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Beyond RACs: ZPICs, MICs, & MACs

In the years since the Tax Relief and Healthcare Act of
2006 much attention has been paid to Medicare and
Medicaid fraud and abuse.  This Act increased
enforcement against fraudulent and unnecessary claims
for services under the Centers for Medicare and
Medicaid Services.! The Act called for an overhaul of
CMS claims payment contractors with  the
implementation of Recovery Audit Contractors (RACs).
While RACs have garnered significant attention in this
area, three lesser known types of audit contractors have
gained prominence in recent years and may become
more prevalent in the new stages of the current
healthcare reform.

Formerly known as “Program Safeguard Contractors,”
Zone Program Integrity Contractors (ZPICs) began
operating in 2009. ZPICs are hired indirectly by CMS,
or in connection with other contractors affiliated with
CMS, and conduct activities such as pre- and post- pay
review of Medicare claims, data analysis, provider
education, and ultimately, fraud detection.” Like RACs,
ZPICs are primarily responsible for ‘“preventing,
detecting, and deterring” Medicare fraud.® ZPIC audits
are based on a combination of claims data from various
sources, which is then compiled and analyzed by the
ZPIC. Overpayments or any other type of seemingly
fraudulent claims are then sent to the Medicare
Administrative Contractor (MAC) in that jurisdiction.*
In addition to receiving fraudulent claims from ZPICs,
MACs are responsible for enrolling providers and
keeping them abreast of billing and coverage.’
However, the main function of the MAC, like any other
CMS audit provider, is the prevention of Medicare fraud
and abuse. The U.S. is currently divided into fifteen
MAC jurisdictions, each operated by a separate
contractor under agreement with CMS. Complete
implementation of the MAC program is scheduled to be
finalized in 2011.° A MAC reviews all claims submitted
to it by each provider in its jurisdiction. The claim is
reviewed using computer algorithms on CMS-developed
software.  This software determines whether the
particular service is covered, and checks for
abnormalities, such as whether the provider has given
more of a particular service than normal for that area,
and whether the provider’s services were medically
necessary for the given condition.”
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While ZPICs and MACs are becoming more prevalent
in the realm of Medicare auditing, Audit Medicaid
Integrity Contractors (Audit MICs) are gaining similar
notoriety in the in the area of Medicaid. Audit MICs are
firms chosen by CMS to carry out, at their discretion,
the goals of the Medicaid Integrity Program.®  Before
this program was enacted, most efforts to curb CMS
fraud and abuse were aimed at Medicare, while
Medicaid services were mainly state regulated. The
Medicaid Integrity Program’s enactment in 2005
heightened efforts on the part of CMS to combat fraud
and abuse at the federal level. While the states will
retain primary responsibility for fraud and abuse within
their borders, CMS now provides added assistance,
guidance, and oversight under the terms of the Medicaid
Integrity Program.’

Audit MICs are very much similar to the other federal
fraud and abuse auditors, with a few key differences.
First, Audit MICs are subdivided into three types:
review, education, and auditing.'® The other systems of
auditing make no such distinction with regard to these
separate duties. Secondly, unlike the other auditors
mentioned, Audit MICs are not paid on a contingency
fee. Rather, Audit MICs are paid in a virtual fee-for-
service model, which includes bonuses for efficiency
and effectiveness.™

The increased prevalence of these audit contractors will
have far-reaching effects on physicians and other
medical providers. In the relatively short time that they
have been in existence, these new methods have already
presented providers with some concerns. Providers have
complained of a lack of safeguards present in the RAC
system. For instance, RACs have set limits for the
numbers of documents that a provider must produce
upon request, whereas Audit MICs have no such limit.*?
Additionally, on the Medicaid front, providers appear to
prefer RACs. Under RACs, providers are given 45 days
to respond to a document request, whereas under MICs,
the length of time provided by statute varies by state.*®

MACs and ZPICs present additional concerns. The
American Medical Association (AMA) has expressed
unease that because contracts for MACs are competitive,
they may be funded at levels far lower than previous
methods.™ Also, the AMA has voiced the concerns of
many of its physicians who have had a difficult time
adjusting to the new MAC software system.™ Providers
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have also complained about ZPICs, stating that in some
regions they are burdened with unduly large requests for
documents. Some providers find themselves on 100
percent prepayment review, which means that all of
their Medicare claims are denied pending administrative
review.'®

