
Summary of OIG Report on DME MAC Jurisdiction A 
 

In late August, 2010, the OIG released a report examining whether the DME MAC A 
contractor, NHIC Corp., was properly denying reimbursement claims for diabetic lancets and test 
strips, where proper documentation was lacking.  The OIG focused specifically on high 
utilization claims, which are claims for reimbursement for a quantity of test strips and lancets 
that exceeds the utilization guidelines.  High utilization claims require extra documentation for 
reimbursement.  Specifically, there must be documentation in the beneficiary’s medical records 
supporting the specific reason for the additional supplies and documentation in the physician’s or 
supplier’s records supporting the actual frequency of testing. Further, the treating physician must 
have seen the patient and evaluated the patient’s diabetic control within 6 months before ordering 
the quantity of supplies in excess of the guidelines. 

 
The OIG study examined a 100 claim sample of diabetic test strips and lancets and 

sought to determine whether high utilization claims for test strips and/or lancets that NHIC 
allowed for payment were supported in accordance with Medicare documentation requirements.  
Of the 100 sampled claims for test strips and/or lancets, 30 were supported in accordance with 
Medicare documentation requirements. However, the remaining 70 claims were not supported.  
The 70 claims that were not supported were because each claim had one or more of the following 
deficiencies:  
 

• The quantity of supplies that exceeded utilization guidelines was not supported with 
documentation indicating the specific reason for the additional supplies, the actual frequency  
of testing, or the treating physician’s evaluation of the patient’s diabetic control within 6 
months before ordering the supplies (55 claims).  
• There was no documentation supporting that refill requirements had been met (27 claims). 
• Physician orders were missing or incomplete (24 claims).  
• Proof-of-delivery records were missing (seven claims).  

 
For CY 2007, the OIG found, based on statistical extrapolation, that NHIC inappropriately 

paid approximately $39.2 million to DME suppliers.  As a frame of reference, NHIC allowed for 
payment $225 million in Medicare Part B claims for test strips and/or lancets for CY 2007. 

 
NHIC made improper payments to DME suppliers because it did not have system edits to 

identify, and review when necessary, high utilization claims. In addition, NHIC did not have 
system edits to identify claims with overlapping service dates for the same beneficiary. This 
billing pattern caused NHIC to allow payment for claims when beneficiaries had not nearly 
exhausted previously dispensed test strips and/or lancets.  

 
To resolve the overpayment problem, OIG recommended that NHIC take the following actions:  

 
• implement system edits to identify high utilization claims for test strips and/or lancets and work  
with CMS to develop cost-effective ways of determining which claims should be further 
reviewed for compliance with Medicare documentation requirements;  
• implement system edits to identify claims for test strips and/or lancets that have overlapping  
service dates; and  
• enforce Medicare documentation requirements for claims for test strips and/or lancets by (1)  



identifying DME suppliers with a high volume of high utilization claims, (2) performing 
prepayment reviews of those DME suppliers, and (3) referring them to the Office of Inspector  
General or CMS for further review or investigation when necessary.  

 
NHIC responded to the OIG’s suggestions.  Regarding the first two recommendations, NHIC 

stated that it had implemented system edits in April 2010 to identify high utilization claims and 
claims that have overlapping service dates. Further, NHIC stated that it is currently performing 
several supplier-specific prepayment reviews for test strip and/or lancet claims. Regarding the third 
recommendation, NHIC stated that it has multiple ongoing efforts to enforce Medicare 
documentation requirements, including working with the program safeguard contractor and educating 
suppliers about the requirements.  

 


