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INTRODUCTION: 

The South Carolina Department of Health and Human Services (SCDHHS) ensures the integrity 

of the Medicaid Program and seeks to identify fraud, waste, and abuse (FWA) in the use of 

Medicaid funds through the activities carried out by the Division of Program Integrity/ 

Surveillance and Utilization Review (PI)(SURs) regardless of the service delivery system. The 

objectives of PI are to support the agency’s Mission by fulfilling the Federally Mandated 

Utilization Review Process to safeguard against unnecessary, inappropriate, excessive and/or 

fraudulent use of Medicaid services; to ensure compliance with applicable Medicaid laws, 

regulations, and policies; to assess the quality of services and refer to the appropriate licensing 

board as warranted and to perform preliminary investigations of all credible allegations of 

fraud. According to the Code of Federal Regulations, 42 CFR § 438.608(a), in addition to PI, the 

Managed Care Organizations (MCOs) and their subcontractors must also implement and 

maintain arrangements or procedures that are designed to detect and prevent FWA 

(https://www.ecfr.gov/current/title-42/chapter-IV/subchapter-C/part-438/subpart-H/section-

438.608). 

MISSION and VALUES 

MISSION: The Division of Program Integrity meets the requirements of 42 CFR § 455.14 by 

conducting preliminary investigations and post-payment reviews of health care providers when 

Vision Statement 

The Division of Program Integrity/SURS remains committed to identifying and reducing fraud, waste, and abuse in the 
Medicaid program. The Division, in conjunction with the Managed Care Organizations, will continuously look for 

innovative methods that will allow them to effectively safeguard the use of Medicaid funds. The Division plays a key 
role within the Department of Health and Human Services in ensuring the future viability and effectiveness of the 

Medicaid program 
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they are identified or referred to the Division as complaints of potential Medicaid fraud, abuse, 

or for questionable practices (https://www.ecfr.gov/current/title-42/chapter-IV/subchapter-

C/part-455). 

The Division reviews claims data and medical records, using statistical sampling and overpayment 

estimation when feasible, to determine whether services were medically necessary, furnished in 

compliance with Medicaid policies, adequately documented, and correctly billed. The Division 

then collects any overpayments or identified inappropriate payments.  

The Division manages a fraud hotline and reviews cases of Medicaid members, who are allegedly 

obtaining benefits fraudulently or misusing the Medicaid program. The Division also operates a 

Pharmacy Lock-In program for those members identified as using Pharmacy services at a 

frequency or amount that is not medically necessary. 

The Division, through the SURS unit, conducts extensive data analysis and data mining to create 

provider profiles and exception reports identifying excessive or aberrant billing practices.  

The Division refers any complaint or allegation that displays potential indications of fraud to the 

State Medicaid Fraud Control Unit (MFCU) and the Medicaid Recipient Fraud Unit (MRFU), both 

located in the South Carolina Attorney General’s Office. 

VALUES: 

The Division of PI/SURS follows all applicable federal and state standards, ensures that all work 

is accurate and reliable 100 percent of the time, and conducts work in a manner that is 

unbiased, professional, and fair to both members and providers.   
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PROBLEM STATEMENT:    

Despite the many new policies and processes implemented in the recent years, SCDHHS 

currently does not have a process in place for making providers aware of their billing anomalies 

without conducting a review/audit of them.  SCDHHS needs an effective process for sending 

education letters to members of the South Carolina Medicaid Provider community with atypical 

billing patterns and for tracking the impact of the letters on the providers’ future billing 

behavior. The goal is to have data mining carry the weight of this project by utilizing minimal 

resources and time. Data mining refers to the practice of electronically sorting Medicaid 

Management Information System's claims through statistical models and intelligent 

technologies to uncover patterns and relationships contained within the Medicaid claims 

activity and history to identify aberrant utilization and billing practices that are potentially 

fraudulent. 

