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Agenda 

To discuss  
¥  current government contractors and their respective functions; 
¥  data mining as a key driver for program integrity initiatives; 
¥  approaches for potential risk management and preparedness; 
and  
¥  possible dispute strategies. 

To highlight some commercial payor program integrity initiatives. 

Learning Objectives 



Background 
Information 



Then and Now 

•  "They believe we are bounty hunters," N. Lee White, who 
heads U.S operations for PRG-Shultz International, said of 
California lawmakers and the California Hospital Association. 
"I don't appreciate the characterization.”  November 12, 2007 

•  According to the Associated Press, on March 9th 2010, 
President Barack Obama said he'll bring in high-tech “bounty 
hunters” to help root out health care fraud using data mining 
and computer programs that looks for fraudulent claims and 
erroneous data. 



Some Estimates 

RAC Overview: FY 2006* RAC 
Status Report, pg. 18 

“achieved a respectable return on 
investment of 373% in 2006” 

Medicaid: 18.5% loss 

Fraud: 2% – 10+% 



Financial Impact to Hospitals, RAC Demonstration 

•  Over 90% of hospitals in NY and Florida had their 2007 
revenue impacted by less than 2.5% 

•  In California, 68% of hospitals had their 2007 revenue impacted 
by less than 2.5%. 



Many reports have documented the explosion of data in 
healthcare (One data source is the 2003 study released by the UC Berkeley School of Information Management & Systems entitled 

How Much Information?, Retrieved from http://www2.sims.berkeley.edu/research/projects/how-much-info-2003/execsum.htm)  



 Understanding the current environment 

•  Medicare Administrative Contractor (MAC) 
•  Recovery Audit Contractor (RAC) 
•  Medicare Secondary Payor RAC (MSP RAC) 
•  RAC Validation Contractor 
•  Medicaid Integrity Program Contractor (MIP, MIC) 
•  Program  Safeguard Contractor (PSC) 
•  Zone Program Integrity Contractor (ZPIC) 
•  Qualified Independent Contractor (QIC) 
•  Quality Improvement Organization (QIO) 
•  Medicaid Payment Error Rate Measurement Contractor (PERM) 
•  Medicare Drug Integrity Contractor (MEDIC)  
•  Medicare Demos (DME, HHA) 

http://www2.cms.gov/MedicareContractingReform/Downloads/FunctionalEnvironment.pdf 



What do all these players have in common? 

 They perform data mining.  

 "This is a new era of using data in the health care 
marketplace," says Larry Vernaglia, an attorney 
with Foley & Lardner LLP. "CMS has always had 
access to tons of data, but now they have new 
ways to slice and exploit this data both internally 
and through Medicare contractors."  

AIS's Health Business Daily 



One PI 

•  By September 2007, CMS had funding for the One PI 
initiative to build a the Medi-Medi infrastructure  

•  CMS’s One PI , also known as the "One Program Integrity 
System Integrator," has contractors such as EDS, Teradata, 
Thomson Reuters who are providing data-analysis tools and 
use data-analysis methods for Medicare and Medicaid fraud-
and-abuse detection. 



 Two Main Drivers in Program Integrity  

•  Quality 
•  Fraud and Abuse 

Foundational to both issues?  Data 

“CMS’ Quality Improvement Roadmap vision is “the right care for 
every person every time”1 

1  CMS’ Progress Toward Implementing Value-Based Purchasing”, Lisa Grabert, Health Insurance Specialist, Hospital & Ambulatory Policy Group, August 21, 
2008 



CMS’ VBP Program Goals1 

!   Improve clinical quality 
!   Reduce adverse events and improve patient 

safety 
!   Encourage patient-centered care 
!   Avoid unnecessary costs in the delivery of care 
!   Stimulate investments in effective structural 

components or systems 
!   Make performance results transparent and 

comprehensible  
!   To empower consumers to make value-based 

decisions about their health care 
!   To encourage hospitals and clinicians to 

improve quality of care  

1  CMS’ Progress Toward Implementing Value-Based Purchasing”, Lisa Grabert, Health Insurance Specialist, 
Hospital & Ambulatory Policy Group, August 21, 2008 

!    quality of care 



“Quality gaps” throughout the system result in avoidable 
deaths, direct costs, and economic loss 

Source: National Committee for Quality Assurance. The State of Health Care Quality: 2006.  

