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November 19, 2018 

 

Patrick O'Donnell, Clerk of the Legislature  

State Capitol, Room 2018  

P.O. Box 94604  

Lincoln, NE 68509 

 

Dear Mr. O’Donnell:  

 

Nebraska Revised Statute § 68-974 requires that the Department of Health and Human Services 

(DHHS), Division of Medicaid and Long-Term Care (MLTC) report on the status of Medicaid 

recovery audit contractors (RAC) and the savings accrued as a result of the contracts. From 

October 1, 2017, through November 29, 2017, the recovery audit contractor (RAC) invoiced 

$298,984.22 in Medicaid overpayments.  

 

The contract with the current RAC vendor expired on November 29, 2017, and was not re-

procured given that the majority of claims are now processed in managed care and no longer 

under the purview of the RAC vendor. The Heritage Health managed care organizations perform 

the functions of RAC for the claims they process. DHHS has received a waiver from the Centers 

for Medicare and Medicaid Services (CMS) for RAC federal requirements (copy enclosed). 

 

If you have any questions, please contact Jeremy Brunssen, Deputy Director of Finance and 

Program Integrity, at Jeremy.Brunssen@nebraska.gov.  

 

Sincerely,  

 

 

 

 

Matthew A. Van Patton, DHA, Director 

Division of Medicaid and Long-Term Care 

Department of Health and Human Services  

 

MVP/kc 

 

cc: Suspense Log 

 

Attachments: 2 

mailto:Jeremy.Brunssen@nebraska.gov
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I. Introduction 
 

Section 6411 of the Patient Protection and Affordable Care Act of 2010 requires states to 

contract with a Recovery Audit Contractor (RAC) to identify and recover overpayments and 

underpayments. Neb. Rev. Stat. 68-973 and 68-974 allowed Nebraska to enter into contingency-

based contracts, defined the Medicaid post pay audit requirements in conjunction with the RAC 

contract, and required the Nebraska Department of Health and Human Services (DHHS) to 

produce an annual report on the status of the RAC contracts.  
 

In June 2012, DHHS issued a request for proposal (RFP) for an RAC vendor. Vendor proposals 

were submitted and in November 2012. DHHS then contracted with Health Management 

Systems, Inc. (HMS) as the RAC vendor.  

 

In November 2017, Nebraska’s RAC with HMS expired. DHHS did not procure a new RAC 

contract given that the majority of Medicaid claims are now processed in managed care and no 

longer under the purview of the RAC vendor. The Heritage Health managed care organizations 

perform the functions of an RAC for the claims they process. DHHS received a waiver from 

CMS for the RAC federal requirements.   

II. Discussion 
 

A. Data Exchange 
 

The data exchange ended in November 2017 when DHHS’s contract with HMS ended.  

 

B. Scope of Work 
 

HMS was authorized to audit provider claims and associated medical and financial records. 

DHHS Division of Medicaid and Long-Term Care (MLTC) oversaw the program for the State of 

Nebraska. All audit algorithms went through a Nebraska specific analysis and were required to 

be approved by MLTC.  

All HMS audits ended in November 2017.  

 

C. Training and Education Plan  
 

HMS, in conjunction with the Department, was required to provide educational and training 

programs annually for providers. HMS performed outreach or communicated with numerous 

provider organizations such as Nebraska's hospital association, medical association, individual 
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providers, as well as attending numerous state and national conferences.  

 

No training or education was provided after November 2017.  

 

D. Estimated Cost Recovery 

 

The chart below represents the cost recovery and savings accrued from October 1, 2017, to 

November 29, 2017.  

Chart 1: Total amounts invoiced, by month 
 

Month Total Amount Invoiced 

October 2017 $16,942.75 

November 2017 $31,424.93 

Final Clean-up Invoice* $250,616.54 

Total $298,984.22 

*HMS submitted a Final Clean-up Invoice in late November invoicing for many existing refunds they had 

received throughout the RAC contract with Nebraska.    

 

III. Conclusion 
 

The HMS contract expired November 29, 2017, and was not re-procured. Per Neb. Rev. Stat. 68-

974(3), managed care claims are excluded from the scope of review under the RAC. With the 

implementation of Heritage Health, around 99% of Medicaid enrollees are in managed care. Due 

to the large managed care volume, MLTC requested a waiver from CMS from the RAC 

requirement. Under Heritage Health, the current managed care organizations complete auditing 

requirements. As noted in Chart 1, the dollar amounts vary significantly from month to month. 

We expect these to continue to reduce with the current population enrolled in managed care. 
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