Will RACS have to pay for failed recoupments? - FierceHealthFinance - Health Finance, ...

http://www.fiercehealthfinance.com/story/will-racs-have-pay-failed-recoupments/2012-1...

Page 1 of 3

SEARCH

FOLLOWUS

JOIN 36,000+ INSIDERS

SIGN UP FOR OUR
NEWSLETTER

| EMAIL ADDRESS |

FierceHealthFinance is a weekly healthcare finance
update for health executives and financial managers.
Join 36,000+ industry insiders who get
FierceHealthFinance via email for their must-know
healthcare finance news. Sign up today!

HFG

HEALTHCARE FINANCE GROUP

Specialists in Senior Debt Financing
to the Healthcare Industry

Revolving Lines of Credit I Term toans

Letters of Credit | Equipment Lease Lines

www.hfgusa.com

POPULAR STORIES

|MOST READ| MOST SHARED |

Hospitals demand upfront payments from ER
patients

Help ER patients get coverage, save millions
Hospital collection firm fined, banned from state

3 RAC targets to watch for

CBO: Healthcare eating up more of U.S. economy

THE LlBRARY EBOOK

Special Report: Patient Collection Best-
Practices

| SPONSORED BY: ZIRMED | PUBLISHED:
@ OCTOBER 11, 2012

As the insurance industry continues
the trend toward greater patient financial
responsibility, self-pay patients are an
increasingly important source of revenue for
hospitals. Click here to download this free
special report.

MORE ITEMS

FierceHealthFinance Select another site | Advertise | Contact
Mot I
| FierceMobileHealthcare §#
[ Rreéﬁl'ts:_ Breald | I m [hl r
E n Executive Breakfast &t PAI" NT Mh"l nnl“ﬂ
| ("7 JRECIGISURTNIS 1() REDUCE READMISSIONS
lf R 1 s B P NEWS TOPICS ANALYSIS FEATURES LIBRARY EVENTS JOBS MARKETPLACE
FierceHealthFinance
Topics:Regulatory & Risk Management
Will RACS have to pay for failed recoupments?
Bill pending in Congress would affix financial penalties
November 6, 2012 | By Ron Shinkman
SHARE Healthcare recovery auditors (better known as RACs) i
could face a potential financial penalty for every judgment
|Email | against a provider that is overturned if a pending bill gets | =
signed into law, according to HealthLeaders Media.
7 The bill, H.R. 6575, sponsored by Rep. Sam Graves (R-
Tweet. Mo.), would allow for the Secretary of the U.S. Department of Health & Human
Services to impose a penalty based on a published fee schedule.
3 Currently, 75 percent of RAC judgments against providers get overturned when
~ share . they are appealed, mostly at the administrative law level, where a federal judge
is making a decision, according to the American Hospital Association RACTrac
3 Survey. The total number of judgments under appeal during the first quarter of
2012 are valued at $380.3 million.
Like
0 Webinar: Payer Innovations: Educating Member Populations for
- Improved Medication Management
AWMLY
DATE: TUESDAY, NOVEMBER 27TH, 2 PM ET/ 11 AM PT
Opportunities abound for improving medication management for specific member populations.
This webinar will highlight the strategies payers are using to improve medication adherence,
reduce costs and improve health outcomes. Register Now!
reddit = it
In addition to affixing financial penalties, the bill also would grant much wider
leeway to the HHS in determining whether billing errors by hospitals are
JOOLS widespread, rather than granting that power to RACs, HealthLeaders reported.
The AHA and hospitals have complained bitterly about the RAC process, and
recently filed suit against HHS to recoup denied payments.
Comment
To learn more:
- read the HealthLeaders article
print - check out the bill ‘
- here's the RACTrac survey data
Related Articles:
Comtact  Hospitals urge OIG to investigate RACs
Recovery auditors take aim at medical practices
Recovery audit appeals can be worth the time
i RACs have leeway in lookbacks, court rules
Reprint
I Filed UnderAmerican Hospital A iation, Congress, Dep of Health and Human Services (HHS), Racs, RACTrac
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Hospitals urge OIG to investigate RACs

