1 MINNESOTA STATUTES 2026 256B.064

256B.064 SANCTIONS; MONETARY RECOVERY.

Subdivision 1. Terminating payments to ineligible individuals or entities. The commissioner may
terminate payments under this chapter to any person or facility that, under applicable federal law or regulation,
has been determined to be ineligible for payments under title XIX of the Social Security Act.

Subd. 1a. Grounds for sanctions. (a) The commissioner may impose sanctions against any individual
or entity that receives payments from medical assistance or provides goods or services for which payment
is made from medical assistance for any of the following:

(1) fraud, theft, or abuse in connection with the provision of goods and services to recipients of public
assistance for which payment is made from medical assistance;

(2) a pattern of presentment of false or duplicate claims or claims for services not medically necessary;

(3) a pattern of making false statements of material facts for the purpose of obtaining greater compensation
than that to which the individual or entity is legally entitled;

(4) suspension or termination as a Medicare vendor;

(5) refusal to grant the state agency access during regular business hours to examine all records necessary
to disclose the extent of services provided to program recipients and appropriateness of claims for payment;

(6) failure to repay an overpayment or a fine finally established under this section;

(7) failure to correct errors in the maintenance of health service or financial records for which a fine
was imposed or after issuance of a warning by the commissioner; and

(8) any reason for which an individual or entity could be excluded from participation in the Medicare
program under section 1128, 1128A, or 1866(b)(2) of the Social Security Act.

(b) For the purposes of this section, goods or services for which payment is made from medical assistance
includes but is not limited to care and services identified in section 256B.0625 or provided pursuant to any
federally approved waiver.

(c) Regardless of the source of payment or other item of value, the commissioner may impose sanctions
against any individual or entity that solicits, receives, pays, or offers to pay any illegal remuneration as
described in section 142E.51, subdivision 6a, in violation of section 609.542, subdivision 2, or in violation
of United States Code, title 42, section 1320a-7b(b)(1) or (2). No conviction is required before the
commissioner can impose sanctions under this paragraph.

(d) The commissioner may impose sanctions against a pharmacy provider for failure to respond to a
cost of dispensing survey under section 256B.0625, subdivision 13e, paragraph (g).

(e) The commissioner may impose sanctions against a pharmacy provider for failure to respond to a
Minnesota drug acquisition cost survey under section 256B.0625, subdivision 13e, paragraph (i).

[See Note.]

Subd. 1b. Sanctions available. (a) The commissioner may impose the following sanctions for the
conduct described in subdivision la:

(1) suspending payments to an individual or entity;

(2) temporarily withholding payments to an individual or entity;
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(3) suspending participation in the program;
(4) terminating participation in the program; or
(5) imposing a fine under subdivision 2a.

(b) When imposing sanctions under this section, the commissioner must consider the nature, chronicity,
or severity of the conduct and the effect of the conduct on the health and safety of persons served by the
individual or entity.

(c) The commissioner must suspend an individual's or entity's participation in the program for a minimum
of five years if the individual or entity is convicted of a crime, received a stay of adjudication, or entered a
court-ordered diversion program for an offense related to a provision of a health service under medical
assistance, including a federally approved waiver, or health care fraud.

(d) Regardless of imposition of sanctions, the commissioner may make a referral to the appropriate state
licensing board.

Subd. 1c. Grounds for and methods of monetary recovery. (a) The commissioner may obtain monetary
recovery from an individual or entity that has been improperly paid by the department either as a result of
conduct described in subdivision 1a or as a result of an error by the individual or entity submitting the claim
or by the department, regardless of whether the error was intentional. Patterns need not be proven as a
precondition to monetary recovery of erroneous or false claims, duplicate claims, claims for services not
medically necessary, or claims based on false statements.

(b) The commissioner may obtain monetary recovery using methods including but not limited to the
following: assessing and recovering money improperly paid and debiting from future payments any money
improperly paid. The commissioner must charge interest on money to be recovered if the recovery is to be
made by installment payments or debits, except when the monetary recovery is of an overpayment that
resulted from a department error. The interest charged must be the rate established by the commissioner of
revenue under section 270C.40.

Subd. 1d. Investigative costs. (a) The commissioner may seek recovery of investigative costs from any
individual or entity that willfully submits a claim for reimbursement for services that the individual or entity
knows, or reasonably should have known, is a false representation and that results in the payment of public
funds for which the individual or entity is ineligible.

(b) Billing errors that result in unintentional overcharges are not grounds for investigative cost recoupment.

