
 

 

In the ongoing saga between CMS and hospitals over the backlog of appeals caused by the Recovery Auditor 
(RAC) program, CMS announced a settlement program on Friday that may provide hospitals with some relief. CMS 
has offered to pay hospitals with pending appeals related to patient status (inpatient vs. outpatient observation) 
68% of the expected reimbursement to resolve the appeals. The settlement covers claims with dates of service 
before October 1, 2013.  Settlement requests are due to CMS by October 31, 2014, giving hospitals a tight 
timeframe in which to assess the costs and benefits of settling their pending appeals. 
 
There are currently over 1 million appeals pending at the third level of appeal before Administrative Law Judges 
(ALJs).  Most providers are waiting almost 2 years to have an ALJ hearing on their appeals, while CMS has 
already recouped payments.  CMS’ settlement offer gives hospitals the opportunity to resolve pending appeals and 
receive partial payment in a relatively short timeframe.  The settlement program would cover all of a hospital’s 
pending patient status appeals, meaning that a hospital cannot settle some claims and continue to appeal 
others.  Hospitals already have the opportunity to withdraw appeals and re-bill the claims under Part B, so 
hospitals should evaluate whether this settlement offer represents an increased payment amount for claims eligible 
for rebilling.   
 
Interested hospitals can find out more information on CMS’ website.  If your hospital has pending patient status 
appeals and needs asssitance evaluating or participating in this settlement program, please contact an attorney on 
HDJN’s Reimbursement Team. 
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CLIENT ADVISORY 

  

The information contained in this advisory is for general educational purposes only. It is presented with the understand-
ing that neither the author nor Hancock, Daniel, Johnson & Nagle, PC, is offering any legal or other professional ser-
vices. Since the law in many areas is complex and can change rapidly, this information may not apply to a given factual 
situation and can become outdated. Individuals desiring legal advice should consult legal counsel for up-to-date and 
fact-specific advice. Under no circumstances will the author or Hancock, Daniel, Johnson & Nagle, PC be liable for any 
direct, indirect, or consequential damages resulting from the use of this material.  
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