With MAC and MIC implementation to be completed
nationwide by 2011, and with the ZPICs already firmly
in place, the near future should provide us with clarity in
an area of reform which has given the healthcare
industry more questions than answers. One certainty
does exist: physicians and other providers need to be
aware not only of RAC audits, but of ZPIC, MAC and
MIC audits as well.
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, AVA, CM&AA, serves
as President of HEALTH CAPITAL CONSULTANTS (HCC), a nationally
recognized healthcare financial and economic consulting firm headquartered in
St. Louis, MO, serving clients in 49 states since 1993. Mr. Cimasi has over
thirty years of experience in serving clients, with a professional focus on the
financial and economic aspects of healthcare service sector entities including:
valuation consulting and capital formation services; healthcare industry
transactions including joint ventures, mergers, acquisitions, and divestitures;
litigation support & expert testimony; and, certificate-of-need and other
regulatory and policy planning consulting.

Mr. Cimasi holds a Masters in Health Administration from the University of Maryland, as well as
several professional designations: Accredited Senior Appraiser (ASA — American Society of
Appraisers); Fellow Royal Intuition of Chartered Surveyors (FRICS — Royal Institute of Chartered
Surveyors); Master Certified Business Appraiser (MCBA - Institute of Business Appraisers);
Accredited Valuation Analyst (AVA — National Association of Certified Valuators and Analysts); and,
Certified Merger & Acquisition Advisor (CM&AA — Alliance of Merger & Acquisition Advisors). He
has served as an expert witness on cases in numerous courts, and has provided testimony before federal
and state legislative committees. He is a nationally known speaker on healthcare industry topics, the
author of several books, the latest of which include: “The U.S. Healthcare Certificate of Need
Sourcebook™ [2005 - Beard Books], “An Exciting Insight into the Healthcare Industry and Medical
Practice Valuation” [2002 — AICPA], and “A Guide to Consulting Services for Emerging Healthcare
Organizations” [1999 John Wiley and Sons].

Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises;
published articles in peer reviewed and industry trade journals; research papers and case studies; and, is
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“Shannon Pratt Award in Business Valuation” conferred by the Institute of Business Appraisers.
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Mr. Zigrang has significant physician integration and financial analysis
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multi-specialty MSO and networks involving a wide range of specialties;
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ancillary facilities; participated in the evaluation and negotiation of managed
care contracts, performed and assisted in the valuation of various healthcare
entities and related litigation support engagements; created pro-forma financials; written business
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selection process for vendors, contractors, and architects; and, worked on the arrangement of financing.
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Administration from the University of Missouri at Columbia, and is a Fellow of the American College
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Healthcare Industry” (STP Financial Management) and “Healthcare Industry Research and its
Application in Financial Consulting” (Aspen Publishers). He has additionally taught before the
Institute of Business Appraisers and CPA Leadership Institute, and has presented healthcare industry
valuation related research papers before the Healthcare Financial Management Association; the
National CPA Health Care Adviser’s Association; Association for Corporate Growth; Infocast
Executive Education Series; the St. Louis Business Valuation Roundtable; and, Physician Hospitals of
America.

Anne P. Sharamitaro, Esq., is the Vice President of HEALTH CAPITAL
CONSULTANTS (HCC), where she focuses on the areas of Certificate of Need
(CON); regulatory compliance, managed care, and antitrust consulting. Ms.
Sharamitaro is a member of the Missouri Bar and holds a J.D. and Health Law
Certificate from Saint Louis University School of Law, where she served as an
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Organizations: Financial Management Strategies,” published in 2008.



http://healthcapital.com
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=12&Itemid=31
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=13&Itemid=27
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=15&Itemid=29
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=14&Itemid=28
http://www.healthcapital.com/hcc/index.php?option=com_content&task=category&sectionid=1&id=1&Itemid=2
http://www.healthcapital.com/hcc/index.php?option=com_content&task=category&sectionid=1&id=53&Itemid=2
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=75&Itemid=5
http://www.healthcapital.com/hcc/index.php?option=com_content&task=view&id=75&Itemid=5
http://www.healthcapital.com/hcc/content/view/177/87/

	zpic.pdf
	zpic.pdf
	hcTopics_Bios_Prior_to_Nov_2012_6.11.2013

	Topics Bios Prior to Nov_2012_6.19.2013