October 29, 2012 | By Ron Shinkman

The American Hospital Association continues to ratchet \\\\\\\‘\\\‘g\ ” ;

up its pressure on recovery auditors (RACs), asking N 5 ov"""*\\, \

email | federal regulators to halt all inappropriate denials of '*7 7
payments made by RACs and to streamline all existing ¢,

20 integrity programs, reported AHA News Now. P AP

SHARE

N

The hospital group claimed recovery auditors are "often wrong" but not
penalized for being so, according to a letter sent last week to U.S. Department of
3 Health & Human Services Inspector General Daniel R. Levinson by AHA
Executive Vice President Rick Pollack. The AHA cited its own survey data,
_Shae - concluding that 75 percent of RAC denials are overturned when appealed.

Tweet

3 "The AHA believes that the RAC audit process would improve significantly if
auditors were required to improve their accuracy or face financial penalties,"
Pollack wrote. "In addition, RACs should be prohibited from issuing medical
necessity denials, which invalidate the medical judgment of a trained healthcare
professional and force hospitals into the costly and complex Medicare appeals
process."

Like

Whitepaper: Healthcare with BlackBerry UCC: Improving Patient Care

You'll get an overview of how the various components of the BlackBerry UCC portfolio help to
protect patient confidentiality, increase staff accessibility and improve productivity... Request
Now.

reddit

TOOLS
Pollack called for the OIG to investigate the issue, Long-Term Care News

reported.

Moreover, Pollack noted in his letter that overlapping and duplicative efforts
among RACs and other CMS contractors overwhelm providers. "For example,
RACs, MACs and ZPICs are all charged with reviewing hospital Medicare
claims, and hospitals may be required to respond to simultaneous audits of the
same claims or to duplicative record requests. These redundant audits drain
time, funding and attention that could more effectively be focused on patient
care," he wrote.

Comment

Print

Contact
Author  Earlier this month, the AHA and its member hospitals threw their support behind
a bill they say would improve auditing programs by limiting medical record
requests, creating financial penalties and requiring medical necessity audits

Reprint  focus on widespread payment errors, FierceHealthcare previously reported.

For more information:

- read the AHA News Now news brief

- read the Long-Term Care News article
- check out the AHA letter (.pdf)

Related Articles:
Providers push for audit improvements

http://www.fiercehealthfinance.com/story/hospitals-want-oig-investigate-racs/2012-10-29
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3 RAC targets to watch for

October 3, 2012 | By Ron Shinkman

Editor's note: The following is an excerpt from
FierceHealthFinance's new eBook, Best
Practices For Surviving Audits And Denials.
= - - Download the eBook here to read more.

N Auditors go where the money is.

It makes sense--after all, audits are designed to

save government and commercial insurers as
much money as possible. And payers don't save a whole lot of money issuing
line-item denials on saline drips and bandages.

Webinar: Payer Innovations: Educating Member Populations for
Improved Medication Management
seeTiEm

DATE: TUESDAY, NOVEMBER 27TH, 2 PM ET/ 11 AM PT

Opportunities abound for improving medication management for specific member populations.
This webinar will highlight the strategies payers are using to improve medication adherence,
reduce costs and improve health outcomes. Register Now!

If you know where auditors are most likely to look, you can better fend off their
attentions. Consider these three audit hotspots:

1. Medical necessity

Rather than focusing in on the little picture, auditors tend to take a big-picture
approach. Auditors will ask not only whether patients required a specific
treatment, but also whether they required it in a specific venue. And if the
answer is no, the payer could invalidate the entire claim and recoup tens of
thousands of dollars.

"Medical necessity is really the hot button," Virginia Sizemore, director of internal
audits for nonprofit South Georgia Medical Center in Valdosta, Ga., told
FierceHealthFinance. For her facility, which is the region's safety-net hospital,
providing the right care in the right location is a huge challenge.