Lost productivity 
due to suboptimal 

care: $10.6B 

Avoidable deaths 
ranged from 

37,000 Ð 81,000 in 
2005, at an 

upward cost of 
$3.9B 



Clinical Literature Supports Variation in Recommended Care   

Condition % Recommended 
Care Received 

Senile Cataract 78.7 
Breast cancer 75.7 
Prenatal Care 73.0 
Low back pain 68.5 
Coronary artery disease 68.0 
Hypertension 64.7 
Congestive heart failure 63.9 
Cerebrovascular disease 59.1 
Chronic obstructive 
pulmonary disease 58.0 

Depression 57.7 
Orthopedic conditions 57.2 
Osteoarthritis 57.3 
Colorectal cancer 53.9 

Condition % Recommended 
Care Received 

Asthma 53.5 
Benign prostatic hyperplasia 53.0 
Hyperlipidemia 48.6 
Diabetes mellitus 45.4 
Headache 45.2 
Urinary tract infection 40.7 
Community acquired 
pneumonia 39.0 

Sexually transmitted diseases 36.7 
Dyspepsia/peptic ulcer 
disease 32.7 

Atrial fibrillation 24.7 

Hip fracture 22.7 
Alcohol dependence 10.5 



Practice Variation Exists (1995 data) 



The Time is Now 



Three Audit Types 

•  MIC Audits 
•  ZPIC Audits 
•  RAC Audits 



MIC Program 



Deficit Reduction Act of 2005 

!  Section 6034 (42 U.S.C. § 1396u-6) created the Medicaid 
Integrity Program.  Signed into law in February 2006. 

!  Created first national program for combating Medicaid fraud, 
waste, and abuse. 

!  The Centers for Medicare & Medicaid Services (CMS), within 
the Center for Medicaid and State Operations, created the 
Medicaid Integrity Group to implement the Medicaid Integrity 
Program.  



Organization of the Medicaid Integrity Group 

•  Office of Group Director 
Oversees activities of the Medicaid Integrity Group 
•  Division of Medicaid Integrity Contracting (DMIC) 

 Oversees procurements, evaluation and oversight of Medicaid Integrity 
Contractors (MICs) and all other Medicaid Integrity Program-related 
contractors. 

•  Division of Fraud Research & Detection (DFRD) 
 Identifies fraud patterns/trends, shares with Medicaid Integrity Group 
contractors and States. 

•  Division of Field Operations (DFO) 
 Consists of approximately 40 field staff in New York, Chicago, Atlanta, 
Dallas, and San Francisco offices. 

 Conducts program integrity reviews of States. 
 Provides support, assistance to States concerning Medicaid 

 program integrity issues. 



MIC General Audit Process (first steps) 

•  Identify potential audit targets through data analysis (review 
MIC) 

•  Targets undergo vetting as potential audits with State and law 
enforcement 

•  Audit MIC receives assignment 
•  Audit MIC contacts with provider and scheduling of the 

entrance conference 



MIC Contractor Information 

There are three types of contractors: review, audit, and education MICs. 

Who are the Audit MICs? 
Umbrella contracts have been awarded to: Booz Allen Hamilton, Fox Systems, 

Inc., IPRO, Health Management Systems (HMS), and Health Integrity, 
Management Systems (HMS), and Health Integrity, LLC.  

Task orders have been issued for the following CMS Regions to the following 
MICs:  Regions I/II (IPRO); Regions III/IV (Health Integrity but formerly 
Booz Allen Hamilton); Regions V/VII (Health Integrity); Regions VI/VIII 
(HMS) and Regions IX/X (HMS). 



Relevant Issues 

•  No Limits on the Number of Medical Records 
•  Short timeframe 
•  Audit according to General Accepted Government Auditing 

Standards 
•  Data issues 
•  Statistical sampling and extrapolation issues 
•  Identify substantive data standards utilized  
•  Structure to program 
•  Requests for information outside of the scope of the audit 
•  Looking back 
•  Duplicative of other audits 



Draft New Mexico Audit Authority, Guidance and 
Limitations 

•  The State Medicaid Agency, the New Mexico Human Services Department 
(“HSD”), through its Medical Assistance Division (“MAD”), the Federal 
Government and their contractors have broad audit and regulatory 
authority. 

•   The State administrative code provides for the use of statistical sampling 
techniques and extrapolation for projecting Medicaid overpayments. 

•  All providers must comply with the general participation requirements 
articulated in the General Provider Policies of the New Mexico Medicaid 
Program as codified in the New Mexico Administrative Code. 

•  Each provider must retain all records for six (6) years from the date of 
creation or until ongoing audits are settled.  

