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On February 18, 2014, the Centers for Medicare and Medicaid Services (“CMS”) announced a “pause in operations” 
of the Recovery Audit Contractor (“RAC”) program.  This announcement comes on the heels of last week’s Medicare 
Appellant Forum, where providers from all over the country shared serious concerns with the RAC program and 
appeals process.  As it continues the procurement process for new RAC contracts, CMS will phase out the current 
RACs’ activity as follows: 
 
 February 21 is the last day a RAC may send a postpayment Additional Documentation Request (“ADR”). 
 February 28 is the last day a MAC may send prepayment ADRs for the RAC Prepayment Review 

Demonstration. 
 June 1 is the last day a RAC may send improper payment files to the MACs for adjustment. 

 
This should give providers a time period of relief from responding to ADRs while CMS continues to finalize the next 
round of RAC contracts.  Once new RAC contracts are awarded, the new RACs will be authorized to review claims with 
dates of service during this pause in auditing activity. In addition to the pause in auditing, CMS announced several 
program improvements to address some of providers’ concerns with the discussion period and ADR limits, including: 
 

 RACs 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. 

 RACs must confirm receipt of a discussion request within three days. 
 RACs must wait until the second level of appeal is exhausted before they receive their contingency fee. 
 CMS is establishing revised ADR limits that will be diversified across different claim types (e.g., inpatient, 

outpatient). 
 CMS will require RACs 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. 
 
The provider community generally sees these developments as a small win in the fight for fairness and due process 
in the RAC program.  But, like the initiatives announced by the Office of Medicare Hearings and Appeals (“OMHA”) 
last week, these changes will do nothing to ease the burdens providers face related to the huge and growing 
backlog of Medicare appeals.  In January, the American Hospital Association (“AHA”) urged CMS to make additional 
changes to the RAC program to alleviate burdens on providers, including permitting providers to retain disputed 
funds through the third (ALJ) level of appeal, enforcement of statutory timeframes for appeal decisions with default 
judgments in favor of providers, and addressing systemic issues that lead to avoidable claim denials clogging up the 
appeals process.   
 
HDJN’s Reimbursement team is closely following developments in this area and will provide updates as CMS 
continues to implement changes to the RAC program and awards new RAC contracts.  If you have any questions 
regarding the RAC program, please contact a member of HDJN’s Reimbursement team: 
 
 
 
 
 
 
 
 

In Small Win for Providers, CMS Announces Pause 
in RAC Audit Activity and Changes to RAC Program 

February 21, 2014 

CLIENT ADVISORY 

Mary Malone mmalone@hdjn.com (804) 967-9604 
Emily Towey etowey@hdjn.com (804) 967-9604 
Michelle Calloway mcalloway@hdjn.com (804) 967-9604 
Colin McCarthy cmccarthy@hdjn.com (804) 967-9604 
Clay Landa clanda@hdjn.com (804) 967-9604 
Tommy Miller tmiller@hdjn.com (804) 967-9604 
Andrew Schutte aschutte@hdjn.com (804) 967-9604 

http://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/Recent_Updates.html�
http://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/Downloads/RAC-Program-Improvements.pdf�
http://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/Downloads/RAC-Program-Improvements.pdf�
http://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/Downloads/RAC-Program-Improvements.pdf�
http://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/Downloads/RAC-Program-Improvements.pdf�
http://hdjn.com/procrqst.aspx?src=m1&func=adv&site=mmHL&mno=2&adv=2014/ClientAdvisory-MedicareAppellantForumRecap_OMHAOverwhelmedWithAppealsBacklog2.21.14.pdf�
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&cad=rja&ved=0CDwQFjAC&url=http%3A%2F%2Fwww.aha.org%2Fadvocacy-issues%2Fletter%2F2014%2F140114-let-aljdelays.pdf&ei=DxUGU4ypHILi0QGMs4G4BQ&usg=AFQjCNGhkix2j5Bta68nqWD80Wx2VC6G-w&sig2=lQwQl-hIzSseeo6O5QWxAw&bvm=bv.61725948,d.dmQ�
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&cad=rja&ved=0CDwQFjAC&url=http%3A%2F%2Fwww.aha.org%2Fadvocacy-issues%2Fletter%2F2014%2F140114-let-aljdelays.pdf&ei=DxUGU4ypHILi0QGMs4G4BQ&usg=AFQjCNGhkix2j5Bta68nqWD80Wx2VC6G-w&sig2=lQwQl-hIzSseeo6O5QWxAw&bvm=bv.61725948,d.dmQ�
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&cad=rja&ved=0CDwQFjAC&url=http%3A%2F%2Fwww.aha.org%2Fadvocacy-issues%2Fletter%2F2014%2F140114-let-aljdelays.pdf&ei=DxUGU4ypHILi0QGMs4G4BQ&usg=AFQjCNGhkix2j5Bta68nqWD80Wx2VC6G-w&sig2=lQwQl-hIzSseeo6O5QWxAw&bvm=bv.61725948,d.dmQ�
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&cad=rja&ved=0CDwQFjAC&url=http%3A%2F%2Fwww.aha.org%2Fadvocacy-issues%2Fletter%2F2014%2F140114-let-aljdelays.pdf&ei=DxUGU4ypHILi0QGMs4G4BQ&usg=AFQjCNGhkix2j5Bta68nqWD80Wx2VC6G-w&sig2=lQwQl-hIzSseeo6O5QWxAw&bvm=bv.61725948,d.dmQ�
http://hdjn.com/attys.aspx?site=mmHL&pa=&mi=4&func=detl&ano=127�
mailto:mmalone@hdjn.com�
http://hdjn.com/attys.aspx?site=mmHL&pa=&mi=4&func=detl&ano=171�
mailto:etowey@hdjn.com�
http://hdjn.com/attys.aspx?site=mmHL&pa=&mi=4&func=detl&ano=36�
mailto:mcalloway@hdjn.com�
http://hdjn.com/attys.aspx?site=mmHL&pa=&mi=4&func=detl&ano=290�
mailto:cmccarthy@hdjn.com�
http://hdjn.com/attys.aspx?site=mmHL&pa=&mi=4&func=detl&ano=289�
mailto:clanda@hdjn.com�
http://hdjn.com/attys.aspx?site=mmHL&pa=&mi=4&func=detl&ano=328�
mailto:tmiller@hdjn.com�
http://hdjn.com/attys.aspx?site=mmHL&pa=&mi=4&func=detl&ano=308�
mailto:aschutte@hdjn.com�


 

 

 
 
Additional information about Hancock, Daniel, Johnson & Nagle, P.C. is available on the firm’s website at 
www.hdjn.com.  
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The information contained in this advisory is for general educational purposes only. It is presented with the 
understanding that neither the author nor Hancock, Daniel, Johnson & Nagle, PC, is offering any legal or 
other professional services. Since the law in many areas is complex and can change rapidly, this infor-
mation may not apply to a given factual situation and can become outdated. Individuals desiring legal ad-
vice 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 damag-
es resulting from the use of this material.  
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