"You wind up with a lot of elderly patients with a lot of co-morbidities, and it often
makes it [unsafe] for them to be in the outpatient setting," she said. "Then, [if] the
facilities do a good job of treating them as an inpatient [and] they get released
pretty quickly, the provider is penalized."

According to Sizemore, recovery auditors (better known as RACs) are moving
away from diagnosis-related group (DRG) validation--audits focused on what
could be potential coding errors--in favor of investigating medical necessity.

Further, medical necessity cases most
often focus on complicated medical
procedures, such as a pricey medical  “Medical necessity is really the hot
device. Even relatively simple
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procedures that involve devices could  button."”
eventually be targets for audits, and in FiercelVichileHealthcare

the cases of commercial payers, such Presents:
payers, An Executive Breakfast al

@)HealthSummit

claims can be outright denied.

If the claim lies on the fine line between inpatient and outpatient care, it also

could be rejected. For instance, a cardiac procedure performed in the & gpe el e Eem s

catheterization lab can cost tens of thousands of dollars less than one performed ' [ﬁ l \ [F ‘q c! | l [ﬁ ” S

in the hospital. And a patient with chest pains hospitalized overnight costs much : 4 h 11

more in claims than someone who is held for observation care. Again, auditors PATIE“T M "IT“BI“G
| TO REDUCE READMISSIONS

are more likely to take a closer look at the more complicated and costly

scenario.
2. Short stays LATEST COMMENTARY
Auditors are particularly interested in inpatient stays that last two days or fewer. Help ER patients get coverage, save millions

Ironically, the shortest stays can be the result of hospitals being overly cautious Affordable Care Act survives—just barely

about admitting a patient. State floats fishy Medicaid data as election nears

3 ; SR, Rising healthcare costs a 'bitter pill' to swallow
Baptist Health, a four-hospital system based in Birmingham, Ala., has developed

an elaborate checklist to determine whether an inpatient admission should
occur. Ironically, the checklist can take so long to complete that the patient —
actually improves as the process toward admission moves along. In some EVENTS

instances, patients wind up being discharged 20 minutes after they were
admitted, according to Jeff Butler, Baptist Health's senior compliance auditor.

The hidden costs of hospital employee health

Join FierceMobileHealthcare at our
Executive Breakfast at mHealth Summit

2012!
"One-day stays are immediately flagged," Butler said. "It makes it a really difficult December 4, 2012 - Washington, DC
decision about how you provide the best care for your patient." MORE EVENTS
3. Cardiac services 7 ¥
= y 5 3 FierceHealthFinance
At the moment, at least, auditors are paying close attention to cardiac
procedures. Trailblazer Health Enterprises, the Dallas-based RAC auditor for PATIENT I
Southwestern U.S., lists 19 DRGs on its website that are considered at high risk COLLECTION Health’t"e<"lw
for audits. Twelve of them fall into the cardiac category. “"\‘_;l” irlices 'J
ey ."\
"You want to be on top of those lists," Jason Pinkall, associate counsel for Dallas "

-based hospital chain Tenet Healthcare Corp., said last June at the Health
Financial Management Association's annual conference in Las Vegas. "You
want to educate your hospital about them. It's teaching to the test, as it were."

With price tags of $3,000 or more a piece--plus the cost of implantation--cardiac
stents are another audit hotspot.

Be consistent

So you've done your homework and you're up-to-date on the latest audit
hotspots. What's next? Coordination and planning is a good start to avoiding
audits, Smith said.

Be prepared, too, to make a coherent clinical and legal argument to rationalize
care. If you have both and are consistent, auditors will have little in response
during the appeals process.

For more tips, check out FierceHealthFinance's free eBook, Best Practices for
Surviving Audits and Denials.

i ' Filed Underlnternal Audits, Medical Necessity, South Georgia Medical Center
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Recovery audit appeals can be worth the time

CMS corrected $701.3M in Medicare payments in Q3
October 3, 2012 | By Karen Cheung-Larivee

The Centers for Medicare & Medicaid Services
corrected even more Medicare over- and
underpayments this quarter, suggesting
hospitals should be keeping a close eye on the
money.