While there are other means of identifying and recouping monies owed to Medicaid, this 

process usually involves lengthy reviews of medical records and collecting overpayments via 

post -payment reviews, pre-payment reviews, self-disclosure, and/or Medicaid contractor 

audits. Therefore, implementing this proposed process of sending education letters to address 

the providers’ billing behavior, will allow PI to monitor the behavior without conducting a 

comprehensive review and investigation. This, in turn, will benefit the department as it will be 

counted as a cost avoidance measure using minimal manpower and resources, which will result 

in better outcomes and save on provider reimbursements. Ultimately, leading to an increase in 

a return of investment (ROI). 
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Data Collection/Survey: 

Data collection for this project is going to be straightforward because the new process will 

involve observing data and trends that measure changes in a provider’s billing behavior. The 

data will be comprised of provider ranking reports showing various provider types ranked by 

the most egregious billing anomalies.  The data algorithms designed for this purpose will 

identify providers who are outliers in each billing category. These categories will be organized 

by specialty to account for the differences in billing habits of each provider type. For instance, a 

pain management clinic’s ranking report will show more billing for urine drug screenings 

compared to a dermatologist’s ranking report.   

Due to the nature of the provider specialty, a neurologist (Med Par) would bill Evaluation and 

Management (E/M) visits (Current Procedural Terminology (CPT) codes 99214-99215)) at a 

higher level when compared to a peer practice of internal medicine with the same parameters. 

However, if the internal medicine practice data shows billing of CPT Codes 99214-99215 at a 

higher level than a neurologist’s practice, it is considered a red flag, and this would warrant a 

need for review because CPT codes 99214-99215 are reimbursed at maximum rate compared 

to lower-level E/M visits.   See the graph below.  
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Preliminary data collection for this project consisted of requesting feedback and receiving 

responses from other states, who may have previously implemented strategies for sending 

education letters to enrolled providers. An email was disseminated to 10 states which 

generated 10 responses on this issue. Their responses revealed that not all states have a 

provider education letter strategy currently in place. The ones that have a similar strategy in 

place resulted in the need for fewer fraud referrals to be sent to MFCU and an increase in their 

ROI. Other states base the provider education on the findings of the utilization reviews. While 

their feedback was valuable, it did not benefit or contribute to the research objectives of my 

project.  

In addition to sending emails to other states, an email was sent to all six of the South Carolina 

Medicaid MCO partners requesting their feedback to find out if they have implemented a 
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strategy for sending education letters to providers contracted with them and enrolled in their 

plans. A majority of the responses received denied having a strategy in place. Like the states, 

MCOs use the findings of their utilization reviews as a basis for provider education 

opportunities.  

Data Analysis/Process Development 

Data analysis will occur on a recurrent basis.  There will be an initial data run before the letters 

are sent out. The initial data will be formatted as a provider ranking report. The topmost 

providers with the most egregious billing to the Medicaid Program will be selected from the 

ranking report to receive education letters.  The final data run will be conducted 6-8 months 

after the education letters have been sent out to the selected members of the provider 

community, who were educated about their billing behavior. Final data run on these providers 

should show if the letters had any impact on their billing behavior.  

Over utilization of Modifiers 25 and 59 – is the proposed data algorithm for this project. CPT 

modifiers (also referred to as Level I modifiers) are used to supplement the information or 

adjust care descriptions to provide extra details concerning a procedure or service provided by 

a physician. The modifier provides additional information and descriptions about the medical 

procedure, service, or supply involved without changing the meaning of the code. Modifiers 

help health care professionals effectively respond to payment policy requirements established 

by entities such as the Medicaid Program (CPT coding book 2022, pg. 917).  

Modifier 25 is used to indicate a significant, separately identifiable evaluation and management 

service by the same physician on the same day of the procedure or other service was 
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performed (CPT coding book 2022, pg. 917). This modifier is used to report an Evaluation and 

Management (E/M) service on a day when another service was provided to the patient by the 

same physician or other qualified health care professional. 

