
DEPARTMENT OF HEALTH & HUMAN SERVICES Centers for Medicare & Medicaid Services

Region IX
Division ofMedicaid & Children’s Health Operations

90 Seventh Street, Suite 5-300 (5W)
San Francisco, CA 94103-6706

DEC 2 2 2011

Toby Douglas, Director
California Department of Health Care Services
P.O. Box 997413; MS 000
Sacramento, CA 95899

Dear Mr. Douglas:

Enclosed is an approved copy of California State Plan Amendment (SPA) Number 11-032,
which approves an exception to delay Section 6411 of the Affordable Care Act, which
requires the State to implement the Recovery Audit Contractor (RAC) program by
January 1,2012. The RAC contract should be in place no later than June 1,2012. The SPA
is effective October 17,2011.

Enclosed are approved SPA pages Section 4.5 page 36 and 36a that should be incorporated
into your approved State Plan.

Ifyou have any questions, please contact Carolyn Kenline at (415) 744-3591 or at
carolyn.kenline@cms.hhs.gov.

Sincerely,

Gloria Nagle, Ph.D., M.P.A.
Associate Regional Administrator
Division of Medicaid & Children’s Health Operations

Enclosure

cc: Joy Kraybill, Centers for Medicare and Medicaid Services
Bruce Lim, California Department ofHealth Care Services
Kathryn Waje, California Department ofHealth Care Services
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Revision: 36

State/Territory California

Proposed Section 4 - GENERAL PROGRAM ADMINISTRATION

4.5 Medicaid Recovery Audit Contractor Program
The Medicaid agency has established and will maintain methods, criteria, and procedures that meet all
requirements of 42 CFR 455.13 through 455.21 and 455.23 for prevention and control of program fraud
and abuse.

Citation

Section 1902(a)(42)(B)(i)
of the Social Security Act

[X] The State has established a program under which it will
contract with one or more recovery audit contractors (RACs) for the
purpose of identifying underpayments and overpayments of
Medicaid claims under the State plan and under any waiver of the
State plan.

[x] The State is seeking an exception to establishing such program
for the following reasons:

The release of the Final Rule and additional provisions within
created a need to amend the Scope of Work (SOW) and the
Request for Proposal (RFP). The changes delayed the release date 
of the RFP. In order to adhere to California’s policies and
procedures for procurement additional time is needed. California is
seeking an exception to the January 1, 2012 implementation date
described in the Final Rule. No later than June 1,2012, California
will have a RAC contract in place that will adhere to the attestations
in this SPA.

Section 1902(a)(42)(B)(ii)(l)
of the Act

[X] The State/Medicaid agency will have contracts of the type(s)
istedl in section 1902(a)(42)(B)(ii)(l) of the Act. All contracts will
meet the requirements of the statute. RACs are consistent with the
statute.

Place a check mark to provide assurance of the following:

[X] The State will make payments to the RAC(s) only from
amounts recovered.

[X] The State will make payments to the RAC(s) on a contingent
basis for collecting overpayments.

The following payment methodology shall be used to determine
State payments to Medicaid RACs for identification and recovery of
overpayments (e.g. the percentage of the contingency fee):

The percentage of the contingency fee.

Section 1902 (a)(42)(B)(ii)(II)(aa) of the Act

TN No. 11-032
Supersede
TNNo. : 10-019

Approval Date:DEC 2 2 2011 Effective Date: October 17, 2011



Revision: 36a

State/Territory California

Proposed Section 4 - GENERAL PROGRAM ADMINISTRATION

IXl The State attests that if the contingency fee rate
paid to the Medicaid RAC will exceed the highest rate
paid to the Medicare RACs, as published in the
Federal Register, the State will only submit for FFP up
to the amount equivalent to that published rate.

Section 1902 (a)(42)(B)(ii)(II)(bb) of the Act The following payment methodology shall be used
to determine State payments to Medicaid RACs for the
identification of underpayments (e.g. amount of flat fee,
the percentage of the contingency fee):

The percentage of the contingency fee:

The State will submit a justification seeking to pay
the Medicaid RAC(s) a contingency fee higher than the
highest contingency fee rate paid to Medicare RACs as
published in the Federal Register.

Xl The State has an adequate appeal process in|
place for entities to appeal any adverse determination
made by the Medicaid RAC(s).

XI The State assures that the amounts expended by
the State to carry out the program will be amounts
expended as necessary for the proper and efficient
administration of the State plan or a waiver of the plan.

|X| The State assures that the recovered amounts will
be subject to a State’s quarterly expenditure estimates
and funding of the State’s share.

|X| Efforts of the Medicaid RAC(s) will be coordinated
with other contractors or entities performing audits of
entities receiving payments under the State plan or
waiver in the State, and/or State and Federal law
enforcement entities and the CMS Medicaid Integrity
Program.

Section 1902 (a)(42)(B)(ii)(III) of the Act

Section 1902 (a)(42)(ii)(IV)(aa) of the Act

Section 1902 (a)(42)(B)(ii)(IV)(bb) of the Act

Section 1902 (a)(42)(B)(ii)IV)(cc) of the Act

TN No. 11-032
Supersede
TNNo.: 10-019

Effective Date: October 17, 2011Approval Date DEC 22 2011
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Revised Pages for:

CALIFORNIA MEDICAID STATE PLAN
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11-032*

All new pages will have this SPA* number identified as the new TN No., so it will not be
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Section 4.5, pages 36, 36a Section 4.5, pages 36, 36a




