Recovery Audit Contractors
(RACs) and Medicare

The Who, What, When, Where, How and Why?
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rWhat are the providerso
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Why do we: have-RACS?

Top Federal Programs with:improper Payments 2008
(BillionDollars)

Unemployment  Old Age, Survivors, and
Insurance Disability Insurance

$3.9 $2.0 Food Stamps
$1.6

Supplemental Security
Income
$4.6

Medicare Advantage
$6.8

Medicaid
$18.6

*Medicare FFS
$10.4

Of all agencies that reported to
OMB in 2008, these 8 make up
83% of the improper payments.

*2008 Error Rate for FFS
decreased from 3.9% to 3.6% and
CMS estimates to have saved over
$400 million in the last FY

Medicare receives over 1.2
billion claims per year.

Other Programs

$12.1 This equates to:

A5 million claims per work day




What is a RAC?
The RAC Program Mission

1 The RACs detect and correct past
Improper payments so that CMS and
Carriers, Fls, and MACs can implement
actions that will prevent  future improper
payments

BProviders can avoid submitting claims that do
not comply with Medicare rules

BCMS can lower its error rate

BTaxpayers and future Medicare beneficiaries
are protected




Will the-RACSs affect me?

+ Yes, If you bill fee - for - service programs,

your claims will be subject to review by the
RACs

v If so, when?




Timeframes

*RACs may not begin
reviewing until there is
provider outreach in

‘ the state
Claims Available for Analysis Provider Outreach Earliest Correspondence
March 1, 2009 March 1, 2009 March 1, 2009

August 1, 2009 August 1, 2009 August 1, 2009




RAC Legislation

. Medicare Modernization Act, Section 306
BRequired the 3 - year RAC demonstration
. Tax Relief and Healthcare Act of 2006,

Section 302

BRequires a permanent and nationwide RAC
program by January 1, 2010

; Both of these statutes gave CMS the
authority to pay the RACs on a
contingency fee basis




What does a:RAC do?
RAC Review Process

}
}

RACSs review claims on a post - payment basis

RACs use the same Medicare policies as
Carriers, Fls and MACs
BNCDs, LCDs, CMS Manuals

Two types of review:

B Automated (no medical record needed)

B Complex (medical record required)

RACs will not be able to review claims paid prior
to October 1, 2007

B RACs will be able to look back three years from the date
the claim was paid

RACs are required to employ a staff consisting

of nurses or therapists, certified coders, and a

physician CMD



RAC Process

Automated RAC makes a
> claim —>
. determination
Review

RAC decides
whether additional
documentation is
required to make a
determination

RAC
requests
additional
documen-
tation

Provider has 45
days plus 10
calendar days mail
time to submit.

RAC has up to
60 days to
review
additional
documentation

RAC makes
a claim
determination

RAC issues Review
Results Letter
to provider
(does NOT
communicate
improper amount or
appeal rights
includin
finding

If no
findings
STOP



RAC sends
claim info to
Carrier/FI/MAC

Carrier/FI/IMAC
adjusts & issues
Remittance

Advice (RA) to
provider.
Code 0 N4

320

Day 1
RAC issues Demand
Letter which includes
amount and appeal
rights.

A\ 4

On Day 41,
Carrier/FI/IMAC recoups
by offset.




CMS RAC Review Phase- in Strategy

as of 06/24/09

Earliest possible dates for Earliest possible dates for

reviews in blue states

reviews in yellow/green states

»  Automated Review - Black &
White Issues (June 2009)

» DRG Validation - complex . DRG Validation - complex
review (Aug/Sept 2009) review (Oct/Nov 2009)
;. Complex Review for coding

;  Complex Review for coding
Sl (Aug/ Sept 2009) errors (Oct/Nov 2009)

; DME Medical Necessity
Reviews 6 complex review
(Fiscal year 2010)

;  Medical Necessity Reviews -
complex review (calendar
year 2010)
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The Collection/Process

1 Same as for Carrier, Fl and MAC
identified overpayments

v Carriers, Fls and MACs issue Remittance
Advice

fRemar k Code N432: O0A
Based on Recovery Au

BCarrier, FI, MAC recoups by offset
unless provider has submitted a check
or a valid appeal
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}
}

Demand letter Is issued by the RAC

RAC will offer an opportunity for the
orovider to discuss the improper

payment determination with the RAC
(this is outside the normal appeal
process)

Issues reviewed by the RAC will be
approved by CMS prior to widespread
review

Approved issues will be posted to a RAC
website before widespread review
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