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§ 108C-7(a) In order to ensure that claims presented by a provider for payment by the Department 
meet the requirements of federal and State laws and regulations and medical necessity 
criteria, a provider may be required to undergo prepayment claims review by the 
Department. Grounds for being placed on prepayment claims review shall include, 
but shall not be limited to, receipt by the Department of credible allegations of fraud, 
identif�ication of aberrant billing practices as a result of investigations, data analysis 
performed by the Department, the failure of the provider to timely respond to a request 
for documentation made by the Department or one of its authorized representatives, 
or other grounds as def�ined by the Department in rule.

§ 108C-7(b) Providers shall not be entitled to payment prior to claims review by the Department. 
The Department shall notify the provider in writing of the decision and the process 
for submitting claims for prepayment claims review. The written notice shall be 
deposited, f�irst-class postage prepaid, in the United States mail and addressed to the 
most recent address given by the provider to the Department. The prepayment claims 
review shall not be instituted prior to the date of the mailing of written notif�ication. 
The notice shall contain all of the following:

(1) An explanation of the Department's decision to place the provider on 
prepayment claims review.

(2) A description of the review process and claims processing times.

(3) A description of the claims subject to prepayment claims review.
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(4) A specif�ic list of all supporting documentation that the provider will need to 
submit to the prepayment review vendor for all claims that are subject to the 
prepayment claims review.

(5) The process for submitting claims and supporting documentation.

(6) The standard of evaluation used by the Department to determine when a 
provider's claims will no longer be subject to prepayment claims review.

§ 108C-7(c) For any claims in which the Department has given prior authorization, prepayment 
review shall not include review of the medical necessity for the approved services.

§ 108C-7(d) The Department shall process all clean claims submitted for prepayment review 
within 20  calendar  days  of  receipt  of  the  supporting documentation for  each 
claim by the prepayment review vendor. To be considered by the Department, the 
documentation submitted must be complete, legible, and clearly identify the provider 
to which the documentation applies. If the provider failed to provide any of the specif�-
ically requested supporting documentation necessary to process a claim pursuant 
to this section, the Department shall send to the provider written notif�ication of 
the lacking or def�icient documentation within 15 calendar days of the due date of 
requested supporting documentation. The Department shall have an additional 20 
days to process a claim upon receipt of the documentation.

§ 108C-7(e) The provider shall remain subject to the prepayment claims review process until the 
provider achieves three consecutive months with a minimum eighty percent (80%) 
clean claims rate, provided that the number of claims submitted per month is no less 
than f�ifty percent (50%) of the provider's average monthly submission of Medicaid 
claims for the three-month period prior to the provider's placement on prepayment 
review. If a provider does not submit any claims following placement on prepayment 
review in any given month, then the claims accuracy rating shall be zero percent 
(0%) for each month in which no claims were submitted. If the provider does not 
meet the eighty percent (80%) clean claims rate minimum requirement for three 
consecutive months within six months of being placed on prepayment claims review, 
the Department may implement sanctions, including termination of the applicable 
Medicaid Administrative Participation Agreement, or continuation of prepayment 
review. The Department shall give adequate advance notice of any modif�ication, 
suspension, or termination of the Medicaid Administrative Participation Agreement.

§ 108C-7(e1)
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Failure of a provider to meet the eighty percent (80%) clean claims rate minimum 
requirement may result in a termination action. A termination action taken shall 
ref�lect the failure of the provider to meet the eighty percent (80%) clean claims 
rate minimum requirement and shall result in exclusion of the provider from future 
participation in the Medicaid program. If a provider fails to meet the eighty percent 
(80%) clean claims rate minimum requirement and subsequently requests a voluntary 
termination, the termination shall ref�lect the provider's failure to successfully 
complete prepayment claims review and shall result in exclusion of the provider from 
future participation in the Medicaid program.