•  State law is silent on the audit “look-back” period. In the absence of 
express limitation, it is presumed that the maximum look back period is 6 
years, coinciding with the record retention period.  



Draft New Mexico Audit Authority, Guidance and 
Limitations 

•  MAD of the HSD administers the New Mexico Medicaid Program and has 
oversight responsibility for claims processing, financial transactions, and 
contractors who process claims and perform audits.   

•  HSD may, upon not less than two days' written notice to a Medicaid 
provider, carry out an administrative investigation or conduct 
administrative proceedings to determine whether a Medicaid provider has 
breached any obligation relation to the provision of Medicaid services or 
engaged in any activity which may constitute fraud or may be in violation 
of the Medicaid Provider Act (“The Act”)    

•  The Act affords HSD full access to any provider records, including those of 
contractors and subcontractors, in order to  ensure that the provider is 
complying with the terms of its contract with the Department.  

•  HSD must give at least two days' written notice to a Medicaid provider.  



Draft New Mexico Audit Authority, Guidance and 
Limitations 

•  Upon appropriate request, a provider must produce to MAD, the 
appropriate MAD claims processing contractor, a MAD audit contractor, 
MAD utilization review contractor or MAD designated representative, any 
financial, audit, cost, medical, or other record which pertains to Medicaid 
reimbursement.  

•  The provider must supply these records without costs.  
•  Records must be provided within two business days after the date of the 

request unless the records are held off-site or by another entity, such as a 
contractor. In the latter case, the provider has ten business days after the 
date of the request to produce the records.  

•  HSD has authority to recover overpayments made to Medicaid providers, 
but must collect these overpayment amounts within twenty four (24) 
months of the initiation of recovery. New Mexico briefly defines 
“overpayments” as “[Amounts] paid to Medicaid providers in excess of the 
Medicaid allowable amount.”  



Draft New Mexico Audit Authority, Guidance and 
Limitations 

•  New Mexico expressly permits the use of statistical sampling methods in 
the calculation of overpayment. Specifically, audits to recover 
overpayments may include the use of random sampling and extrapolation, 
using generally accepted statistical methods (to a confidence level of 90%), 
and the findings can be extrapolated to the universe for the specified audit 
period.   



Draft New Mexico Audit Authority, Guidance and 
Limitations 

•  N.M. CODE R §8.351.2.13A(2)., N.M. CODE R. §8.351.2.9, N.M. CODE R. 
§8.351.2.10B., N.M. CODE R. §8.302.1.17,  N.M. Code R. §8.351.2.10B(4), N.M. 
CODE R. §8.302.1.19, N.M. CODE R. §8.351.2, N.M. CODE R. §8.351.2.13 

•  Medicaid General Provider Policies, N.M. CODE R §8.302.1. 
•  Medicaid General Administration Policies, MAD-020,  available at 

http://www.hsd.state.nm.us/mad/generaladministrationpolicies.html 
•  Medicaid Provider Act, N.M. STAT.§27-11-1 et seq. (1978 and all associated 

versions) 



Some areas of focus 

•  Heart failure and shock  
•  Billing for monthly “bundled” services while in inpatient or 

long term setting 
•  Ambulatory surgery with no complications to justify inpatient 

stay. (Commonwealth Fund study)  
•  Observation versus inpatient stay, short day admissions 
•  CMS Correct Coding Initiative  
•  Managed care and capitation, deceased members and 

capitation 
•  In general, who gets the most money? who has not been 

audited in the last 3 years? what claims have the highest 
vulnerabilities? 



LTC areas of focus  

•  Deceased patients 
•  Accuracy of patient responsibility/share of cost 
•  Duplicative payment issues/impact of retro Medicaid rate 

changes can make it look like duplicate claims 
•  Bed-hold rate limitations 



Pharmacy areas of focus 

•  Kits 
•  Units/quantity billed/days billed 
•  Outpatient and inpatient pharmacy 
•  “High visibility” drugs 
•  New drugs and units (physician) 



ZPIC Program 



ZPICs 

 “In a major shift in it war on fraud, CMS is replacing program 
safeguard contractors (PSCs) with seven zone program 
integrity contractors ZPICs. They will tackle all benefit 
integrity activities across the country and form rapid response 
teams with a more aggressive fraud fighting mandate, said 
Kim Brandt, director of the CMS Program Integrity Group.  
Five of the seven ZPICS will be assigned to “hot spot” areas - 
California, Florida, New York, Illinois and Texas….CMS 
intends to resolve fraud and abuse and overpayment matters 
administratively more often, when possible including sanctions 
and education ÉÓ 

Report on Medicare Compliance (10/1/07) 



More on ZPICs 

•  Health Integrity LLC, the zone four (Colorado, New Mexico, 
Oklahoma, and Texas) Zone Program Integrity Contractor 
(ZPIC), has begun requesting medical records for review. 

