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§ 455.502 Establishment of program. 
(a) The Medicaid Recovery Audit 

Contractor program (Medicaid RAC 
program) is established as a measure 
for States to promote the integrity of 
the Medicaid program. 

(b) States must enter into contracts, 
consistent with State law and in ac-
cordance with this section, with one or 
more eligible Medicaid RACs to carry 
out the activities described in § 455.506 
of this subpart. 

(c) States must comply with report-
ing requirements describing the effec-
tiveness of their Medicaid RAC pro-
grams as specified by CMS. 

§ 455.504 Definitions. 
As used in this subpart— 
Medicaid RAC program means a recov-

ery audit contractor program adminis-
tered by a State to identify overpay-
ments and underpayments and recoup 
overpayments. 

Medicare RAC program means a recov-
ery audit contractor program adminis-
tered by CMS to identify underpay-
ments and overpayments and recoup 
overpayments, established under the 
authority of section 1893(h) of the Act. 

§ 455.506 Activities to be conducted by 
Medicaid RACs and States. 

(a) Medicaid RACs will review claims 
submitted by providers of items and 
services or other individuals furnishing 
items and services for which payment 
has been made under section 1902(a) of 
the Act or under any waiver of the 
State Plan to identify underpayments 
and overpayments and recoup overpay-
ments for the States. 

(1) States may exclude Medicaid 
managed care claims from review by 
Medicaid RACs. 

(b) States may coordinate with Med-
icaid RACs regarding the recoupment 
of overpayments. 

(c) States must coordinate the recov-
ery audit efforts of their RACs with 
other auditing entities. 

(d) States must make referrals of sus-
pected fraud and/or abuse, as defined in 
42 CFR 455.2, to the MFCU or other ap-
propriate law enforcement agency. 

(e) States must set limits on the 
number and frequency of medical 
records to be reviewed by the RACs, 

subject to requests for exception from 
RACs to States. 

§ 455.508 Eligibility requirements for 
Medicaid RACs. 

An entity that wishes to perform the 
functions of a Medicaid RAC must 
enter into a contract with a State to 
carry out any of the activities de-
scribed in § 455.506 under the following 
conditions: 

(a) The entity must demonstrate to a 
State that it has the technical capa-
bility to carry out the activities de-
scribed in § 455.506 of this subpart. Eval-
uation of technical capability must in-
clude the employment of trained med-
ical professionals, as defined by the 
State, who are in good standing with 
the relevant State licensing authori-
ties, where applicable, to review Med-
icaid claims. 

(b) The entity must hire a minimum 
of 1.0 FTE Contractor Medical Director 
who is a Doctor of Medicine or Doctor 
of Osteopathy in good standing with 
the relevant State licensing authori-
ties and has relevant work and edu-
cational experience. A State may seek 
to be excepted, in accordance with 
§ 455.516, from requiring its RAC to hire 
a minimum of 1.0 FTE Contractor Med-
ical Director by submitting to CMS a 
written request for CMS review and ap-
proval. 

(c) The entity must hire certified 
coders unless the State determines 
that certified coders are not required 
for the effective review of Medicaid 
claims. 

(d) The entity must work with the 
State to develop an education and out-
reach program, which includes notifi-
cation to providers of audit policies 
and protocols. 

(e) The entity must provide min-
imum customer service measures in-
cluding: 

(1) Providing a toll-free customer 
service telephone number in all cor-
respondence sent to providers and 
staffing the toll-free number during 
normal business hours from 8:00 a.m. to 
4:30 p.m. in the applicable time zone. 

(2) Compiling and maintaining pro-
vider approved addresses and points of 
contact. 

(3) Mandatory acceptance of provider 
submissions of electronic medical 
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records on CD/DVD or via facsimile at 
the providers’ request. 

(4) Notifying providers of overpay-
ment findings within 60 calendar days. 

(f) The entity must not review claims 
that are older than 3 years from the 
date of the claim, unless it receives ap-
proval from the State. 

(g) The entity should not audit 
claims that have already been audited 
or that are currently being audited by 
another entity. 

(h) The entity must refer suspected 
cases of fraud and/or abuse to the State 
in a timely manner, as defined by the 
State. 

(i) The entity meets other require-
ments as the State may require. 

§ 455.510 Payments to RACs. 
(a) General. Fees paid to RACs must 

be made only from amounts recovered. 
(b) Overpayments. States must deter-

mine the contingency fee rate to be 
paid to Medicaid RACs for the identi-
fication and recovery of Medicaid pro-
vider overpayments. 

(1) The contingency fees paid to Med-
icaid RACs must be based on a percent-
age of the overpayment recovered. 

(2) States must determine at what 
stage in the Medicaid RAC audit proc-
ess, after an overpayment has been re-
covered, Medicaid RACs will receive 
contingency fee payments. 

(3) If a provider appeals a Medicaid 
RAC overpayment determination and 
the determination is reversed, at any 
level, then the Medicaid RAC must re-
turn the contingency fees associated 
with that payment within a reasonable 
timeframe, as prescribed by the State. 

(4) Except as provided in paragraph 
(5) of this section, the contingency fee 
may not exceed that of the highest 
Medicare RAC, as specified by CMS in 
the FEDERAL REGISTER, unless the 
State submits, and CMS approves, a 
waiver of the specified maximum rate. 
If a State does not obtain a waiver of 
the specified maximum rate, any 
amount exceeding the specified max-
imum rate is not eligible for FFP, ei-
ther from the collected overpayment 
amounts, or in the form of any other 
administrative or medical assistance 
claimed expenditure. 

(5) CMS will review and consider, on 
a case-by-case basis, a State’s well-jus-

tified request that CMS provide FFP in 
paying a Medicaid RAC(s) a contin-
gency fee in excess of the then-highest 
contingency fee paid to a Medicare 
RAC. 

(c) Underpayments. (1) States must 
determine the fee paid to a Medicaid 
RAC to identify underpayments. 

(2) States must adequately 
incentivize the detection of underpay-
ments. 

(3) States must notify providers of 
underpayments that are identified by 
the RACs. 

§ 455.512 Medicaid RAC provider ap-
peals. 

States must provide appeal rights 
under State law or administrative pro-
cedures to Medicaid providers that 
seek review of an adverse Medicaid 
RAC determination. 

§ 455.514 Federal share of State ex-
pense of the Medicaid RAC pro-
gram. 

(a) Funds expended by States for the 
operation and maintenance of a Med-
icaid RAC program, not including fees 
paid to RACs, are considered necessary 
for the proper and efficient administra-
tion of the States’ plan or waivers of 
the plan. 

(b) FFP is available to States for ad-
ministrative costs of operation and 
maintenance of Medicaid RACs subject 
to CMS’ reporting requirements. 

§ 455.516 Exceptions from Medicaid 
RAC programs. 

A State may seek to be excepted 
from some or all Medicaid RAC con-
tracting requirements by submitting to 
CMS a written justification for the re-
quest for CMS review and approval 
through the State Plan amendment 
process. 

§ 455.518 Applicability to the terri-
tories. 

The aforementioned provisions in 
§ 455.500 through § 455.516 of this subpart 
are applicable to Guam, Puerto Rico, 
U.S. Virgin Islands, American Samoa, 
and the Commonwealth of the North-
ern Mariana Islands. 

(Authority: Catalog of Federal Domestic As-
sistance Program No. 93.778, Medical Assist-
ance Program) 
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