Corrective Actions to Prevent
Improper Payments Snapshot

Federal Medicaid regulations require each State Medicaid agency (SMA) to adopt a “corrective action plan ...
designed to reduce improper payments.” The Federal government requires States to conduct data analysis,
program analysis, corrective action planning, and implementation and monitoring. The SMA’s data analysis
must “determine the specific programmatic causes to which errors are attributed,” “identify root error causes,”
and determine the amount of payments attributable to each error type.

Through program analysis, the SMA is required to review the findings of the data analysis and determine
the specific causes of each type of error. Causes could include provider manuals that lack clarity or staff that
lack knowledge.

Based on the program analysis, the SMA must “determine the corrective actions to be taken that address

the root error causes” and prevent the recurrence of them. State corrective action might include revising
provider manuals, training staff and providers, and scheduling regular data verification.[1] It might include
imposing prior authorization requirements for services and items subject to high rates of improper payments
or fraud, waste, and abuse such as orthodontics,[2] certain home health services,[3] certain durable medical
equipment,[4] some brand name prescription drugs,[5] and certain therapy services.[6] When an SMA imposes
prior authorization it may require verification that the requested service or item is covered under Medicaid, that
the provider submits documentation supporting medical necessity, and that other requirements have been met.

SMAs may also implement pre-payment screening for services and items subject to high rates of improper
payments such as providers billing unusually high numbers of services or an extremely large number of certain
types of services. If a careful and judicious review of the data and other evidence relevant to those claims would
support a finding that an allegation of fraud was credible, the SMA must suspend payments to the provider
associated with those claims unless there is good cause not to suspend them.[7, 8]

It is important to note that SMAs are not required to correct every error and may want to concentrate on those
that cause the larger amounts of improper payments.

To assist SMAs, CMS offers approved training materials at https://www.cms.gov/Medicare-Medicaid-
Coordination/Fraud-Prevention/Medicaid-Integrity-Education/edmic-landing.html on the CMS website.

For More Information

Additional information about program integrity, including information about a recent report from HHS-OIG
on provider enrollment, can be found in the forthcoming “Medicaid Provider Enrollment” Toolkit that will
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be posted to the Medicaid Program Integrity Education page at https://www.cms.gov/Medicare-Medicaid-
Coordination/Fraud-Prevention/Medicaid-Integrity-Education/edmic-landing.html on the CMS website.

Follow us on Twitter 3 #MedicaidIntegrity
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Disclaimer

This E-Bulletin was current at the time it was published or uploaded onto the web. Medicaid and Medicare
policies change frequently so links to the source documents have been provided within the document for
your reference.

This E-Bulletin was prepared as a service to the public and is not intended to grant rights or impose
obligations. This E-Bulletin may contain references or links to statutes, regulations, or other policy materials.
The information provided is only intended to be a general summary. Use of this material is voluntary. Inclusion
of a link does not constitute CMS endorsement of the material. We encourage readers to review the specific
statutes, regulations, and other interpretive materials for a full and accurate statement of their contents.
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