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Objectives for Today’s Session
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Review the considerations for planning, managing and leading the 
response effort

Discuss how to successfully collaborate with Revenue Cycle 
and Operational leaders

Provide an overview of the current environment of external 
scrutiny
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Overview of Current External Scrutiny: CERT
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Background: Comprehensive Error Rate Testing (CERT)

1996 1996 – 2002 2003 – 2012 2012 – Present 

• Medicare Fee for 
Service (FFS) 
improper payment 
rate first measured

• Two programs 
existed for testing 
error rate: Hospital 
Payment 
Monitoring 
Program (HPMP) 
and CERT

• CMS reported 
estimates of $23.8 
billion or 14.2% 
error rate for Fiscal 
Year 1996

• Office of Inspector 
General (OIG) 
became 
responsible for 
estimating FFS 
improper 
payments

• Sampling method 
included only paid 
claims

• Sample size of 
claims was 
approximately 
6,000 reviewed 
annually

• OIG recommended 
an increase in 
sample size

• CMS took over 
CERT and began 
producing a 
comprehensive 
Medicare FFS 
improper payment 
rate

• Improper 
Payments 
Elimination and 
Recovery Act 
(IPERA) of 2010

• IPERA of 2010 
updated via 
Improper 
Payments 
Elimination and 
Recovery 
Improvement Act 
(IPERIA) of 2012

• IPERIA allows for 
approximately 
50,000 claims to be 
reviewed for all 
Part A/B MACs and 
DMACs

• Revised program 
elements, 
including sample 
size, allows CMS to 
determine national 
error rate
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Two CERT contractors provide oversight, administrative 
logistics and results of improper payments

• Samples claims

• Requests and receives all medical 
records

• Images medical records

• Performs quality control (QC) of all 
imaged records

• Furnishes provider customer service 
and education support

• Reviews medical records

• Compiles the data (using the CERT SC)

• Maintains the CERT Provider Website

• Maintains the CERT Claim Status 
Website used by the MACs

• Maintains the CERT Management 
Website used by CMS

• Calculates improper payment rates 
and amounts

• Designs sampling strategy

• Maintains the Live Data Dashboard

CERT Review Contractor:

AdvanceMed

CERT Statistical Contractor:

The Lewin Group, Inc.
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CMS CERT estimates national decrease from FY2018 to 
FY2019 of 0.87% or $2.71 billion in improper payments

The improper payment rate is released annually in the Department of Health and Human Services (HHS) Agency Financial Report 
(AFR), which can be accessed through the HHS AFR link in the Related Links section at the bottom of this page.

(1) The national overall and hospital IPPS improper payment rates are adjusted for the impact of Part A to B rebilling of denied 
inpatient claims. (2) Columns may not sum correctly due to rounding.

FY2019 (July 1, 2017 – June 30, 2018)
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Sample CERT request letter and envelope
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New policy provides guidelines for responding to external 
agency communications 

New Policy: Contact with External Agencies

CERT communications should be routed to Health Information 
Management or Denials Management and Audits
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Audit landscape varies by payer type and audit type

Commercial

Gov’t 

78%

Government vs Commercial Rationale & Insights

Audit Process Variation:   
• Commercial audit process varies from one 

payer to the next or one auditor to the next.  
• Commercial audits have very few limitations on 

what and how many claims can be audited 
• Commercial audits are regulated via payer 

contracts  
• Governmental audits follow regulations and a 

defined process
• Governmental audits have volume limitations

Based on audit volumes FY19 Qtr 4 and FY 20 Qtr 1

• Dollars at Risk/Protected from recoupment 
versus dollars never received 

• Duplicate workflows between audit created in 
Cobius versus denials posted in Epic 

• Confusion regarding what is tracked in the 
specialized audit software 

Audit or Denial Workflow Confusion 

22%

Recovery Audits vs Pre-Payment Audits 

82%
Recovery Audit

18%

Pre-Pay 
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Planning, organizing and leading response
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Denials Management and Third-Party Audits 

Denials Management Third-Party Audits 

Mission Statement:

The Denials Management and Audit Team seeks to prevent denials and protect net revenue 
for UNC Revenue Cycle Shared Services by leveraging key partnerships, maximizing 

resources, and improving operational processes.

