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What’s Up with Overpayments, RACs, NCCI 
and Provider Enrollment
Important changes that affect patient accounting and compliance
By Duane C. Abbey, PhD, CFP

On March 14, 2016, the new overpayment 
regulations from CMS went into effect. The new 
regulations were discussed in the February 12, 
2016, Federal Register. The sections in the CFR 

affected are Section 401 – Subpart D and Section 405.

Section 401 contains most of the changes. Here is a brief 
synopsis.

 • Definition of overpayment – Person has received or 
retained funds that, after applicable reconciliation, the 
person is not entitled to.

 • Identification of overpayment – The provider has or 
should have, through reasonable diligence, determined 
there is an overpayment and has quantified the 
overpayment.

 • 60-day time period – Commences when the 
overpayment is identified through reasonable 
diligence, or on the day information of a potential 
overpayment was received, if there has been failure to 
exercise reasonable diligence.

 • Reasonable diligence – Covers proactive and reactive 
compliance activities.

 • Applicable methods for determining amount of 
overpayment – Standard accounting practices including 
statistical extrapolation must be used to determine the 
amount of overpayment.

 • Notification requirements – The reason for the 
overpayment must be reported to the HHS Secretary, the 
state, or the Medicare administrative contractor.

 • Six-year lookback – Overpayment must be reported 
and refunded within six years of the receipt of the 
overpayment.

Among the many concerns for auditors, the two standout 
issues are the 60-day time period and what is meant by 
reasonable diligence. While 60 days may seem reasonable, 
in application it is a relatively short time. Policies and 
procedures will need development and enforcement if this 
requirement is to be met. The phrase reasonable diligence 
is used repeatedly but not explicitly defined. Auditors 
will need policy and procedure development that allows 
compliance with the concept.

Recovery auditors – new contracts
CMS is finalizing contracts for the recovery auditors.1 The new 
contracts will be in place by or before July 1, 2016. There has 
been a significant reduction in new issues and associated 
audits while the backlog of appeals at the Office of Medicare 
Hearing and Appeals is addressed.2 While there are a variety 
of cases involved with the appeals backlog, one of the main 
issues is short-stay inpatient admissions. CMS has attempted 
to address this issue through the Two-Midnight Rule.3

1  See www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring- 
Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/
index.html

2  See www.hhs.gov/omha/index.html
3  For the latest discussion, see November 13, 2015, Federal Register entry.

42  New Perspectives Association of Healthcare Internal Auditors Fall 2016

Billing and Reimbursement



There will continue to be four regional recovery auditors, but 
now a national recovery auditor will be devoted to home 
health, hospice and DMEPOS. Auditors should also be aware 
of similar recovery audits from state Medicaid programs. The 
recovery activity for Medicare secondary payer issues seems 
to have subsided. Congress is also becoming involved in 
these recovery audit activities.4

You should be aware there is currently a great deal of 
recovery auditing activity and it will increase further when 
the new recovery audit contracts are finalized.

NCCI coding policy manual
CMS continues to refine guidance through the National 
Correct Coding Initiative (NCCI).5 While much focus is placed 
on the NCCI edits, there is an associated Coding Policy Manual.

Some of the coding and billing guidelines go beyond 
the edits to coding directives that cannot be checked by 
code pairs that are not to be used together. Note that the 
NCCI edits and associated coding and billing directives 
were originally written for physicians in the early 1990s. 
When the OPPS (Outpatient Prospective Payment System) 
through APCs (Ambulatory Payment Classifications) was 
implemented in 2000, the edits and associated guidelines 
were applicable to the hospital outpatient side as well.

You should ensure coding and billing personnel are fully 
conversant with the guidelines detailed in the Coding 
Policy Manual. The application of some of the guidelines 
to hospital outpatient situations is questionable, at best. 
For instance, an E/M (Evaluation and Management) service 
is generally not to be reported with the 25 modifier when 
a minor surgical procedure is performed. While there is 
a definition of minor surgery for physicians, there is no 
corresponding definition in OPPS.

