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MemorialCare Health System

Non-profit 5 hospital health system
1,500 Licensed beds
10,000 Employees
3,300 Medical Staff Members
200,000 ER visits
85,000 Discharges
$150M Community Benefit
$1.5 B Net Revenue
25% Medicare Payor Mix



RAC Expansion Schedule
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Medical Record Request Limits
I/P Hospital, IRF, SNF, Hospice, Psych

10% of avg. monthly claims (max of 200) per 45 days

Other Part A Billers (O/P Hospital, HH)
1% of avg. monthly Medicare services (max of 200) per 45 days

Physicians
Solo Practitioner: 10 medical records per 45 days
Partnership of 2-5 individuals: 20 medical records per 45 days
Group of 6-15 individuals: 30 medical records per 45 days
Large Group (16+ individuals): 50 medical records per 45 days

Other Part B Billers (DME, Lab)
1% of average monthly Medicare services per 45 days 



RAC  Review Types

Automated Reviews
Medically Unlikely
Duplicate Billing
No opportunity to rebut RAC finding

Complex Medical Record Review
Coding reviews
Medical Necessity reviews



RAC Status January 2009

2,103# of Chart Reviews Completed by RAC

$9,743,897Net Dollars Retracted

1,063# of Accounts with Dollars Retracted

1,148
894
254

Total # of Claims Modified by RAC
*    Medical Necessity
*    Coding

53%% of Accounts Modified Down

29# of Accounts Modified Upward

1,119# of Accounts Modified Down

TotalMemorialCare Medical Centers



RAC Status January 2009

580
533
423
110

# of Claims Appealed at 2nd Level (QIC)
2nd Level Appeals Completed by QIC

Upheld
Overturned

271
$2,632,647

# of Overturned Claim Appeals Repaid
$ of Overturned Claim Appeals Repaid

117
36
36

# of Claims Appealed at 4th Level (MAC)
4th Level Appeals Completed by MAC

Appeals Reprimanded back to ALJ

292
224

1
223

# of Claims Appealed at 3rd Level (ALJ)
3rd Level Appeals Completed by ALJ

Upheld
Overturned

808
721
643
78

# of Claims Appealed at 1st Level (F.I.)
1st Level Appeals Completed by F.I.

Upheld
Overturned

TotalMemorialCare Medical Centers



RAC Appeals Process

If appeal within 60 
days – No 
Recoupment



MemorialCare Appeal Experience

78% of RAC denials = Medical Necessity
22% of RAC denials = Coding Issues

808 of 1,063 claims with payment 
retractions have been appealed (76%).

271 appeals repaid thus far $2,632,647

1st level of appeal - 11% overturn rate

2nd level of appeal - 21% overturn rate

3rd level of appeal – 99.6% overturn rate



RAC Areas of Focus

Two key areas to remember when performing your Risk Two key areas to remember when performing your Risk 
Assessment based on RAC History. Assessment based on RAC History. 

Medical NecessityMedical Necessity-- 40% of all overpayments 40% of all overpayments 
collected by the RAC, related to Medical Necessity collected by the RAC, related to Medical Necessity 
denialsdenials

CodingCoding-- 35% of all overpayments collected by the 35% of all overpayments collected by the 
RAC, related to Coding denialsRAC, related to Coding denials

Source: RAC Demonstration Evaluation June 2008Source: RAC Demonstration Evaluation June 2008
26%

Coding
CMS RAC Status 
Report June 2008



RAC Focus at MemorialCare

117 different DRG’s reviewed
Medical Necessity

Acute Rehab Joint Replacements
Short Stays (especially cardiac implant 
surgeries)

Coding
Wound Debridement
Septicemia
DRG’s with Complex Diagnosis



RAC Denial Letters

RAC Auditor justification listed on 
denial letters

Lab results, excerpts from physician and 
nursing notes
General Statements:

“failed to meet Interqual criteria”
“Not a CMS inpatient only procedure”
“Pt discharged in stable condition”



RAC Denial Letters

You are responsible for being aware 
of correct claim filing procedures and 
must use care when billing and 
accepting payment.  In this situation 
you billed and/or received payment 
for services you should have known
you were not entitled to.  Therefore, 
you are not without fault and are 
responsible for repaying the 
overpayment amount.



Operational Challenges

Not prepared for the volume of 
requests and associated activities
Slow to develop centralized internal 
tracking & workflow process
Hampered by evolving nature of RAC 
pilot project
Internal and external communication 
problems
Lack of denials & appeals 
management expertise



MemorialCare Response 

RAC Work Team
Shared Network Drive & 
Documentation Management RAC 
Tracking Tool
Use of Outside Consultants

Attorneys, Physician Advisors, Coding 

Education – Board/Staff/MD’s
Hospital Association Involvement 



Recommended RAC Preparation Activities

Assess your Risks
Design your RAC Work Flow
Develop/Acquire Electronic RAC 
Tracking Capability
Evaluate your Human Capital

“By failing to prepare you are preparing to fail”

Benjamin Franklin



Risk Assessment

ConsiderationsConsiderations
Data MiningData Mining

Documentation ReviewDocumentation Review

Evaluation of Key ProcessesEvaluation of Key Processes

Assignment of Admission  StatusAssignment of Admission  Status

Physician Query ProcessPhysician Query Process

Risk Assessment Work Flow
Tracking and 
Reporting Human Capital



Risk Assessment
Medical NecessityMedical Necessity

Does your facility have/use an Observation level of Does your facility have/use an Observation level of 
care in your ED?care in your ED?