• Development of denial metrics 
and reporting 

• Denial analytics to identify payer 
trends and sampling denials to 
determine root causes

• Collaborating with key clinical 
stakeholders to champion 
process improvement projects to 
reduce future denials and 
revenue loss

• Timely response to audit requests
• Payor audit tracking in 

specialized software
• Collaborating with key subject 

matter experts to respond to audit 
findings 

• Audit tracking of dollars at risk
• Identify process improvements to 

prevent future audit findings 
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UNC Health Care Denials Management Evolution

Before Carolina Value Carolina Value
Revenue Cycle Shared 

Services Denial 
Management

• Decentralized 

• Reactionary 

• Not Data Driven
• Collaborative 

Denial Task 
Force 

• Entity Specific 

• Data Driven

• System Focus

• Metric & Data Driven

• Collaborative Clinical 
and Revenue Cycle 
Team Approach

• Dedicated Resources

• Action & Outcome 
Oriented

• Certified denial 
dashboards

The Denials Management and Audit Team was born 
out of the Carolina Value initiative as a permanent 

vehicle for process improvement driven by data and 
ultimately sustained by appropriate operational 

owners.
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Clinical partners are key for successful revenue cycle improvement 
projects and compliance at UNC Health Care

Over the past two years, the Denials Management & Audit team has partnered with clinical leadership at the to 
co-sponsor and facilitate process improvement projects. Issues and fixes identified through these efforts have 
been implemented at the health care system level benefiting other entities. 

McLendon Labs 
Lab Medicare and 

Medicare Advantage 
Medical Necessity

UNC Registration
Inpatient Medicare 

Coordination of Benefit 
Denials  

Process Improvement Projects

UNC Pharmacy
Medicaid National Drug 

Code (NDC) Denials 

Metrics:
Dollar Amount of Denials –

Reduced 51%
Volume of Denials –

Reduced 82%

Continuous Improvement:
Pharmacy continues to work the top ten 

denials by dollar and volume each 
month.   The Pharmacy team works 

closely with Rev Cycle Patient Financial 
Services to address new issues when 

identified.  

Metrics:
Dollar Amt of Adjustments –

Reduced 51% 
Volume of Adjustments –

Reduced 40%

Continuous Improvement: 
McLendon Laboratory continues to 

monitor the top 10 CPT codes adjusted 
by dollar and volume each month to 
identify new trends and opportunities

Metrics:
Medicare COB Volume –

Reduced 64%  
Medicare COB Dollars –

Reduced 74%

Project Completion:  
Project close is pending registration 

training updates with Learning 
Organizational Development (LOD) to 

ensure sustainment of denial 
improvements.
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Final FY19 denial rate for revenue cycle shared services, hospital billing down 14%;
2 percentage points or 13% from FY18 denial rate; equates to over 41K less denials

FY17, 16% FY18, 16%

FY19, 14%

12%

13%

14%

15%

16%

17%

FY17 FY18 FY19

Clinical partnerships working together to drive down hospital billing claims denial rate

*The denial rate calculation is “remitted claim count with a denial” divided by “total remitted claim count”

Hospital Billing Denial Rate & Total Claim Count

Total Claims 
(n=1.6M)

Total Claims 
(n=1.9M)

Total Claims 
(n=1.9M)

2
% Point 

Reduction

14

15



9

16

U
 N

 C    H
 E A L T H

    C A R E

Final FY19 preventable write-offs net savings of $9.2 Million; 
decrease of $24.2 million since program began in FY17

FY15, 1% FY16, 1% FY17, 1%

FY18, 0.79%

FY19, 0.65%

0.0%

0.5%

1.0%

1.5%

FY15 FY16 FY17 FY18 FY19

Clinical Partnerships working together to reduce the preventable write-offs (Hospital) 

*The Preventable Write-Off (PWO) rate is preventable loss adjustments divided by total gross charges posted for the same time period.  

