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RAC Ready? 
Cause here we GO!

Laura Pait, RHIA, CCS
Senior Director
Health Information Management
Novant HEALTH

Faculty Disclosure
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RAC Opportunity???

The RAC Program 
makes available to us 
the opportunity to 
expand our policy 
manuals to include 
assessments, education, 
staff training, and 
process improvements.

3

RAC - Protest Resolved

On February 4, 2009 the parties involved in the protest of the award 
of the Recovery Audit Contractor (RAC) contracts settled the 
protests. The settlement means that the stop work order has been 
lifted and CMS will now continue with the implementation of the 
RAC program.
Under the program, the four RACs will contract with subcontractors 
to supplement their efforts. PRG-Schultz, Inc. will serve as a 
subcontractor to HDI, DCS and CGI in regions A, B and D. Viant
Payment Systems, Inc. will serve as a subcontractor to Connolly 
Consulting in region C. Each subcontractor has negotiated different 
responsibilities in each region, including some claim review.
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Mechanics of the Process
Steps in the Process
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The Compliance Process



2

Mechanics of the Process Revenue Integrity Team
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One Size Does Not Fit All
Program Must Not Be Stagnant
“Programs hastily constructed and 
implemented without appropriate ongoing 
monitoring will likely be ineffective and could 
result in greater harm or liability to the hospital 
than no program at all.” 63 Fed. Reg. 8988 
(1998)

OIG’s Compliance Program 
Guidance for Hospitals
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A Comprehensive Compliance Assessment 
Provides review of:
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Compliance Solutions

An effective compliance 
program includes all the 
applicable elements.
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Compliance Solutions
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Compliance Solutions
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Regulatory Risk

Create Legitimate Opportunities
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Regulatory Risk – Medical Necessity
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What do we see today?

19 20

Impact on Admissions/Registration

Regulatory Risk –
Incorrectly Coded Services
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Coding
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High Volume Targets of RAC
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The 
DRGs/procedure 

codes listed 
were most 

frequently cited 
for coding errors
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High Paying Targets of RAC
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RAC Complex Review –
Incorrect Coding
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RAC Coding Issues:
Excisional Debridement – 86.22
Reporting of excisional debridement (86.22) w/o adequate medical 
record documentation to meet the definition of “excisional.”

MS-DRGs 463, 464 and 465
Physicians not explicitly documenting “excisional debridement”

“Sharp” is considered insufficient by RAC
“Excisional Debridement” is considered insufficient by  RAC
Use of scissors not substantial without explicit “excisional” 
documentation

Educate your clinicians
May need to revise documentation forms

1st Qtr 2008 – new guidance from AHA… review
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RAC Coding Issues
Single “CC” / MCC DRGs
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Discharge Status
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Discharge Status
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RAC Outpatient Audit

Excessive/Multiple 
Units 79%

All Other 21%

Outpatient Services
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Examples - Outpatient Services
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Examples - Outpatient Services
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Physician Focus Areas

Evaluation and Management Services-
All evaluation and management services that were billed during a global 
period, duplicate claims for evaluation and management services,
consultations and evaluation and management services billed with
procedures are all potentially reviewable by RAC. 
All evaluation and management services submitted with modifier 24 
could be subject to review.

Medical Necessity-
Ensure that your services meet the medical necessity edits found in the 
National Coverage Decisions. 
Ensure that the diagnosis is adequately documented in the medical 
record for the patient. (Example: Procedures to Pharmaceutical J
Codes). 

36
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Physician Focus Areas
Unbundling of procedures-

Keep current with NCCI initiative to ensure that the practice is not 
billing for more procedures than is appropriate. (Example: Billing 
for unilateral CPT code twice when another CPT code is 
applicable for bilateral services billed once.)

Place of Service Codes-
Ensure that the correct place of service is reported. (Example: 
billing as an office place of service for provider-based clinics).  

Units of Service-
From X-ray to pharmaceuticals injections, ensure that the correct 
number of units is reported. Excessive units and utilization will be 
subjective to review.

Vestibular function testing-
These services are addressed in Medicare Claims Payment 
Manual, Chapter 15- Covered medical and other healthcare 
services RAC will be looking for proper ordering guidelines and 
services performed by qualified personnel, and ensuring sufficient 
medical necessity is documented. Note: Cigna Government 
Services does not currently have a LCD for this testing. 37

Physician Focus Areas

Billing for Non-Covered services as covered 
services- for example, cosmetic procedures.  
Duplicate Claims- Claims billed and paid twice for the 
same service.
High Volume Services- Any CPT code that is billed at a 
high volume for any provider regardless if a NCD or LCD 
exists will be subject to review by RAC. 
“Incident to”- RAC will be looking for NP’s or PA’s who 
perform new patient services for and bill under the 
physician’s number.   
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Targeted RAC Reviews –
“Data Mining”
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Polling Question 

40

Has your facility developed or outsourced a data 
mining process?

26% Yes
68% No
5%   Under Discussion

Regulatory Risk –
Incorrect Payment Amounts, 
Non-Covered Services, 
Duplicate Services

Revenue Cycle Components
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Recent Assessments
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Where is the “Twist?”

44
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Are You in Denial Over Your Denials?

A 2007 Health Care Study found 
that both hospital executives and 
insurers believe their 
organizations are highly efficient 
when it comes to administration 
of claims and billing. 
However, the prevalence of 
redundant processes and high 
error rates in claims would 
indicate the opposite is true.

Are You in Denial Over Your Denials?

For example, 1 in 5 claims 
submitted is delayed or denied.
96% of all claims submitted in an 
average month must be 
resubmitted at least once. 
According to a report from the 
Health Care Advisory Board, the 
cost of denials to hospitals 
ranges from 1% to 3% of total 
revenue.

What Is A Denial? Polling Question 

A good denials management and resolution program 
includes a denials database and standardized reports.  
Do you have a standardized business office 
methodology to resolve denied accounts?

37% Yes
0%   No
39% Unknown
24% Under Discussion
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Mechanics of the Process RAC Collection Process

RAC Collection Process Will CAH be subject to RAC review?  
If so, how will the funds be recouped?
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Prepare Strategy Document
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"They think it’s free lunch, but they’re actually our RAC Committee volunteers."
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Revenue Integrity Team
– Corporate Compliance – Co-

chair with HIM Director
– Health Information 

Management
– Case Management
– Finance/Revenue Mgmt. 
– CDM
– Billing
– Medical staff
– Clinical departments
– Information Technology

56

Have Both Defensive and 
Offensive Strategies

Dedicated Staff Providers’ Records
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Permanence

Compliance Solutions
• RAC could be an important opportunity 

to enhance compliance and streamline 
billing concerns.

• Evaluating all the assets, strengths, 
and weaknesses in your revenue cycle 
will be crucial to formulating a 
seamless process to ensure issues are 
identified and corrected before the RAC 
identifies them.

Create?  Redesign? Proactive Approach
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Establish a Sense of Permanence Core Tasks for RAC Response
Monthly meetings with RAC team
Weekly conference calls with RAC 
coordinators
Physician one- on- one education on denial 
specific information
On- site participation with team meetings, 
chart review, education and review of recent  
denials
Quarterly conference calls with RAC 
coordinators collectively from each group
Quarterly meeting with System leadership66
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Have both Defensive and Offensive 
Strategies

Realities

68


