
 
Recovery Audit Demonstration 

Background:  In section 306 of the Medicare Prescription Drug, Improvement, and Modernization Act of 

2003 (MMA), Congress directed the Department of Health and Human Services (DHHS) to conduct a 3-

year demonstration program using Recovery Audit Contractors (RACs) to detect and correct improper 

payments in the Medicare FFS program. The Recovery Audit Contractor (RAC) demonstration program 

was designed to determine whether the use of RACs will be a cost-effective means of adding resources 

to ensure correct payments are being made to providers and suppliers and, therefore, protect the 

Medicare Trust Fund. The demonstration operated in New York, Massachusetts, Florida, South Carolina 

and California and ended on March 27, 2008. See link to the left to find out about the permanent 

program. 

In February CMS released the 2007 RAC Status Document. This report focuses on the operations and 

findings of the CMS claim RAC program during fiscal year (FY) 2007 (October 1, 2006 - September 30, 

2007). Click on the link below for the full report.  

In July, CMS released an evaluation report of the entire 3-year Recovery Audit Contractor (RAC) 

demonstration. This report presents an evaluation of the Medicare RAC demonstration from its inception 

in 2005 through March 27, 2008. CMS will release updates to this RAC Evaluation Report on a regular 

basis at least through the summer of 2008. The update reports will contain updated appeals and other 

statistics. See below for a link to the report. 

For Concerns about the RAC Demonstration Program: Contact the RAC Project Officer at 

RAC@cms.hhs.gov  
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