospitals should use a 

“mapping sheet” to assign 

visit level charges in all ED 

or clinic areas.



Billing self-administered 

drugs as covered will result 

in Medicare 

overpayments.
http://www.medicare.gov/Publications/Pubs/pdf/11333.pdf



Billing and the UB-04



The UB-04 is a form that 

most health care entities 

use to bill for inpatient and 

outpatient hospital 

services.



Most providers 
use electronic 
media to 
submit claims to 
payers.  Paper 
claims must 
contain the 
same data as in 
the electronic 
files.



Physician’s 

professional 

services are 

typically not 

billed on a UB-04, 

but rather on a 

CMS-1500 form.



However, some CAHs may 

use what is called 

“Method II” billing for 

physician services which 

allows professional fees to 

be billed on the UB-04. 



Let’s take a walk through 

the UB-04 to understand it 

further.



The UB Claim Form can 

be divided into four 

different sections.

Section 1 – Patient 

Information

Section 2 – Billing 

Information

Section 3 – Payer 

Information

Section 4 –

Diagnosis/Provider 

Information



Section One

Patient Information



All insurers need to know 

the patient was 
treated and where to 

submit payments.  



the patient was treated 



Medicare and other 

insurers also need to know 

was treated.  



The patient’s name, 

address, and date of birth 

are also required on the 

UB-04.  



Medicare claims may be 

rejected if the name on 

the claim does not match 

the name on the Medicare 

card.



Date of birth field is important 

to verify insurance coverage.



A patient’s age may also 

be used to determine if a 

diagnosis is correct.  

You would not expect to see a 

obstetrical diagnosis on a 90 year 

old.



The insurer needs to know 

the patient went 

after treatment.  The 

disposition of a patient can 

affect payment.



06

Discharge status codes are used 

for this information.



Examples of discharge 

status codes

01

Discharged to 
home or self-care

02

Transferred to a 
short-term general 

hospital

03

Transferred to a 
skilled nursing 

facility

06

Transferred to a 
home health 

agency



In a PPS hospital, if a patient 

stay is shorter than Medicare 

would expect for the 

assigned diagnosis, payment 

could be reduced.  The 

reduction is dependent upon 

the discharge status.



In both CAH and PPS 

hospitals, a discharge to a 

nursing home status might 

raise scrutiny, if the patient 

was only in the hospital for 

three days.



In summary, Section One is 

critically important in 

determining both patient 

eligibility and the amount of 

payment.



Eligibility

Dates of 
Service

Provider 
Numbers

Provider 
and 

Patient 
Name



Payment

Birth Date

Discharge 
Status

Type of 
Bill



Section Two

Billing Information



Section Two includes which 

department provided the 

service, describes the 

services provided, and states 

the dollar charge for the 

service rendered.  



Outpatient Bill



CAH revenue 

codes impact 

hospital final 

payments.

Revenue codes do not impact final payments in PPS.



Revenue 

codes are 

three digit 

codes listed in 

ascending 

order on the 

UB claim form.

Applies to both CAH and PPS.



Revenue codes tell a 

payer or in what 

department a services was 

provided to a patient.



Revenue codes are 

required for Medicare 

billing in both CAH and PPS 

hospitals, and are 

uniformly used by all 

payers.



Each line item reported on 

a claim MUST have a 

revenue code assigned.



Certain revenue codes 

indicate that payment 

should not be made.

637 – Self-administered drugs are non-covered by 

Medicare



Revenue codes are usually 

“hard-coded” in the 

hospital charge master 

and are automatically 

assigned when a charge is 

entered.  



Examples of Revenue 

Codes

250 – Drugs

270 – Supplies

300 – Laboratory

360 – Operating Room

450 – Emergency Room



CMS uses a revenue codes 

to determine the cost of 

services in both CAH and 

PPS hospitals.  



In a PPS hospital, 

inaccurate revenue codes 

may negatively impact 

future DRG and APC 

payment rates. 



In a CAH, current hospital 

reimbursement will be 

directly impacted by the 

revenue code reporting. 



In either case, it is extremely 

important to ensure that all 

hospital systems are working 

properly to assign the 

appropriate revenue code to 

the claim form.



Revenue code 

Resources

• UB-04 Editor 

published by 

Ingenix

• MACs/FIs

• Various other 

web-sites



Revenue codes are listed 

in the Uniform Billing Editor 

Manual 



CPT/HCPCS Codes

Current Procedural Technology



CPT codes are numbers 

assigned to specific 

services or procedures a 

medical practitioner (and 

hospitals) may provide to a 

patient.