§ 108C-7(e2) A provider shall not withhold claims to avoid the claims review process. Any claims 
for services provided during the period of prepayment review may still be subject to 
review prior to payment regardless of the date the claims are submitted and regardless 
of whether the provider has been taken of�f of prepayment review for any reason, 
including attaining a minimum of eighty percent (80%) clean claims rate for three 
consecutive months or the termination of the provider.

§ 108C-7(e3) In any contract with a PHP in which the Department authorizes a PHP to carry 
out the Department's authority under this section to require a provider to undergo 
prepayment claims review, all of the following shall apply:

(1) The Department shall not require the PHP to obtain approval from the 
Department before the prepayment claims review is instituted for a particular 
provider, unless the approval is required by federal law or regulation.

(2) When providing the notice required under subsection (b) of this section, a PHP 
shall send a copy of the notice to the Department.

(3) A PHP may exclude a provider from the PHP's network of providers if (i) the 
provider does not meet the eighty percent (80%) clean claims rate minimum 
requirement for three consecutive months within six months of being placed 
on prepayment claims review described in subsection (e) of this section and 
(ii) the PHP has received approval from the Department of the PHP's written 
request to remove that provider from the PHP's network of providers. If the 
Department does not respond to a written request from a PHP for approval to 
remove a provider from the PHP's network of providers within 90 days after 
the request was submitted, the request is deemed approved.

§ 108C-7(f) The decision to place or maintain a provider on prepayment claims review does not 
constitute a contested case under Chapter 150B of the General Statutes. A provider 
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may not appeal or otherwise contest a decision of the Department to place or maintain 
a provider on prepayment review.

§ 108C-7(g)

B U R D E N  O F  P R O O F

If a provider elects to appeal the Department's decision to impose sanctions on the 
provider as a result of the prepayment review process to the Of�f�ice of Administrative 
Hearings, then the provider shall have 45 days from the date that the appeal is f�iled 
to submit any documentation or records that address or challenge the f�indings of 
the prepayment review. The Department shall not review, and the administrative law 
judge shall not admit into evidence, any documentation or records submitted by the 
provider after the 45-day deadline. In order for a provider to meet its burden of proof 
under G.S. 108C-12(d) that a prior claim denial should be overturned, the provider 
must prove that (i) all required documentation was provided at the time the claim was 
submitted and was available for review by the prepayment review vendor and (ii) the 
claim should not have been denied at the time of the vendor's initial review.  (2011-399, 
s. 1; 2017-57, s. 11H.19(a); 2026-1, s. 3C.13(b).)

E N D  O F  S E C T I O N  T E X T A P P A R AT U S  F O L L O W S  —  D E R I V E D ,  N O T  E N A C T E D

A P P A R A T U S  I I

1  A U T H O R I T Y Authorities referenced
Every G.S. cross-reference appearing in the text of this section, in order of f�irst 
appearance. Nothing is characterized; the operative language is quoted from the section 
itself.

R E F E R E N C E A P P E A R S  I N O P E R AT I V E  L A N G U A G E  I N  T H I S  S E C T I O N

G.S. 108C-12(d) (g) "meet its burden of proof under"

A P P A R A T U S  I I I Citation

F U L L  S E C T I O N

N.C. Gen. Stat. § 108C-7 (2026).

P I N P O I N T

N.C. Gen. Stat. § 108C-7(a) (2026).

Pinpoint keys are set in the left margin of the text rather than line numbers: subsection 
designators are stable across editions and paper sizes, line numbers are not.
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C O L O P H O N Provenance
This document reproduces the text of one section of the General Statutes of North Carolina 
from a source f�ile whose SHA-256 digest is printed on every page. The digest f�ixes the bytes 
this export was made from; if the State's f�ile changes, the digest will not match.

The text of the section is unaltered. Subsection designators have been moved from the run of 
text into the margin. The amendment history and the table of authorities are derived from the 
section by mechanical extraction — they add no characterization of the law.

This is not the of�f�icial text. The of�f�icial text is published by the General Assembly of North 
Carolina.
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