Is there Case Management in your ED and Is there Case Management in your ED and 
Cardiac Cardiac CathCath Lab?Lab?

Do you have a second level physician review as Do you have a second level physician review as 
part of Case Management?part of Case Management?

Do you have outdated forms in either the ED or Do you have outdated forms in either the ED or 
Cardiac Cardiac CathCath Lab?Lab?

Risk Assessment Human CapitalWork Flow
Tracking and 
Reporting



Risk Assessment
CodingCoding

Does your facility currently perform retrospective Does your facility currently perform retrospective 
coding reviews?coding reviews?

Does your facility perform regular APC Audits?Does your facility perform regular APC Audits?

Does your facility include HIM assessments as Does your facility include HIM assessments as 
part of your Compliance plan?  What do you report part of your Compliance plan?  What do you report 
to your Compliance Committee?to your Compliance Committee?

These reports not only identify potential problems,  but can These reports not only identify potential problems,  but can 
also provide evidence to CMS and others that you have a formal also provide evidence to CMS and others that you have a formal 
audit & monitoring policy.audit & monitoring policy.

Risk Assessment Human CapitalWork Flow
Tracking and 
Reporting



Work Flow
ConsiderationsConsiderations

Identification of internal and/or external resources Identification of internal and/or external resources 
to be involved in your RAC response/review/appeal to be involved in your RAC response/review/appeal 
processprocess

Determine the level of centralization desiredDetermine the level of centralization desired

Determine the level of automation to be Determine the level of automation to be 
implementedimplemented

Clearly document responsibilitiesClearly document responsibilities

Understand key triggers and important timelinesUnderstand key triggers and important timelines

Risk Assessment Human CapitalWork Flow
Tracking and 
Reporting



Work Flow

Risk Assessment

Key Departments Involved In WorkflowKey Departments Involved In Workflow

Revenue CycleRevenue Cycle

Case ManagementCase Management

Health Information ManagementHealth Information Management

Patient Financial ServicesPatient Financial Services

Information ServicesInformation Services

Outside Contractors (Attorneys, Appeals, IS)Outside Contractors (Attorneys, Appeals, IS)

Human CapitalWork Flow
Tracking and 
Reporting



Work Flow

Risk Assessment

Planning Today Prevents Problems TomorrowPlanning Today Prevents Problems Tomorrow

Strategic/Operational Decision PointsStrategic/Operational Decision Points

Electronic vs. PaperElectronic vs. Paper

Document Management CapabilitiesDocument Management Capabilities

Submit Records on CD vs. PaperSubmit Records on CD vs. Paper

Appeals StrategyAppeals Strategy

Aggressive vs. SelectiveAggressive vs. Selective

Retain Funds vs. Utilize Full Appeal TimelinesRetain Funds vs. Utilize Full Appeal Timelines

Human CapitalWork Flow
Tracking and 
Reporting



Tracking and ReportingTracking and Reporting

Risk Assessment

ConsiderationsConsiderations
Size of Organization & Medicare Size of Organization & Medicare PayorPayor MixMix

Degree of Centralization in Work FlowDegree of Centralization in Work Flow

Level of Desired AutomationLevel of Desired Automation

Minimum Acceptable Reporting CapabilitiesMinimum Acceptable Reporting Capabilities

Short Term or Long Term HorizonShort Term or Long Term Horizon

Human CapitalWork Flow
Tracking and 
Reporting



Tracking and ReportingTracking and Reporting

Risk Assessment

Imaging

Automation

Customization

Reporting

Cost

ProprietaryAccessExcel

Tracking Tool Comparison TableTracking Tool Comparison Table

Work Flow Human Capital
Tracking and 
Reporting



Tracking and ReportingTracking and Reporting

Risk Assessment

TipsTips
Develop and run activity reports at regular intervalsDevelop and run activity reports at regular intervals

Medical Records Due in 15 daysMedical Records Due in 15 days

Appeals by Level Due in 15 daysAppeals by Level Due in 15 days

Denials trended by MSDenials trended by MS--DRG, Physician, Primary DRG, Physician, Primary 
Diagnosis, LOS, reason for denial, etc.Diagnosis, LOS, reason for denial, etc.

Financial impact reporting including dollars at Financial impact reporting including dollars at 
risk and dollars retractedrisk and dollars retracted

Appeals activity Appeals activity –– success by level of appealsuccess by level of appeal

Tracking and 
ReportingWork Flow Human Capital



Human CapitalHuman Capital

Risk Assessment

Important position control:Important position control:

RAC CoordinatorRAC Coordinator
May be full time or part time based on volume.  Calculate based May be full time or part time based on volume.  Calculate based on 10% on 10% 

of total IP discharges and 1% of OP services. of total IP discharges and 1% of OP services. 