PPS hospitals are paid for 

Medicare outpatient 

services under a fee 

system called APCs 

(ambulatory payment 

classification).



CPT/HCPCS codes drive 

outpatient APC reimbursement.

If no CPT/HCPCS codes are 

reported, there is no separate 

payment to the PPS hospital for 

the UB line item.





CAHs should also report 

CPT/HCPCS codes for 

services paid under a fee 

schedule.  Although 

Medicare may not pay 

using CPT codes, other 

payers may.



CPT codes are published 

annually by the American 

Medical Association.



Since providers use the 

same codes to mean the 

same thing, they ensure 

uniformity. 



Although all services billed 
on a UB-04 require revenue 
codes, CPT/HCPCS codes 

are NOT required for all line 
items on the UB.



For example, most supply 

items used in a hospital do 

not have a CPT code 

assigned.  Typically CPT 

codes are used to describe 

procedures or visits.



Healthcare Common 

Procedure Coding System 

(HCPCS)



HCPCS Level II codes are a 

set of standardized 

alphanumeric codes that 

describe health care 

equipment and supplies 

that are not identified by 

CPT codes.



Ambulance services

Drugs

Durable Medical Equipment

Prosthetics

Orthotics

(DMEPOS)



Since there are fixed 

payments assigned to 

some HCPCS codes, PPS 

hospitals should assign 

these codes, when 

available.



HCPCS “J” codes related 

to drugs should be 

assigned by both OPPS 

and CAH hospitals.



NCCI - National Correct 

Coding Initiative



NCCI edits were 

developed to control 

improper coding that 

leads to inappropriate 

payment in outpatient 

claims (unbundling).



Unbundling refers to 

“fragmenting of services” 

and reporting them with 

separate codes.



One code may accurately 

report the entire 

procedure; however, the 

component codes are 

reported separately.



Comprehensive / 

component edits apply to 

code combinations where 

one of the codes is a 

component of a more 

comprehensive code. 

Sigmoidoscopy and colonoscopy



The comprehensive / 

component edit allows 

payment for the 

comprehensive code only. 



Mutually exclusive code 

edits apply to codes 

representing services that 

cannot reasonably be 

done in the same session. 

77012 – CT guidance for needle placement

77021 – MRI guidance for needle placement



CPT coded claims 

information is maintained 

in governmental data 

bases and is used to track 

hospital activity.



Abnormal coding results in 

governmental audits.  

Therefore it is important to 

ensure that the correct 

code is assigned.



Section Three

Payer information

will pay?



Section Four

Diagnoses/Provider Information



ICD-9 is the abbreviation for 

International Statistical 

Classification of Diseases.

ICD-9 Procedure Codes 

ICD-9 Diagnosis Codes 



ICD codes are 

alphanumeric 

designations 

given to every 

diagnosis, 

description of 

symptoms and 

cause of death 

attributed to 

humans.



ICD codes are used by 

government health 

authorities to track certain 

diseases and causes of 

death.  These codes are 

used internationally.



Examples of ICD-9 codes



ICD codes are also used to 

determine if inpatient and 

outpatient services were 

medically necessary.



ICD codes are also used in 

determining hospital DRG 

payments (Medicare and 

sometimes, Medicaid).



DRG is the 

abbreviation for 

Diagnosis Related 

Group.  Let’s discuss 

how diagnoses and 

DRGs interact.



It all starts with the UB-04.  

There are many elements 

on the claim form, but four 

in particular that 

determine the DRG 

payment. 



Diagnoses

Procedures

Age

Discharge Status

MCE

Medicare Code Editor



ICD-9 Diagnosis Codes 

Remember, the UB-04 

contains diagnosis codes.  



Diagnosis codes are 

grouped together in a 

software program.  Based 

on the codes assigned, a 

DRG will be assigned to be 

claim.



