
©
iS

to
ck

ph
ot

o.
co

m
/j

va
nn

ic
e

Cardiovascular Services, RAC Recoupment 
Stats and Provider-Based Rule on Space
Three areas that call for an internal auditor’s watchful eye
By Duane C. Abbey, PhD, CFP

T
he Baby Boom generation is now at a point 
where various types of cardiovascular 
services are needed. These include 
cardiovascular interventional radiology (CVIR), 

electrophysiological studies (EP studies) and pacemaker 
insertions.

Transmittal 3204, dated February 20, 2015, states: 
“implanted permanent cardiac pacemakers, single chamber 
or dual chamber, are reasonable and necessary for the 
treatment of non-reversible symptomatic bradycardia due 
to sinus node dysfunction and second and/or third degree 
atrioventricular block.” The new guidance went into effect 
on July 6, 2015.

Note the use of the modifier “KX” and the new ICD-10 
diagnosis and procedure codes. With the new guidance, 
physicians have a little more liberty in making decisions 
concerning pacemaker implantation on a clinically 
necessary basis.

As an internal auditor, you should meet at least annually to 
review policies and procedures regarding services in this 
area. Coding and billing personnel along with appropriate 
clinical personnel should be included. This is a high dollar 
area and, if not already, it will be a high volume area.

Real RAC Stats Recoupments
The Recovery Audit Contractors (RAC) make claims 
about the billions of dollars being saved for the Medicare 
program.1 There are many statistics about such savings, but 
one statistic that is missing is how much is finally recouped 
at the end of the entire process that includes successful 

1 See CMS and RAC reports that are issued annually and quarterly.

provider appeals. Getting to the end of the process may take 
a provider years.

Today, a claim may be rejected by a RAC and recoupment 
initiated. How do the various parties (healthcare provider, 
CMS, etc.) know the exact final disposition of a particular 
case? Perhaps more importantly, when will they know? 
Currently there is a tremendous backlog in the appeals 
process, particularly at the ALJ (Administrative Law Judge) 
and MAC (Medicare Appeal Council)2 levels.

The simple fact is that the statistic coming from the RACs 
and CMS is incomplete. There is a tendency to accept the 
overall recoupments as a fait accompli without considering 
everything, particularly those cases that are found in favor of 
the hospital or other provider.

As an internal auditor, it is best to make certain that those 
cases in which either partial or full recoupment is taken are 
accounted for, and that separate statistics are maintained 
(recouped amount; appealed amount; reduction amount 
and net recoupment amount). Attacking the less-than-
accurate recoupment figure at the national level is 
difficult. The reality is that politicians and bureaucrats will 
be swayed by what they think are billions of dollars in 
Medicare waste and fraud. Your facility should know your 
actual amount.

Provider-Based Rule: Space utilization
Many provider-based situations are straightforward. A 
hospital (the main provider) has a medical clinic on campus 
in a building whose use is dedicated to the clinic. This 
is reasonable and does not seem to violate anything in 

2 www.hhs.gov/omha/index.html
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the Provider-Based Rule and the hospital’s Conditions of 
Participation.

Let us modify this example so that now the building is used 
in two different ways. Part of the building is provider-based 
with physical therapy and radiology services. The other part 
of the building is a freestanding medical clinic. There is a 
common entrance, common waiting room and common 
registration personnel for both operations. While there are 
organizational details (e.g., who employs the reception 
personnel) missing, the question of whether this violates any 
rules and regulations can be asked.

The whole concept of shared 
space is one that cries out 
for further rules and/or 
subregulatory guidance.

A second example is time-shared arrangements. A large 
hospital contracts with a small hospital that is 30 miles distant. 
A specialist will use space at the small hospital on Tuesday 
and Thursday mornings. The large hospital wants to bill for 
this as provider-based with the large hospital being the main 
provider. Is this possible? Is it proper under rules such as the 
Provider-Based Rule and Conditions of Participation?

A further example is a hospital wishing to rent space to a physi-
cian within the four walls of the hospital. This should be a rea-
sonably easy process. The particular space is no longer hospital 
space, meaning licensing and accreditation must be altered 
and the hospital’s cost report must be adjusted. However, there 
are questions about whether patients need to go through 
hospital space to gain access to the non-hospital space.

As an internal auditor, you must be watchful for any new 
rules or interpretations of rules by CMS. The whole concept 
of shared space is one that cries out for further rules and/
or subregulatory guidance. Given that the Provider-Based 
Rule was codified in 20003, many decisions on the part 
of hospitals have been made in this rather ambiguous 
area. Some of these decisions may be contrary to future 
guidance. NP

3 See the April 7, 2000 Federal Register.
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healthcare industry. Data analytics helps organizations get 
ahead of issues and address them more quickly. Organizations 
are changing from being reactive to proactive, saving costs on 
care delivery and reducing administrative and overhead costs.

Investing in the right tools that serve the right purpose, 
making sure that employees are well educated, and 
obtaining buy-in from all stakeholders will ensure the 
success of data analytics within the organization. NP
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