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Inpatient Insights }
Keep Your RAC Savvy From Falling Through 
the Cracks

Tip: Include acute care stay info in your documentation.

If recovery audit contractors aren’t on your radar, they should be. RACs recovered 
a whopping $1 billion in corrected overpayments in the pilot program of a 
demonstration project in California, Florida, and New York that nearly took out the 
inpatient rehab facilities in these states. 

RACs have been live in all states and free to audit all settings since 2010, thanks to 
mandates in the Tax Relief and Health Care Act of 2006. 

The good news: IRFs aren’t a major focus area for RACs right now, reports Tim 
Johnson, executive director for Jackson Davis HealthCare, a firm that specializes in 
RAC audit defense.

But don’t get too relaxed. “RACs are going to create a real challenge for the rehab 
industry as they kick in,” predicts Angie Phillips, PT, president & CEO of Images 
& Associates in Irving, TX. “I think there’s a false sense of security out there, as 
there hasn’t been a lot of activity to date, but our segment of the industry will likely 
see increasing scrutiny soon.”

Stay One Step Ahead

CMS releases a quarterly update reporting each RAC’s collected amounts, along 
with the top issue for each of the four RAC jurisdictions. “Therapy directors and 
owners should go to the website for their RAC contractor and find the issues related 
to rehab,” Phillips urges.

Heads up: For IRFs, contractors have typically mentioned the Medicare Benefit 
Policy Manual changes that hit January 2010 and the Program For Evaluating 
Payment Patterns Electronic Report (PEPPER) report, Phillips notes. “For this 
reason, we believe that initial reviews will look at medical necessity but will likely 
focus on the PEPPER target areas for IRFs.”

According to Phillips, these target areas include:

Miscellaneous CMGs: CMG 2001, 2002, 2003, and 2004;
At Risk for Unnecessary Admission CMGs: Diagnoses with NO Tier Group 
Assignment for CMG’s 0101 (Stroke), 0501 (Non-Traumatic Spinal Cord 
Injury), 0801 and 0802 (Replacement of Lower Extremity Joint), 0901 (Other 
Orthopedic), 1401 (Cardiac) and 1501 (Pulmonary);

»
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Boost Your Bottom Line With Cash-Pay Options

Discover wellness programs — a jackpot you can’t afford to pass up.

When insurance reimbursement doesn’t cover your costs, a private practice is a sinking ship. That’s 
why therapists need to get creative with how they are making money — and the opportunities are 
plentiful in cash-pay services. 

One option is to offer patients a cash-pay discount in lieu of billing insurance. This may, in fact, 
save patients money in the long run if they have a high deductible or if your flat rate is a bet-
ter deal than their insurance reimbursement. You might bring in more profit, as well, without the 
middleman taking a cut.

The second option, which we’ll discuss in this article, is offering preventive and wellness programs.

Know the Wellness Service Potential

Think you can’t convince patients to spend outside the realm of insurance? Think again! People 
spend money all the time on fitness, wellness, and prevention — you just have to show them that 
you are the ideal source.

Example: “There is a tremendous desire for parents to see their kids excel in sports, and they will 
pay money for that,” says Michael Weinper, PT, DPT, MPH, president and CEOof PTPN. 
Who better than a physical therapist to consult to maximize athletic performance and prevent inju-
ry? You now also have a relationship with a client and will be their first stop if they do get injured.

Shift your paradigm from thinking of only treating injured or ill patients. “We need to think of our 
patients on a continuum of wellness, from patient to client and not necessarily get rid of them 
[once they are well],” Weinper stresses.  

Bonus: “The profit margins in cash-pay services are much more dramatic than they are in illness 
treatment because the therapist doesn’t always have to provide the care or the supervision in a 
wellness program,” Weinper points out. For example, your practice might have a massage therapist 
or a couple athletic trainers on staff bringing in income toward your bottom line.

Grab the Keys to Cash-Pay Success

If you’re going to embark on the wellness services journey, follow these tips to point yourself in the 
right direction.



1) Invest time in your patients. Jason D. Waz, PT, president of Competitive Edge Performance, 
Inc., in Oldsmar, FL, left a large, corporate rehab setting whose therapists saw up to 30 patients a 
day, to open his own practice where he could spend more one-on-one time with patients and foster 
a cash-pay revenue stream.

“Early on, my partner and I spoke personally to potential clients, and 90 percent of the time, it 
would be a no-brainer for them to come in because they weren’t just talking to a receptionist and 
knew we had a sincere interest in helping them,” Waz, member of PTPN, says. “And once we had 
them, very rarely did we lose them.” 

It was hard work up front, Waz admits, but if you show the patient your value and build their trust, 
it’s worth it in the long run because they’ll keep coming back, tell their friends — and their doc-
tors. 

2) Find local niches. “Give yourself an identity by being the best at a specific niche,” Waz recom-
mends. His practice focuses on sports performance and fitness and is considered the go-to place for 
sports-related injuries in the Tampa area.

Tip: “Look at your community’s needs,” Weinper says. “If you notice lots of working mothers, you 
might offer massage therapy services for them after-hours.” Other areas he recommends exploring 
include childhood obesity, women’s health, athletic performance, and of course, baby boomers. 
(Think healthy aging: fall prevention and balance, osteoporosis prevention, etc.)

3) Tap into your inner salesperson. You can also make money selling wellness products. Orthotics, 
exercise bands and equipment, arch supports, pedometers, workout videos, and heart rate moni-
tors are just a few examples.

“Not only can PTs get these wholesale, but through PTPN’s Physiquality program, we’ve established 
relationships with vendors who sell to our members at great discounts so that profit margins can be 
even better,” Weinper says. And you have an advantage as a therapist because you have the exper-
tise to point the client toward the product best for them, with your expertise.

Food for thought: According to a PTPN study, 62 percent of consumers already believe that physi-
cal therapy has developed programs for healthy aging, and 90 percent believe physical therapy has 
developed programs to improve flexibility and mobility. “If consumers believe that, we’re letting 
other people infringe on areas where we have great opportunities,” Weinper says. “Our clients be-
lieve in us. They’ve gotten better with us, and we just need to learn to adapt our practices to offer 
more of these cash-based services.