Principal

Diagnosis

Major 

Diagnostic 

Category

Description

0 Pre-MDC

1 Nervous System

2 Eye

3 Ear, Nose, Mouth And Throat

4 Respiratory System

5 Circulatory System

6 Digestive System

7 Hepatobiliary System And Pancreas

8 Musculoskeletal System And Connective Tissue

9 Skin, Subcutaneous Tissue And Breast

10 Endocrine, Nutritional And Metabolic System

11 Kidney And Urinary Tract

12 Male Reproductive System

13 Female Reproductive System

14 Pregnancy, Childbirth And Puerperium

15 Newborn And Other Neonates (Perinatal Period)

16 Blood and Blood Forming Organs and Immunological Disorders

17 Myeloproliferative DDs (Poorly Differentiated Neoplasms)

18 Infectious and Parasitic DDs

19 Mental Diseases and Disorders

20 Alcohol/Drug Use or Induced Mental Disorders

21 Injuries, Poison And Toxic Effect of Drugs

22 Burns

23 Factors Influencing Health Status

24 Multiple Significant Trauma

25 Human Immunodeficiency Virus Infection



Major Diagnostic Category

Surgical Medical

MDC



Major Diagnostic Category

Procedures Age & Diagnosis

Pre

DRG
Pre

DRG



Major Diagnostic Category

Complications 
Co-morbidities

Complications 
Co-morbidities

Pre 

DRG

Pre

DRG

Final

DRG

Final

DRG

Final

DRG

Final

DRG

Final

DRG
Final

DRG



Complications and 

co-morbidities are secondary 

diagnoses that cause an 

increase in the length of stay 

by at least one day in at least 

75% of patients.



Final

DRGFinal

DRG

PRICER
$ Factor

The DRG 

assigned is 

then converted 

into a payment 

rate using 

“Pricer” 

software.



In addition to the initial 

DRG assignment, 

diagnoses may also be 

used to determine if a DRG 

payment should be 

reduced.



DRG payment reductions 

will depend on whether 

certain diagnoses were 

present at time of 

admission (POA) or 

acquired during the 

hospital stay.



For instance, if a patient 

acquired an infection 

while hospitalized, 

Medicare will not pay 

additional costs 

associated with that 

infection.



But if the infection was 

“Present on Admission” 

(POA) Medicare will pay 

for the additional costs of 

treating the patient.



To be considered “Present 

on Admission”, the 

diagnosis or condition must 

have present at the time 

the order for INPATIENT 

admission occurs.



The POA information 

appears as a modifier on 

every diagnosis code 

appearing on the UB-04 

claim form.

Medicare does not require 

Critical Access Hospitals to 

report the POA modifiers.



Yes (present at the time of 
inpatient admission) 

Clinically undetermined 
(provider is unable to 
clinically determine whether 
condition was present at time 
of inpatient admission or not) 

Pay Full DRG



N: No (not present at the time 

of inpatient admission) 

U: Unknown (documentation 

is insufficient to determine if 

condition is present at time 

of inpatient admission) 

Reduced DRG



As you can see, UB coded 

information is easily “sliced 

and diced” to identify 

unusual trends and is often 

used by auditors to identify 

fraud and abuse.



Where can we find all of 

this valuable information?

www.cms.gov

142

http://www.cms.gov/


The CMS website provides 

most information needed in 

order to submit accurate 

claims and determine 

expected payments.

143
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Starting Point

http://www.cms.gov/
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To find manuals . . .

http://www.cms.gov/
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To access 

internet 

manuals



147

Listing of 

internet 

manuals
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For example:  Claims processing 

manual contains information about 

billing for Medicare services.



149

Within Claims Processing Manual are 

numerous chapters related to types 

of providers.



150

Chapter 3 

discusses 

Inpatient 

Hospital Billing.
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To find DRG rates:  Return to CMS 

Home Page – select Medicare

http://www.cms.gov/



152

Locate Medicare Fee 

for Service Payment 

Section – select Acute 

Inpatient PPS

http://www.cms.gov/
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Select applicable fiscal year 



154

Scroll until you find the final rule tables for the year you 

are researching.



Find the MS 

DRG table for 

the year.  Click 

on table and 

you should be 

able to 

download 

information.
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Download table 

NOTE:  Most download files are zipped and 

must be unzipped in order to use.
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Example: MS-DRG Listing

FY 2011 FR Table 5.xls
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To find 

Case Mix 

information 

– select 

fiscal year



Download Table

159

NOTE:  Most download files are zipped and must be unzipped in 

order to use.



Example of Case Mix Index Table

Provider_CMI_V28_Final.xls
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To find APC rates

http://www.cms.gov/



APC Rates

162

Select Hospital 
Outpatient PPS 

information
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Addendum A and B give APC data

Notice other available

Information.
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Addendum A and B detail

Select time 

period



Select Addendum

2011 AprilWeb.Add B.03.31.2011.xlsx
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ICD-9 and ICD-10 Coding

Return to CMS Home Page –

select Medicare

http://www.cms.gov/
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HCPCS/CPT Coding Information



168

ICD-9 Code Information



169

ICD-10 information



170

Regulations / Transmittals

For OPPS regulations, go to OPPS page. 



Or to really make it easy, 

call your hospital’s 

accounting firm!



What have we learned?

Charge capture



Departmental Responsibilities for 

the Charge Description Master



End of webinar