•  The ZPICs are Medicare audit contractors that specifically 
identify cases of alleged fraud and abuse.  

•  According to the CMS Program Integrity Manual, ZPICs may 
"take immediate action to ensure that Medicare Trust Fund 
monies are not inappropriately paid out and that any mistaken 
payments are recouped.” 



More on ZPICs 

•  Some information indicates reviewers may not be following 
contractual requirements 
–  Review with dates of service prior to award of contract 
–  Duplicate reviews  

•  Facilities should be aware that ZPICs could notify the facility 
via fax a mere hour before the visit.  
–  Where have little time to prepare, providers/facilities are within their 

rights to supplement any requested records with supporting 
documentation even after the visit is complete. 



RAC program 



Overview of the RAC Initiative 

•  Section 302 of the Tax Relief and Health Care Act of 2006 makes the RAC 
Program permanent and requires the Secretary to expand the program to all 
50 states by no later than 2010. 

•  RACs are not intended to replace other review efforts by Fiscal 
Intermediaries, Part B and DME Carriers, Program Safeguard Contractors 
(PSC), Benefit Integrity Support Centers (BISC) Quality Improvement 
Organizations (QIO) or the Office of Inspector General (OIG) 

•  The RAC Program’s Mission is to reduce Medicare improper payments 
through the efficient detection and collection of overpayments, the 
identification of underpayments and the implementation of actions that will 
prevent future improper payments. 



RAC Subcontractor Information 

Region A: DCS 
•  Subcontractors: PRG Shultz, iHealth Technologies and 

Strategic Health Solutions 
Region B: CGI 
•  Subcontractor: PRG Schultz 
Region C: Connolly Consulting 
•  Subcontractor: Viant Payment Systems, Inc. 
Region D: HDI 
•  Subcontractor: PRG Schultz 

Reference: http://www.cms.hhs.gov/RAC/Downloads/ 



Preparing for the RAC Reviews 

"   Conduct a risk assessment on the type of claims that were identified for improper payment 
in the demonstration project.  

"   Consider the use of technology to prepare and respond to RACs – for example, use of 
shared drives; systems currently in place with potentially useful tools, coding checks, alerts;  
potentially adapting current coding or compliance software to automate prevention 
activities;  and the use of document management system to ensure completeness of records, 
document records released and expedite sending of records. 

"    Proactively review a sample of claims specifically focusing on the type of claims the RACs 
have addressed in their audits to determine if a “root cause” analysis should be performed.  
A root cause analysis may identify underlying business processes resulting in systemic 
coding, billing or medical necessity issues that impact claims in all years subject to review 
by the RAC. 

"   Monitor local Medicare contractor activities.  
"   Use same information and approach to assess potential risk for other CMS programs 

currently underway, such as CMS’s Quality Improvement Organization Initiatives, 
Medicaid Program Integrity, and the Medicare-Medicaid Data Match Program (Medi-Medi 
project).  



General RAC Concerns 

•  RAC Methodologies 
–  Inappropriate application of Coding Guidelines 
–  Application of outdated coding directives  

•  “This information has been superceded by…”  
Coding Clinic notes 

–  Failure to apply “co-existing conditions”  guidelines 
•  “Patient admitted with respiratory failure  

due to sepsis and pneumonia…” 
•  RACs may be exceeding their authority… medical necessity denials 

(inpatient rehab) vs. duplicate payment, inaccurate coding, payment 
policies 

•  Misuse of Medicare policy – treating guidelines as the law; not 
acknowledging medical discretion and clinical judgment 



Commercial Payor 
Initiatives 



Selected areas of focus 

•  Allied health care professionals, NPI and billing including but 
not limited to PAs, NPs, CNS 

•  Radiology and diagnostic imaging 
•  Cosmetic procedures 
•  Medical record standards 
•  Duplicate billings for laboratory services (clinical trials, 

physician – lab) 
•  Urgent care versus emergency room  
•  Inpatient only list of procedures 
•  Drugs 
•  Foreign [based] claims 



Cases 
Note: case study materials are not 
included in conference PowerPoint 
submission 



Questions? 

Jean Bishop 
703 538 5473 

jeanbishop01@verizon.net 