CMS collected $657.2 million in overpayments
and returned $44.1 million in underpayments
this past quarter (April to June), compared to $588.4 million and $61.5 million,
respectively, in the previous quarter (January to March), according to the CMS
corrections sheet.

The top recovery auditor (better known as RACs) issue in the third quarter
revolved around medical necessity, particularly for cardiovascular procedures
and inpatient stays for minor surgeries and other treatments.

The CMS numbers don't reflect how many of those are overturned on appeal,
but as Stacey Levitt, senior administrative director of patient care management
at Lenox Hill Hospital in New York City, told HealthLeaders Media, "Not
everyone is appealing their RAC demands (sadly), but those that do are usually
successful."

For those who make the move to
appeal, it's worth it. Seventy-five percent
of denials from recovery auditors were "/'ve seen [hospitals] not want to spend
overturned after a provider filed an the money to fight it, and | don't agree.
appeal, according to the American You sometimes have to send a
Hospital Association's RACTrac message."

program's first quarter report.

"I've seen [hospitals] not want to spend the money to fight it, and | don't agree.
You sometimes have to send a message," Janice Jacobs, director of coding
compliance for IMA Consulting in Chadds Ford, Pa., told FierceHealthFinance in
an eBook, "Best Practices for Surviving Audits and Denials."

2012!

DATE:DECEMBER 4, 2012
LOCATION:WASHINGTON, DC

Executives from Johns Hopkins University, Mayo Clinic, St. Vincent Health and more reveal how
they use remote patient monitoring to improve care and cut readmissions. Join
FierceMobileHealthcare Editor-in-Chief Gienna Shaw for this exclusive breakfast event at the
mHealth Summit, Dec. 4th, in Washington, D.C. Sponsored by Preventice and Accenture.

Don't Miss an Exclusive Executive Breakfast at mHealth Summit
>

Register Today!
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Rebecca Black, vice president of revenue cycle for St. Joseph's Hospital in

Atlanta, part of the Georgia-based Emory Healthcare system, also encourages FiercelViohileHealthcare
providers to stand their ground. "It's a matter of principle," she told Presents:

; : An Executive Breakfast al
FierceHealthFinance.

@ HealthSummit

For more information:

- see the CMS announcement (.pdf) i l F \ ’F 1—'- Ari—'-[ D‘——V—r
- read the HealthLeaders Media article { k} VLTl |1 AN R
- read the RACTrac data (.pdf) PATIEN'I' Mn“l'l'ﬂnl"ﬂ
- check jerceHealthFil Book, " ices for Survivi i \
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As RACs get more aggressive, denial costs soar
August 28, 2012 | By Ron Shinkman
SHARE  Medicare recovery auditors (better known as RAC) activity continues to ramp up
aggressively, according to the latest American Hospital Association survey,
Email | noted AHA News Now.
47 The RACTrac survey, which includes more than 2,200 hospitals nationwide,
i reported that the number of RAC-related denials in the second quarter of 2012
Tweet  Was up 24 percent from the first quarter of 2012, while the number of medical
recerds requests was up 22 percent compared to the prior quarter.
8¢ The total aggregated dollar value of RAC automated and complex denials has
~share . zoomed upward, more than doubling in less than a year. It averaged $224.8
million per the four geographical regions the AHA tracks during the second
1 quarter. That compares to $185.2 million during the first quarter and $110.9
million during the fourth quarter of 2011.
Like
4 Webinar: Payer Innovations: Educating Member Populations for
. Improved Medication Management
e
DATE: TUESDAY, NOVEMBER 27TH, 2 PM ET/ 11 AM PT
Opportunities abound for improving medication management for specific member populations.
. This webinar will highlight the strategies payers are using to improve medication adherence,
submit reduce cosls and improve health outcomes. Register Now!
reddit
Most of that amount was for complex denials: 97 percent in all. Complex denials
also involve far more money, averaging $5,564 during the quarter, versus $548
TOOLS :
for automated denials.
Tracking requests for records, coding and documentation and performing self-
audits are ways to mitigate RAC activity, reported PhysBizTech.
Comment
Hospitals are still reporting a high success rate appealing RAC denials or
recoupments. According to RACTrac, 40 percent of hospitals are appealing
Print adverse rulings, and 75 percent are winning their appeals.
For more:
- read the AHA News Now news brief
%‘L’;ﬁ:j‘r‘ - check out the RACTrac survey (.pdf)
- read the PhysBizTech article
Related Articles:
Reprint  Nonprofit providers face more audits
Prepayment audits to start Aug. 27
RAC audits targeting DRGs
Medicare collects $1.27B in overpayments
Filed UnderA Hospital A iation, claim denials, RAC, RACTrac
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If 75% are overturned in appeal, does it lead one to question the validity of the RAC auditors
reviews? Is this leading to increased administrative overhead?

