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Medicare’s Recovery Audit Contractor
Program Under Scrutiny by Physicians

BY DENISE NAPOLI
Assistant Editor

WASHINGTON — The Recovery Audit
Contractor program, charged with in-
vestigating and remedying improper
Medicare payments to providers, must
undergo some serious structural changes
before it is ready for prime time, said sev-
eral physicians in testimony before the
House Committee on Small Business.

The Recovery Audit Contractor (RAC)
program employs private contractors to in-
vestigate improper payments by Medicare
to health care providers. The program
was mandated in the Medicare Modern-
ization Act and tested in New York, Cali-
fornia, and Florida beginning in 2005. With
the pilot now completed, nationwide adop-
tion is scheduled to begin in 2010.

Dr. Karen Smith, a member of the
American Academy of Family Physician’s
Commission on Practice Enhancement,
testified about her own experience deal-
ing with RAC audits. She said that in
2005, two representatives from one con-
tractor, AdvanceMed, showed up at her
office unannounced, flashing badges, and
requested 72 charts for records from the
previous year and a half.

“The care of my patients was disrupt-
ed in our open access, rural family prac-
tice as patients, pharmaceutical vendors,
and other visitors of the practice ob-
served the unannounced review,” ac-
cording to her submitted testimony.

Five months after the audit, Dr. Smith
received notice that 72 claims with 154

services were reviewed by the RAC, of
which 91 services were disallowed for
payment. The RAC then used an extrap-
olation formula to determine how much
Dr. Smith owed, except it relied on an in-
correct “sampling frame size” of 2,935
Medicare patients, nearly 2,000 more
than Dr. Smith had in her practice.

“The discrepancy was not acknowl-
edged or corrected in the final calcula-
tions,” Dr. Smith said. The alleged
Medicare overpayment, using this flawed
calculation, totalled $48,245, she said.

After a lengthy, costly, and ultimately
not totally successful series of appeals,
Dr. Smith was forced to use proceeds
from a home equity loan to pay CMS an
adjusted sum of $18,158. “The ‘guilty un-
til proven innocent’ audit we endured
used sampling and extrapolation calcula-
tions [that] are not properly verified for
validity,” said Dr. Smith.

Dr. William A. Dolan, a member of the
American Medical Association board of
trustees, also testified before the com-
mittee, which is chaired by Rep. Charles
Gonzalez (D-Texas).

“The best way to reduce common
billing and coding mistakes is through tar-
geted education and outreach, rather than
onerous audits performed by outside con-
tractors provided with incentives to deny
claims,” he wrote in his testimony.

One of the greatest problems is RAC’s
ability to designate improper payments
based on contractors’ judgment of “med-
ical necessity.... We do not think that these
reviews are appropriate for the RAC pro-
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& EKG Machines for LESS!!

Medical Device Depot sells the best name brands at the lowest prices!

Our machines come with a long-

termwarranty and in-office trainirs.
Choose from the following speciai il

AT-1i: Multi-channel EKG
w/interpretation $1,398
AT-2i: Multi-channel EKG

w/interpretation & full page
printout $1,856

AT-2 light: Multi-channel EKG ll‘.,
w/interpretation, full page \l,l.

printout & alphanumeric
keyboard $2,275

AT-2 plus: Multi-channel EKG
w/interpretation, full page
printout, alphanumeric keyboard
& EKG waveform display $2,677
Add spirometry for $1,000

Medical Device Depot

Also available at www.elsevierhealthcareers.com

See before vou buy!!
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Refurbished Ultrasounds-Pulse Oximeters-Spirometers
PC Based EKGs-Stress Test Systems-PC Based Holter Systems
Ambulatory BP Monitors-Vital Signs Monitors-Dopplers

Call for on-site demonstration or more info!

Toll Free 877-646-3300

www.medicaldevicedepot.com