For example: A patient visits the cardiologist for an appointment complaining of occasional 

chest discomfort during exercise. The patient has a history of hypertension and high 

cholesterol. After the physician completes an office visit, it is determined the patient needs a 

cardiovascular stress test that same day. The physician codes for an E/M visit (CPT code 99214) 

and he also codes for the cardiovascular stress test (CPT code 93015). The modifier 25 is added 

to the E/M visit to indicate that there was a separately identifiable E/M visit on the same day of 

a procedure.  

Modifier 59 is used to signify there was a “Distinct Procedural Service.” It is normally used to 

indicate that two or more procedures were performed during the same visit to different sites 

on the body (CPT coding book 2022, pg. 918). Modifier 59 is used when coding for a different 

session, different procedure or surgery, different site or organ system, separate 

incision/excision, separate lesion (noncontiguous lesions in different anatomic regions of the 

same organ), or separate injury.  

For example: a patient is being treated for dermatitis, a general term that describes a common 

skin irritation, on the arms with laser therapy at the same time the patient’s legs are being 

treated as well (https://www.mayoclinic.org/diseases-conditions/dermatitis-eczema/symptoms-

cases/syc-20352380). In this scenario, modifier 59 would be used on claim to show the treatment 

was performed on two distinct parts of body.  
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Modifiers 25 and 59 are the most commonly overutilized modifiers. These modifiers are 

reimbursed at 100 percent of allowed payment rates. Medical practitioners, who are not 

abreast with evolving coding guidelines oftentimes misapply these modifiers.   Historically, CMS 

(Centers of Medicare and Medicaid Services), OIG (Office of Inspector General) and Medicaid 

have struggled with overutilization of these modifiers. The past audits conducted by OIG and 

CMS revealed that claims with these modifiers did not meet Medicaid/Medicare program policy 

requirements. As a result of the high claim denial rate and overutilization, PI leadership chose 

modifiers 25 and 59 as the pilot case for this project.  

Implementation/Evaluation: Exhibit 1 

A. Action Steps  

1. I will complete the development and teach the new process in detail to the Medical 

and Ancillary Service Review Teams, SURS Team, and Supervisors, and provide a 

more general training of the new process to all of PI staff members. I will work 

directly with the supervisors to ensure they will be adequately equipped to reach 

their staff. 

2. PI and SURS Supervisors in conjunction with the PI director will identify and select a 

provider type that corresponds to the data algorithm  

3. SURS Team will run a provider ranking report based on the selected data algorithm 

and share it with review team supervisors and director.  

4. Providers ranking high on the report will be selected to receive education letters 

5. Review team supervisors and the Director will formulate and approve the letter 

template that will be sent to members of the provider community.  
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6. Policy Program Area and Office of General Counsel will review the letter to ensure it 

adheres to agency and program policy requirements 

7. SURS Team will create Mail-merge letters, which will auto fill provider information 

8. A Master list will be created to keep track of the total number of letters mailed out. 

This list will be stored in a shared drive available on an internal network accessible to 

members of the PI unit. 

9. Administrative assistants will mail the batch letters 

10. SAS Analytics (Data Analytics Software) database will store “before” and “after” data 

runs for this project to track changes 

11. Final data run will be created 6-8 months post the letters being mailed to see if 

billing behavior has been impacted  

12. Cost saving analysis will be performed by comparing the difference between the 

initial and final data runs to see if the education letters changed providers’ billing 

behavior 

13. Cost saving analysis report will be shared with PI Leadership and Agency Executives 

B. Time Frames and cost and Potential Resources 

The time frame for full implementation should be relatively quick because no new 

software must be purchased, or major modifications must be devised to the current 

systems utilized by PI and the agency for the project to commence.  Using the SAS 

Analytics database will not incur any additional monetary costs to the department 

except for the amount of time required for training key stakeholders and creating 

specific reports dedicated to identifying and tracking the providers. Mailing resources 
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required for this process are already allotted to the department. Given no obstacles 

encountered, this process can be fully implemented within a 6–8-month period. 