2 months ago

Like Reply

E Paul Abramson MD, Paul Abramson MD is a next-generation medical doctor, founder...

Yes

2 months ago in reply to Coumajo

Sam

Like Reply

It appears to be the result of a faulty incentive scheme, based on the appearance of activity rather
than the reality. If a quality factor were added to the quantity factor--in other words, 30% reversal on
appeal would be a gig--then the figures would be more reasonable. It appears that aggressive denial
is a response to criticism that RACs were not doing enough. Requiring more bottom line (after
appeal) dollars saved/recouped rather than any formal or informal rewards for more denials is

necessary.
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Occupational Health Medical Director-
Physician Job
Yoh - Rahway, NJ, USA

Registered Nurse (RN) Oncology Case Manager
Job
Yoh - Fountain Valley, CA, USA

Utilization Management Nurse Job
Yoh - Des Moines, IA, USA

Registered Nurse (RN) Hospital Case Manager
Job
Yoh - Whittier, CA, USA
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Prepayment audits to start Aug. 27 NEWSLETTER
July 31, 2012 | By Karen Cheung-Larivee
[ EMAIL ADDRESS
SHARE  The Centers for Medicare & Medicaid Services finally gave the official word on
when hospitals should brace themselves for prepayment audits--Aug. 27, the FierceHealthcare is the leading source of healthcare
el d it bsite management news for healthcare industry
Emall |- agency:qUIEly. aNNOUNCagioniiis,Wesiie. executives. Join 82,000+ healthcare industry insiders
who get FierceHealthcare via daily email. Sign up
28 CMS first announced the Recovery Audit Prepayment Review demonstration taday!
S projection in November 2011 for a Jan. 1 start data and then delayed it to June
Tweet 1, then again vaguely as the "summer of 2012."
FierceHealthFinance [ies
28 The official launch date of Aug. 27 provides the timeline as to when CMS will
target hospitals in states with high volumes of fraud or error-prone providers PATIENT N
__Sha - (Florida, California, Michigan, Texas, New York, Louisiana, lllinois) or many hl “ “ l 10es
short inpatient stays (Pennsylvania, Ohio, North Carolina, Missouri). ! { .
0 -
e The goal is to cut improper payments before they even happen. Shifting away
from the pay-and-chase method, Medicare Recovery Auditors (RAC) will review
1 claims before payment to ensure that providers comply with all Medicare
payment rules.
President Obama in 2010 set three goals for cutting improper payments this
e year: curbing overall payment errors by $50 billion, cutting Medicare error rate in
half and recovering $2 billion in improper payments, according to CMS. The POPULAR STORIES
reddit prepayment review program is intended to play a big part in preventing fraud, stT R“E}\'D“}g Mosrgﬁ;ﬁb"]
waste and abuse and achieving those goals. :
Hospitals charge nonemergency patients upfront
TOOLS  The demonstration project will last for three years. fe
15 healthcare leaders who have something to say
To learn more: 5 ways hospitals can fight fake Facebook identities
- read the CMS demonstration website 15 healthcare leaders who have something to say
Comment see the November announcement Most hospitals unprepared for new organ donation
policies
Related Articles: s SREs
Lot Providers fear fraud allegations THE LIBRARY: EBOOK
RAC prepayment reviews to start this summer g AR :
Hospitals report increased RAC activity, denials if:;'lz'e':epm' LalleqtOclectonBesl:
%mmﬁ CMS delays RA prepayment audits until June
Providers stress over looming Medicare prepayment audits | SPONSORED BY: ZIRMED | PUBLISHED:
CMS delays Medicare RAC prepayment reviews @‘ b
- Hospitals worried about Medicare RAC prepayment audits As the insurance industry continues
Rt ERE 5 R the trend toward greater patient financial
Webinar: Payer Innovations: Educating Member Populations for responsjibili(y, EelRRyipsteniniare N
Improved Medication Management increasingly important source of revenue for
— 3 hospitals. Click here to download this free
DATE: TUESDAY, NOVEMBER 27TH, 2 PM ET / 11 AM PT special report,
Opportunities abound for improving medication management for specific member populations.
This webinar will highlight the strategies payers are using to improve medication adherence, MORE ITEMS
reduce costs and improve health outcomes. Register Now!

