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independent professional judgment.

On August 13, 2026, the U.S. Department of Health and Human Services 
Office of Inspector General (OIG) eliminated a longstanding federal 
checkpoint that has constrained how state Medicaid Fraud Control Units 
(MFCUs) deploy data analytics against Medicaid claims. Under State 
Fraud Policy Transmittal No. 2026-1 (the “Transmittal”), MFCUs no longer 
need OIG approval before conducting federally funded data mining, and 
they no longer need to renew that approval every three years. OIG 
accomplished the change by waiving the prior-approval requirements in 42 
C.F.R. § 1007.20(a)(4) in their entirety. State fraud investigators can 
now move faster and look deeper into provider billing data using 
advanced analytics, machine learning, and other modern detection 
technologies—without first obtaining federal permission.

Although the regulatory change is narrow on paper, its practical 
implications are far-reaching. State fraud investigators can now stand up, 
continue, or significantly expand claims-based data-mining operations, 
including the use of AI-driven pattern recognition, population-level 
algorithms, and real-time anomaly detection, without first presenting their 
analytical methods, data sources, staffing, security measures, and 
proposed program to OIG and CMS for advance review. The change does 
not create new MFCU jurisdiction or establish a new theory of liability. It 
does, however, remove the procedural gate that previously slowed and 
limited state-level deployment of sophisticated analytics. MFCUs are now 
free to screen entire Medicaid claims populations at scale for unusual 
billing patterns, utilization outliers, and provider anomalies, and are doing 
so much faster and with more powerful tools than ever before.

Why the Change Matters for Providers

Before this change, OIG's public list reflected approved data-mining 
programs in only 25 states and the District of Columbia. That list may no 
longer provide a reliable indication of where sophisticated Medicaid claims 
analysis is occurring. MFCUs in states that did not previously appear on 
the list no longer need to obtain OIG's permission before using federal 
funds to conduct the work, while Units with existing approvals may 
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continue without returning to OIG for renewal.

The immediate concern for providers is not that every billing outlier 
represents fraud. Many unusual patterns have legitimate explanations, 
including patient acuity, specialization, geography, referral patterns, 
service mix, and differences in local access to care. The concern is that 
large-scale claims screening can identify the pattern before an investigator 
understands its cause. A provider may therefore become the subject of an 
inquiry because its claims data look different, leaving the provider to 
reconstruct and document the operational or clinical explanation after the 
flag has already been generated.

Those flags may become investigative leads that move across civil, 
criminal, and administrative enforcement channels. The OIG waiver itself 
does not authorize payment suspensions, and an analytical outlier alone is 
not a finding of fraud. But when claims analysis contributes to a credible 
allegation of fraud and an investigation is pending, the state Medicaid 
agency's separate payment-suspension obligations may be implicated. 
See 42 C.F.R. § 455.23. The operational consequences can therefore 
arise well before a final determination of liability and may include document 
demands, expanded claims review, payment disruption, repayment 
exposure, exclusion risk, licensure consequences, or parallel civil and 
criminal inquiries.

OIG has retained several forms of oversight under the Transmittal. MFCUs 
must continue coordinating with their state Medicaid agencies, identifying 
responsible personnel, training staff who conduct data mining, and 
addressing those requirements in the written MFCU–Medicaid agency 
agreement. See 42 C.F.R. §§ 1007.9(d), 1007.20(a)(1)–(3). Units must 
also continue reporting the costs, staff time, cases, outcomes, recoveries, 
and return on investment associated with their data-mining activities. See 
42 C.F.R. § 1007.17(a)(1)(ii). The change is therefore not the elimination of 
federal oversight; it is the replacement of advance federal approval with 
review through reporting, recertification, and inspection.

Providers Should Modernize Compliance Across the Organization

Providers should treat this development as an enterprise compliance issue 
rather than a discrete coding, data, or information-technology project. The 
information visible to government analytics is produced across revenue 
cycle, coding, pharmacy, clinical operations, managed care, physician 
arrangements, contracting, credentialing, and finance. A provider's 
compliance program should be able to bring those perspectives together 
and identify the same patterns that may be visible to an outside reviewer.

That does not require every provider to purchase an advanced artificial-
intelligence platform. It does require an auditing and monitoring structure 
that is appropriately data-enabled for the organization's size and risk 
profile. Providers should know which Medicaid billing areas present their 
greatest exposure, what patterns would appear unusual when reviewed 
across providers, locations, services, or time periods, and who is 
responsible for examining and explaining those patterns. The methodology 
should be documented, the records should be queryable, and findings 



should have assigned owners, deadlines, corrective actions, and closure 
criteria. Providers should also examine whether their internal data remain 
fragmented across operational silos. A coding review may not reveal a 
referral-pattern issue, and a revenue-cycle report may not explain a 
legitimate difference in clinical acuity.

Data modernization should therefore include governance, including but not 
limited to defined data sources, consistent fields, documented thresholds, 
responsible owners, and an escalation path that connects an analytical 
flag to the people who understand the underlying operations.

Finally, organizations should know when an outlier has moved beyond 
routine monitoring. A finding suggesting intentional misconduct, a 
potentially systemic overpayment, or facts that overlap with a government 
inquiry may require a transition to a counsel-directed investigation, 
preservation of relevant records, quantification of potential exposure, and 
evaluation of repayment or disclosure obligations. See 42 U.S.C. § 1320a-
7k(d). That transition should be designed in advance rather than 
improvised after an agency has already made contact. OIG's new policy 
does not create liability where none existed. It does increase the likelihood 
that existing weaknesses, unexplained billing patterns, and operational 
inconsistencies can be identified at scale and earlier in the enforcement 
process. Medicaid providers should ensure that their compliance programs 
are not merely collecting more data, but are capable of using that data 
across the organization to identify risk, document legitimate variation, and 
act before an external analytics program generates the first meaningful 
review.

For more information on how to enhance your compliance program with 
scalable technologies for entities of any size, see our latest webinar, 
Scalable Technology-Enabled Auditing & Monitoring for Health Care 
Compliance and associated slides.
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