C. Potential Obstacles and Methods to overcome 

The biggest obstacles will come from the usual places. The difficulties will be getting 

most, if not all, of PI staff to agree to proposed process changes especially if, they may 

believe the changes are either unnecessary or can be accomplished in a different 

manner.  The second biggest obstacle will be getting buy-in and cooperation from the 

Office of General Counsel. They may believe implementing this process is not 

practicable from a legal perspective as it is solely based on data mining. The third 

biggest challenge will be getting employees and supervisors to stick with these changes 

and new processes long enough for them to become a part of the current workflow 

process.  

D. Communication with key stakeholders 

Key stakeholders include other Agency divisions that interface with PI such as Office of 

Communications, who handles outreach communication with providers, Office of 

General Counsel, who handles legal aspects of the Agency, Policy Program Area, who 

oversees the Medicaid provider policies and PI supervisors and reviewers. Of course, 

SCDHHHS management and the Agency director are very important stakeholders, and I 

will look to my supervisor to cover these individuals.  

E. Integration into standard operating procedure 
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Integration of this process into the daily procedures of PI will be a simple task since the 

new process builds upon existing procedures and materials and utilizes resources 

already available. While I do not foresee any significant issues integrating this new 

process into the current workflow process, I do anticipate some concerns and legal 

challenges that may arise with implementation, which is why the Office of General 

Counsel is identified as being a key stakeholder.   

Evaluation: Is this process changing Provider’s billing behavior? 

The process will be evaluated and monitored to measure its effectiveness in increasing cost 

avoidance dollars. Based on the success and monitoring, changes will made to refine the 

process to maximize its benefits to PI and the Agency.  

Summary and Recommendations: 

Simply creating awareness of PI efforts can have a deterrent, or “sentinel” effect to reduce 

fraud, waste, and abuse (FWA). Educating providers is a proactive way to prevent FWA from 

occurring.  Sometimes providers who lack proper documentation respond to a routine review 

request by creating and altering documentation after the fact which turns what would have 

been a routine recovery review into a potential referral to MFCU for fraudulent actions with 

possible criminal liability. Educating providers about documentation requirements, as well as 

about self-disclosure procedures when errors do occur, can help prevent this type of scenario 

from occurring.  

Similarly, educating providers proactively regarding their atypical billing behavior can prevent 

the need for future comprehensive reviews by altering the provider’s billing behavior in the 
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hopes it will begin to resemble trends Program integrity would expect to see for any given 

provider type.  

The SURS data reports will also identify providers that are outliers but do not rise to the level 

where a case will be opened. These providers will still receive education letters informing them 

that their utilization is high and suggest they review their billing practices. These providers can 

then be monitored for a change in behavior over subsequent months. In the event the billing 

practices change, it can be counted as a cost avoidant metric with extensive savings in revenue 

for the department and Agency; if the behavior has not shown any improvement, a case can be 

opened, and a comprehensive review can be conducted to determine whether the billing 

practices are legitimate or medically necessary.  

In closing, it is recommended a bizagi workflow will be introduced as a training tool for 

documenting the standardization of the new proposed Program Integrity process. The workflow 

will include training and implementation requirements needed for sending education letters to 

members of the South Carolina Medicaid provider community.  
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Glossary: 

Fraud – means an intentional deception or misrepresentation made by a person with the 
knowledge that the deception could result in some unauthorized benefit to himself or some 
other person. It includes any act that constitutes fraud under applicable Federal or State law. 

 

Abuse- means provider practices that are inconsistent with sound fiscal, business, or medical 
practices, and result in an unnecessary cost to the Medicaid program, or in reimbursement for 
services that are not medically necessary or that fail to meet professionally recognized 
standards for health care. It also includes beneficiary practices that result in unnecessary cost 
to the Medicaid program. 

Pre-Payment reviews - review of claims before they are paid to ensure that the provider 
complied with all Medicaid payment rules. 

 

Post-Payment reviews – review of claims after they are paid to ensure the provider’s 
documentation complied with Medicaid policies. Medical records are reviewed in post payment 
review.  

