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F o r  m o r e  i n f o r m a t i o n ,  p l e a s e  c o n t a c t :

The 2008 Medicare Part B Physician Fee Schedule (continued)

made are deemed overpayments. Documentation
requested on Part A claims includes not only medical
documentation for the period of the claim, but also
MDS information and documentation for look-back
periods that relate to setting the Medicare RUG category
for the period being billed on the claim.

Probe audits include both Part A and Part B claims.
They do not replace the normal prepayment review of
Medicare claims, but supplement this review.

Medicare is now introducing a new type of auditor, the
Recovery Audit Contractor (RAC). The pilot RAC program
was conducted in three states (New York, California
and Florida), but excluded providers who had Mutual
of Omaha as their intermediary.

The RAC samples previously unreviewed claims to
determine the accuracy of payment. They look for billing
errors, payment errors by the intermediaries, and whether
the claim was medically reasonable and necessary. If
the RAC determines a claim should not have been paid,
the claim is denied and any previous payment is
recovered. As with all denials, the provider maintains
their appeals rights.

The RACs are paid a percentage of the amounts they
deem to be overpayments.

At the end of 2007, the RAC program was expanded.
Massachusetts, Arizona and South Carolina, plus those
Mutual of Omaha providers in the original three states,
are now included. The program will further expand
later this year. CMS expects the RACs to begin auditing
providers in 14 more states by March 2008, an

additional four states by October 2008, and the
remaining 26 states in 2009.

There were issues during the pilot with RACs denying
a large number of claims that were later overturned
during appeal. Congress is looking into the program
to see if modifications are needed or if there needs to
be a change in the contracting of RACs.

As with Probe audits, the RACs request documentation
on a sample of claims. The provider has 30 days to
respond, or the claim is denied. The RAC samples in
the pilot were larger than what we have seen in the
Probe audits. In some cases, almost every claim in a
facility was reviewed. When reviewing SNFs, the RAC
does not have to pay for copying. This causes some
financial burden on the SNF where a lot of
documentation is requested.

Providers have been able to hold off the financial impact
of RAC denials by quickly appealing them. If a denial
is appealed within 30 days of the date of the denial,
Medicare will withhold collection on the overpayment
until the appeals process is completed.

In the pilot, RACs generally focused on very specific
types of claims. During some audits in California they
looked almost exclusively at physical therapy claims
when reviewing rehab hospitals and SNFs.

Providers should be aware of these types of audits and
prepared to respond quickly to them. Peoplefirst’s
Clinical Services and Client Services teams are available
to assist our clients when these audits focus on claims
containing therapy services.
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