http://www.fiercehealthcare.com/story/prepayment-audits-start-aug-27/2012-07-31 11/16/2012
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RAC audits targeting DRGs

July 10, 2012 | By Ron Shinkman

SHARE  Two prominent healthcare attorneys say that a specific group of diagnosis-
related group (DRG) codes are drawing the most attention in terms of Medicare
Email | recovery audit contractor (RAC) and prepayment audits.

Particular RAC hotspots at the moment concern hospital inpatient treatments for

urinary tract disorders, mental healthcare and short inpatient stays (typically two

Tweet  days or less), according to Scott McBride, a partner in the Houston office of
Baker & Hostetler law firm.

McBride and Jason Pinkall, an associate counsel for Dallas-based hospital chain
~snare . Tenet Healthcare Corporation, presented at the Healthcare Financial
Management Association's annual conference in Las Vegas late last month.

DATE: WEDNESDAY, DEC. 5TH, 11 AM ET/8 AM PT

1 Join us as we discuss why healthcare organizations must find a way to balance the
needs of a highly mobile workforce against HIPAA compliance needs in a way that ensures
security while improving productivity. Register Now!

e Webinar: Secure Mobile File Access for HealthCare Organizations
--

Pinkall noted that audit attention is being drawn to 19 specific DRGs where
hospitals are "feeling some pain." They mostly focus on spinal fusion, hip

reddit replacements and unspecific treatment at hospital emergency rooms, usually for
nausea and vomiting.

submit

002 The vast majority of RAC audits result in overpayments being refunded rather
than underpayments to providers, according to the Centers for Medicare &
Medicaid Services. Nearly three-quarters of RAC overpayment determinations

o are successfully appealed, according to the American Hospital Association's

RACTrac program.

Both McBride and Pinkall urged those entities undergoing audits and ordered to
Print pay back funds to be extremely organized when appealing such judgments, a
complex process that can take months, if not years.

o To learn more:
Author - read about the RAC program
- check out the AHA's RACTrac program

Related Articles:

Hospitals report increased RAC activity, denials

CMS to pay out $3B to settle hospital underpayments
Medicare collects $1.27B in overpayments

Most hospitals have 1 employee to handle RACs

Reprint

Filed UnderCenters For Medi And Medicad Services, Heall e Financial M A iation, very Audit
Contractor (RAC), Tenet Healthcare Corp.

http://www.fiercehealthfinance.com/story/rac-audits-targeting-drgs/2012-07-10
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Hospitals demand upfront payments from ER
patients

Help ER patients get coverage, save millions
Hospital collection firm fined, banned from state

3 RAC targets to watch for

CBO: Healthcare eating up more of U.S. economy

THE LIBRARY: EBOOK

Special Report: Patient Collection Best-
Practices

| SPONSORED BY: ZIRMED | PUBLISHED:
@ OCTOBER 11, 2012

As the insurance industry continues
the trend toward greater patient financial
responsibility, self-pay patients are an
increasingly important source of revenue for
hospitals. Click here to download this free
special report.
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