 

Self-disclosure- process where Providers voluntarily disclose self-discovered evidence of 
potential fraud, waste, or abuse in their practice to avoid the costs and disruptions associated 
with compliance reviews. 

 

 Medicaid contractor audits - The Medicaid Recovery Audit Contractor program (Medicaid RAC 
program) is established as a measure for States to promote the integrity of the Medicaid 
program and to identify overpayments and underpayments and recoup overpayments. 

 

Evaluation and Management (E/M) visits - Evaluation and management (E/M) services 
are cognitive (as opposed to procedural) services in which a physician or other qualified 
healthcare professional diagnoses and treats illness or injury. These visits involve history, 
examination, and medical decision making. 
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REPORT NAME REPORT GENERATED ON PROCEDURE 
CODE MODIFIERS

REPORT START 
DATE

REPORT END 
DATE

TOP 25 PROVIDERS 01Mar2022:10:56:25 25, 59 03/01/2021 03/01/2022

Provider   Ranking  Report - Sample 



PROVIDER NAME
CLAIM 
LINE 

COUNT

UNIQUE 
PATIENT 
COUNT

TOTAL AMOUNT 
PAID

Provider A 73,522 30,101 $4,208,419.28
Provider B 38,474 12,935 $2,370,234.24
Provider C 23,910 13,381 $2,207,422.22
Provider D 32,807 8,600 $2,181,607.03
Provider E 34,691 10,461 $1,971,400.95
Provider F 19,032 7,895 $1,883,766.62
Provider G 21,446 12,064 $1,563,460.11
Provider H 17,696 7,003 $1,556,353.19
Provider I 18,228 6,189 $1,493,060.52
Provider J 17,205 5,265 $1,278,645.82
Provider K 6,545 4,438 $1,157,769.77
Provider L 15,646 7,044 $1,115,372.72
Provider M 17,228 6,639 $1,026,555.15
Provider N 7,806 3,484 $1,009,787.00
Provider O 12,893 8,876 $1,001,975.22
Provider P 15,848 5,450 $940,457.51
Provider Q 12,367 6,052 $907,488.94
Provider R 8,828 3,937 $874,536.47
Provider S 6,256 3,696 $869,597.93
Provider T 9,353 5,684 $790,075.11
Provider U 6,197 2,969 $764,409.97
Provider V 11,804 3,727 $764,062.81
Provider W 9,545 5,126 $754,695.18
Provider X 11,083 3,595 $753,624.66
Provider Y 6,050 2,113 $695,088.62

[Modifier 25]



PROVIDER NAME
CLAIM 
LINE 

COUNT

UNIQUE 
PATIENT 
COUNT

TOTAL AMOUNT 
PAID

Provider A 42,875 11,811 $1,359,272.67
Provider B 13,426 637 $509,901.53
Provider C 789 233 $350,992.94
Provider D 3,756 2,289 $265,309.12
Provider E 604 277 $223,219.63
Provider F 11,129 7,571 $215,368.20
Provider G 1,965 1,105 $210,834.35
Provider H 1,999 173 $175,496.61
Provider I 18,850 11,516 $158,718.77
Provider J 4,814 3,255 $148,443.94
Provider K 2,253 257 $143,219.34
Provider L 944 545 $116,682.95
Provider M 32 11 $116,130.01
Provider N 1,443 106 $111,929.91
Provider O 1,558 623 $93,758.59
Provider P 1,497 176 $90,787.93
Provider Q 1,446 748 $88,568.11
Provider R 1,067 599 $83,241.44
Provider S 1,723 1,030 $76,380.13
Provider T 1,934 50 $72,915.28
Provider U 5,679 5,027 $72,518.66
Provider V 303 173 $71,365.61
Provider W 2,763 989 $70,394.65
Provider X 3,856 2,558 $60,847.22
Provider Y 6,877 4,178 $58,435.23

[Modifier 59]
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