As a result of the different contexts, there are now some 
manual entries that are dedicated to hospital outpatient 

4  See the proposed AFIRM (Audit and Appeals Fairness, Integrity, and Reforms 
in Medicare) Act.

5  See www.cms.gov/Medicare/Coding/NationalCorrectCodInitEd/index.html

coding and billing. These hospital-specific guidelines can 
generally be identified by reference to the acronym OPPS.

Now a national recovery 
auditor will be devoted to 
home health, hospice and 
DMEPOS. 

Each year the Coding Policy Manual is updated, generally 
through expanded discussions of specific coding situations. 
Great care should be given to reviewing the changes and 
additions. The chapters in the manual are correlated to the 
CPT Manual organization with the new or changed material 
highlighted in red. While the NCCI edits and associated 
guidelines are for the Medicare program, other third-party 
payers may also use these edits and guidelines to some 
extent.

Provider enrollment revalidation
Cycle 2 of the Provider enrollment revalidation process 
started in March 2016. The Cycle 1 revalidation process 
concluded near the end of 2015. The biggest concern is the 
Medicare administrative contractors did not always email or 
mail the request for revalidation. There was a problem of the 
requests sometimes going to a contact person other than 
the individual charged with performing the revalidation.

As a result, in the new cycle, CMS has established two 
related databases to alert all providers and suppliers when 
their revalidation must occur. Take note that there is a five-
year revalidation cycle for providers and suppliers except 
for DME suppliers who are on a three-year cycle. The two 
databases are:

 • Providers/suppliers
 • Reassignment mapping

In theory, any provider or supplier due for revalidation 
will see their due data six months in advance. If a letter 

The phrase reasonable diligence is used repeatedly but not explicitly defined.
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is not received within approximately two months of the 
revalidation date, the provider or supplier is encouraged to 
go ahead and revalidate. Revalidation can be accomplished 
through PECOS, the Medicare online enrollment system. The 
burden of knowing when to revalidate basically rests with 
the provider or supplier if the MAC does not request the 
revalidation.

Auditors should ensure appropriate, knowledgeable staff is 
assigned to assuring all the requirements for revalidation are 
being attained. 

Duane C. Abbey, PhD, CFP, is president 
of Abbey & Abbey Consultants, Inc., 
specializing in healthcare consulting 
and related areas. He also teaches 
workshops and makes presentations 
to hospital associations and medical 
societies. He is a leading expert 
nationally on Pages/Paces. You can 
reach Duane at Duane@acciweb.com.

Construction Bidding and Awards: Part 1 – continued from page 31

Exclusions
Another process often used by a contractor is to explain 
in the proposal that certain scope items are specifically 
excluded from their bid. Typically these exclusions will be 
in narrative form, or will show up as a list attached as an 
appendix to the bid. For instance, an electrical contractor 
may state in their exclusion list that their scope does not 
include installation of low voltage equipment.

Make sure you are familiar with the scope of work, because 
when reviewing change orders you will need to know if the 
contractor or subcontractor excluded that work from their bid.

Summary
There are many steps involved in hiring a contractor 
and subsequently hiring subcontractors. Audits of this 
initial process in a project are important to ensuring an 
understanding of the scope of work and the expenses that 
are included or excluded from the project. 

Ron Risner, MBA, CIA, CCA, CCP, is 
founder and President of Risner 
Consulting Group, Inc. of Orlando, 
Fla. His firm has provided consulting 
and audit services to Fortune 500 
companies, and provides construction 
audit training. The Institute of Internal 
Auditors Research Foundation 
published Ron’s book The Practitioner’s 
Blueprint to Construction Auditing. 
It can be ordered at iia.org/bookstore. 
Ron can be reached at (407) 340-5204 
or RonRisner@aol.com. You can find his 
website at risnerconsulting.com.
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