Hospital Billing (HB) Preventable Write-Off Rate

2
% Point 

Reduction

FY18 -19

$24M
Total Savings

$9.2 Million
$15 Million

HB Revenue Cycle Shared Services Includes:
UNC Hospitals, Rex Hospital, Chatham Hospital, and Caldwell Memorial
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UNC Hospitals
RAC-C/RAC-A Audit Volume

Cobius Audit Volume by Audit Reason
Facility – UNC Hospitals
Audit Type – RAC-C; RAC-A
Auditor – Cotiviti
Date Range – July 1 – December 31, 2018

Cobius Audit Volume by Audit Reason
Facility – UNC Hospitals
Audit Type – RAC-C; RAC-A
Auditor – Cotiviti
Date Range – July 1, 2017– June 30, 2018

FY19
Q1 & Q2

FY18 
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UNC Hospitals
MAC Prepayment (TPE) Audit Volume FY19 Q1 & Q2

Cobius Audit Volume by Audit Reason
Facility – UNC Hospitals
Audit Type – MAC Prepayment
Auditor – Palmetto GBA
Date Range – July 1 – September 30, 2018

FY19
Q1 & Q2
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UNC Hospitals
MAC Prepayment (TPE) Audit Volume  FY18

Cobius Audit Volume by Audit Reason
Facility – UNC Hospitals
Audit Type – MAC Prepayment
Auditor – Palmetto GBA
Date Range – July 1, 2017– June 30, 2018

FY18 
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Successful collaboration with Revenue Cycle and Operations
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Elements of an Effective Compliance and Ethics Program 
provide model structure and guidance for UNCHCS

Audit work planning and follow through helps identify and reduce organizational risks

Program Elements *

1. Policies and procedures

2. High level responsibility

3. Education and training

4. Reporting concerns

5. Enforcement and 

discipline

6. Auditing and monitoring

7. Response and prevention

* U.S. Sentencing Commission 
Guidelines, Chapter 8, Section B2.1

Audit Finding

Management 
Action Plan

Audit 
Recommendation

Action Completed

Compliance

Management

22
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Management is responsible for audit action plans which 
should be completed by due date

Audit Finding Audit 
Recommendation

Management 
Action Plan  

Completion 
Due Date

Audit Recommendation and Management Action Plan Expectations: 

• Management should follow through on action plans by the agreed upon due date

• If the action plan cannot be completed by the due date then management will 
communicate with the respective auditing team member

• Audit Team will communicate with management to verify completion of action plan

• All communication should occur with the Hospital Compliance Analyst 
conducting the audit or  see table below for entity specific contacts
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Audit, Compliance and Privacy Services Work Plans are 
derived from a number of sources

Consider Topics to Include on Audit Work Plan

• Regulatory Agencies – OIG, DOJ, CMS

• Professional Publications and Conferences

• Compliance Officers and Compliance Committees

• Internal Key Stakeholders and Leaders

Assess Risk for Each Proposed Audit Topic

• Regulatory, Financial, Operational, Reputational

After Approval of Audit Work Plan

• Adjustments for Management Requests, Emerging Issues

• Transparency – Engagement of Key Stakeholders and 
Publication of Formal Final Reports with Action Plans

Audit, Compliance and Privacy develops an Audit Work Plan each fiscal year which seeks to mitigate or 
eliminate risk. This plan covers most network entities and is approved by the Health Care System Board

RESEARCH &
COLLABORATION

RISK

ASSESSMENT

DYNAMIC

PROCESS
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Risk assessment and audit 
plans

Scorecards or dashboards

Executive summaries of 
internal and external audits 
and investigations

Hotline and other inquiry 
activity

Regular updates identifying risk and compliance efforts 
should be provided to the board

Mechanisms should be in place for timely reporting to evaluate remedial measures

Reporting options could include:

Resource needs or constraints

Significant code of conduct 
violations

Executive sessions excluding 
senior management to 
encourage open communication 
with compliance, legal, audit, 
quality, and others
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Discovery of risk areas lead to provider education
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From regulation to audit to collaboration for correction
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Collaborate with teams to guide and prevent future errors
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Visit the UNC Health Care Compliance Office home page 
located at unchealthcare.org
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Thank you for your time and attention
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