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CMS

The vast majority of 
Medicare providers are 

doing their jobs right and 
RACs are working within 

their authority.

Ensuring accuracy, 
efficiency and effectiveness are 

key to RAC success. CMS works to 
make the RAC program as efficient 

and effective as possible by 
minimizing provider impact and 

administrative cost. CMS is sensitive
to the concerns of the 

provider and continues to 
work with these communities 
to reduce the burden of the 

review process. 
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CONGRESS

Rep. Kevin Brady 

RACs are an 
important program 

integrity tool. They are focusing on a 
legitimate discrepancy in Medicare 

payments. They 
are responding to 

the incentives.

Sen. Jerry Moran 

We need to achieve a
balance of safeguarding Medicare 

finances while avoiding costly 
burdens on hospitals and health 

care providers that are affecting their 
ability to care for patients.

Congress and 
Medicare should work to 

simplify the way audit 
contractors interact 

with providers.

Sen. Max Baucus 
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PROVIDERS

RACs are bounty 
hunters paid a contingency fee 

based on the money 
clawed back from 

denied claims.

RACs are second 
guessing physicians. 

RACs are often 
inaccurate and inflict 
avoidable legal and 

administrative costs on 
hospitals.
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RACS 

Our work is strictly governed 
by CMS—more so than other 

CMS audit contractor.
We are paid a small portion of 
the proceeds that we recover 
and must return ALL of our 
fee if our determinations are 

found to be incorrect. 

We are 100% incentivized 
to work accurately and 

precisely and only pursue 
claims which have been 

improperly paid. 
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2005 2009 2010 2011 2012 2013 2014 2015…

Medicare RAC 
Pilots

Medicare 
RAC 

National 
Roll  Out 

RAC Expansion to 
Medicare Part C & 

D and Medicaid 

RAC 
program 
continues 
to ramp up 

CMS begins RAC 
Reprocurement 

2 midnight rule 
goes into 
effect & short 
stay audit 
moratorium 

CMS pauses 
RAC program 

New 
Contract 
Awards 

OMHA 
announces 
two year 

delay in ALJ 
hearings/ 

SMRC 
Contract 

starts 

RAC 
program 
restart 
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RAC REQUIREMENTS

3 Year look- 
back Period

Credentials of 
reviewers 

provided upon 
request

Mandatory 
RAC Medical 

Director

RAC must return 
contingency fee if 
claim overturned 

at any level of 
appeal

Mandatory 
Coding 
Experts

Mandatory 
RAC claim 

status 
webpage

Discussion with 
CMD regarding 
claim denials if 

requested

External 
Validation 
Process

Mandatory 
Record 
Request 
Limits

Mandatory 
Medical Records 
Reimbursement 



RACS COMPARED TO OTHER 
CONTRACTORS

Table from report (redesign)

MACs ZPIC CERT RACs
Selection  of Claims for postpayment review

CMS approval of criteria for selecting billing issues prior to widespread use N N n/a Y
Provider notice of issues targeted for review 

Provider notice (on website) of billing  issues targeted for postpayment review N N n/a Y
Additional documentation  requests (ADR) Provider reimbursement for copies of medical records N N N some
Limits on number of ADRs contractor can request from provider N N N Y

Reviews

Authority  to deny claim for minor omissions Y Y Y N
Provider communication

Provider notification regardless of review outcome N N N Y
Reviewer's credentials available upon provider request N N N Y
Access to contractor's medical director to discuss claim denials upon request N N N Y
40 days to discuss any revision to initial determination informally prior to having to file an appeal N N N Y

Quality assurance

External validation of randomly selected claims by independent contractor N N N Y
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FY 2013 RAC REPORT TO CONGRESS 
October 2012 – September 2013 
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2013
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Region 1   Region 2  Region 3  Region 4 
Effective Date: TBD 

A/B Recovery Audit Program Regions DME&HH/H Recovery Audit Program Region 

Effective Date: TBD 

CONTRACT CHANGES
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CONTRACT CHANGES
Concern Program Change 

Upon notification of an appeal by a provider, the Recovery 
Auditor is required to stop the discussion period. 

Recovery Auditors must wait 30 days to allow for a discussion 
before sending the claim to the MAC for adjustment. 
Providers will not have to choose between initiating a 
discussion and an appeal. 

Providers do not receive confirmation that their discussion 
request has been received. 

Recovery Auditors must confirm receipt of a discussion 
request within three days. 

Recovery Auditors are paid their contingency fee after 
recoupment of improper payments, even if the provider 
chooses to appeal. 

Recovery Auditors must wait until the second level of appeal 
is exhausted before they receive their contingency fee. 

Additional documentation request (ADR) limits are based on 
the entire facility, without regard to the differences in 
department within the facility. 

The CMS is establishing revised ADR limits that will be 
diversified across different claim types (e.g., inpatient, 
outpatient). 

ADR limits are the same for all providers of similar size and 
are not adjusted based on a provider’s compliance with 
Medicare rules. 

CMS will require Recovery Auditors to adjust the ADR limits 
in accordance with a provider’s denial rate. Providers with low 
denial rates will have lower ADR limits while provider with 
high denial rates will have higher ADR limits. 
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HOSPITAL
SHORT 
STAY

AUDITS

ALJ 
HEARINGS
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SUPPLEMENTAL MEDICAL REVIEW 
CONTRACTORS 
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2014
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FY 2014 HDI APPEALS 

*HDI receives only 11% of notices to attend hearings *HDI has no opportunity to participate for CMS

FY 2014
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RECOMMENDATIONS
Collaboration among stakeholders 

Increase dialogue between RACs, policymakers and other 
stakeholders to improve the RACs, preserve the Medicare Trust 
Fund and protect tax dollars from improper payment

Appeals Reform 
Implement ALJ training on Medicare policy

Increase ALJ judges

Review use of “on the record” decisions by ALJs

Provider Education
Increase front-end education of providers. 

Leverage Recovery Audit findings and expertise. 
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MEDICAID RACS 
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Medicare RACs Medicaid RACs
Administered by CMS Administered by States

One Reimbursement Policy 50+ Different Reimbursement 
Policies 

Standard approach to providers State and local provider concerns
CMS determines scope of audit State decides what to include in 

audit
Prohibited from provider education Provider education about flagged 

claims  
Limited coordination Must coordinate with other state 

audits

MEDICAID RACS VS. MEDICARE 
RACS
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HMS’ MEDICAID RAC 
STANDARDS
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OVERVIEW OF REVIEW PROCESS
Analysis 

And Targeting

Education, 
Process Improvement

Review/Audit

• Program Analysis 
• Data Mining/Scenario Design
• Review both Underpayments & Overpayments
• State Approval of Audit Issue

Record Request
• Provider Contact
• Record Request/Receipt
• Tracking/follow up

• RN/Coder Review 
• Physician Referral
• QA and Client Review/Approval

Notification 
and Recovery

• Notification Letter
• Reconsideration/Appeal
• Recovery Support

• Provider Association Meetings
• Program Recommendations
• Newsletter/Website 
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HMS METHODS OF COMMUNICATION

24
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The Provider Portal is a secure website that allows providers 
manage their Medicaid RAC reviews.

More than 20,000 providers currently use HMS’s Provider Portal. 

Contact information can be updated by providers. 

Contains HMS contacts. 

HMS’ PROVIDER PORTAL 
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MEDICAID RAC CHALLENGES 
Conflicting state and federal policy and interests 

Timeliness and access to data 

Scope limitations

Crossover of non-applicable Medicare RAC 
requirements 
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