HIM StaffingHIM Staffing
Make sure you have adequate staffing for Medical Record requestsMake sure you have adequate staffing for Medical Record requests or use or use 

copy service.  There is a provision for copy fees under the RAC copy service.  There is a provision for copy fees under the RAC ProgramProgram

Have internal or external resources reHave internal or external resources re--review RAC coding denialsreview RAC coding denials

Case ManagementCase Management
For Medical Necessity Appeals,  budget two hours per appeal.  ThFor Medical Necessity Appeals,  budget two hours per appeal.  This may is may 

decrease as the process becomes refineddecrease as the process becomes refined

Tracking and 
Reporting Human CapitalWork Flow



Human CapitalHuman Capital

Risk Assessment
Tracking and 
Reporting Human CapitalWork Flow



Resources
CMS RAC Status Reports, Statement of Work, FAQs, 
Expansion Schedule, Fact Sheets, Press Releases, etc.

www.cms.hhs.gov/RAC/
CMS Appeals Process

www.cms.hhs.gov/MLNProducts/downloads/MedicareAppealsProc
ess.pdf

American Hospital Association RAC Resources
www.aha.org/aha/issues/RAC/aharesources.html

Transmittal 1457 – Redeterminations of Overpayments
www.cms.hhs.gov/Transmittals/Downloads/R1457CP.pdf

Limitation on Recoupment (935) for Provider, Physicians and 
Suppliers Overpayments

www.cms.hhs.gov/MLNMattersArticles/downloads/MM6183.pdf
Transmittal 1671 – New & Material Evidence (Good Cause)

http://www.cms.hhs.gov/transmittals/downloads/R1671CP.pdf
OIG Audit of Medicare ALJ Hearings 7/08

www.oig.hhs.gov/oei/reports/oei-02-06-00110.pdf 
OIG Audit of QIC Medicare Appeals Processing 7/08

http://www.oig.hhs.gov/oei/reports/oei-06-06-00500.pdf



Appendix
Medical Necessity – High Risk RAC 1 Day non-surgical
admission denials normally attributed to the ED

1

MS-DRG

313 Chest pain

291 Heart failure & shock w MCC

292 Heart failure & shock w CC

293 Heart failure & shock w/o CC/MCC

392 Esophagitis, gastroent & misc digest disorders w/o MCC

391 Esophagitis, gastroent & misc digest disorders w MCC

192 Chronic obstructive pulmonary disease w/o CC/MCC

190 Chronic obstructive pulmonary disease w MCC

191 Chronic obstructive pulmonary disease w CC

069 Transient ischemia

DRG Description



Appendix
Medical Necessity - High Risk RAC 1 Day surgical
denials normally attributed to invasive cardiology

1

MS-DRG DRG Description

244 Permanent cardiac pacemaker implant w/o CC/MCC
249 Perc cardiovasc proc w non-drug-eluting stent w/o MCC
251 Perc cardiovasc proc w/o coronary artery stent or AMI w/o MCC
243 Permanent cardiac pacemaker implant w CC
246 Perc cardiovasc proc w drug-eluting stent w MCC or 4+ vessels/stents
227 Cardiac defibrillator implant w/o cardiac cath w/o MCC
259 Cardiac pacemaker device replacement w/o MCC
242 Permanent cardiac pacemaker implant w MCC
245 AICD lead & generator procedures
223 Cardiac defib implant w cardiac cath w AMI/HF/shock w/o MCC
226 Cardiac defibrillator implant w/o cardiac cath w MCC
248 Perc cardiovasc proc w non-drug-eluting stent w MCC or 4+ ves/stents
261 Cardiac pacemaker revision except device replacement w CC
225 Cardiac defib implant w cardiac cath w/o AMI/HF/shock w/o MCC
262 Cardiac pacemaker revision except device replacement w/o CC/MCC



Appendix
Common Coding Related RAC Revisions
DRG Description
389 G.I. obstruction w CC
375 Digestive malignancy w CC
194 Simple pneumonia & pleurisy w CC
309 Cardiac arrhythmia & conduction disorders w CC
253 Other vascular procedures w CC
187 Pleural effusion w CC
674 Other kidney & urinary tract procedures w CC
092 Other disorders of nervous system w CC
071 Nonspecific cerebrovascular disorders w CC
543 Pathological fractures & musculoskelet & conn tiss malig w CC
908 Other O.R. procedures for injuries w CC
312 Syncope & collapse
330 Major small & large bowel procedures w CC
372 Major gastrointestinal disorders & peritoneal infections w CC



MR Request           RAC DenialMR Request           RAC Denial
Appendix



22ndnd Level  Denial     ALJ DecisionLevel  Denial     ALJ Decision
AppendixAppendix



Lynn H. Grieves
Chief Compliance Officer
MemorialCare Medical Centers
lgrieves@memorialcare.org

Thank You!
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