Subd. 2. Imposition of monetary recovery and sanctions; generally. (a) The commissioner must
determine any monetary amounts to be recovered and sanctions to be imposed upon an individual or entity
under this section. Except as provided in subdivision 2c¢, the commissioner must not obtain a monetary
recovery or impose a sanction without prior notice and an opportunity for a hearing, according to chapter
14, on the commissioner's proposed action, provided that the commissioner may suspend or reduce payment
to an individual or entity, except a nursing home or convalescent care facility, after notice and prior to the
hearing if in the commissioner's opinion that action is necessary to protect the public welfare and the interests
of the program.

(b) Upon receipt of a notice under paragraph (a) that a monetary recovery or sanction is to be imposed,
an individual or entity may request a contested case, as defined in section 14.02, subdivision 3, by filing
with the commissioner a written request of appeal. The appeal request must be received by the commissioner
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no later than 30 days after the date the notification of monetary recovery or sanction was mailed to the
individual or entity. The appeal request must specify:

(1) each disputed item, the reason for the dispute, and an estimate of the dollar amount involved for
each disputed item;

(2) the computation that the individual or entity believes is correct;
(3) the authority in statute or rule upon which the individual or entity relies for each disputed item;

(4) the name and address of the person or entity with whom contacts may be made regarding the appeal;
and

(5) other information required by the commissioner.

Subd. 2a. Imposition of fines. (a) The commissioner may order an individual or entity to forfeit a fine
for failure to fully document services according to standards in this chapter and Minnesota Rules, chapter
9505. The commissioner may assess fines if specific required components of documentation are missing.
The fine for incomplete documentation equals 20 percent of the amount paid on the claims for reimbursement
submitted by the individual or entity, or up to $5,000, whichever is less.

(b) If the commissioner determines that an individual or entity repeatedly violated this chapter, chapter
245G or 254B, or Minnesota Rules, chapter 9505, related to the provision of services to program recipients
and the submission of claims for payment, the commissioner may order an individual or entity to forfeit a
fine based on the nature, severity, and chronicity of the violations, in an amount of up to $5,000 or 20 percent
of the value of the claims, whichever is greater.

(c) The individual or entity must pay the fine assessed on or before the payment date specified by the
commissioner. If the individual or entity fails to pay the fine, the commissioner may withhold or reduce
payments and recover the amount of the fine.

(d) A timely appeal stays payment of the fine until the commissioner issues a final order.

Subd. 2b. Mandatory suspension or termination after exclusion from participation in Medicare. (a)
The commissioner must suspend or terminate an individual's or entity's participation in the program without
providing advance notice and an opportunity for a hearing when the suspension or termination is required
because of the individual's or entity's exclusion from participation in Medicare.

(b) Within five days of taking an action under paragraph (a), the commissioner must send notice of the
suspension or termination to the individual or entity. The notice must:

(1) state that the suspension or termination is the result of the individual's or entity's exclusion from
Medicare;

(2) identify the effective date of the suspension or termination; and

(3) inform the individual or entity of the need to be reinstated to Medicare before reapplying for
participation in the program.

Subd. 2c. Imposition of withholding or reduction of payments without prior notice. (a) Except when
the commissioner finds good cause not to suspend payments under Code of Federal Regulations, title 42,
section 455.23(e) or (f), the commissioner must temporarily withhold or reduce payments to an individual
or entity without providing advance notice of the withholding or reduction if either of the following occurs:
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(1) the individual or entity is convicted of a crime involving the conduct described in subdivision 1a;
or

(2) the commissioner determines there is a credible allegation of fraud for which an investigation is
pending under the program. Allegations are considered credible when the allegations have indicia of reliability
and the commissioner has reviewed all allegations, facts, and evidence carefully and acts judiciously on a
case-by-case basis.

(b) A credible allegation of fraud is an allegation that has been verified by the state from any source,
including but not limited to:

(1) fraud hotline complaints;
(2) claims data mining;

(3) patterns identified through provider audits, civil false claims cases, and law enforcement investigations;
and

(4) court filings and other legal documents, including but not limited to police reports, complaints,
indictments, informations, affidavits, declarations, and search warrants.

(c) The commissioner must send notice of the withholding or reduction of payments under paragraph
(a) within five days of withholding or reducing payments unless requested in writing by a law enforcement
agency to temporarily withhold the notice. The notice must:

(1) state that payments are being withheld or reduced according to paragraph (a);

(2) set forth the allegations as to the nature of the withholding or reduction in a manner reasonably
calculated to provide notice, which must include but is not limited to date ranges of suspected claims,
locations of suspected service delivery, and general nature of individual or entity conduct, but need not
disclose specific information that the commissioner determines is likely to jeopardize an ongoing investigation;

(3) except in the case of a conviction for conduct described in subdivision 1a, state that the withholding
or reduction is for a temporary period and cite the circumstances under which withholding or reduction will
be terminated;

(4) identify the types of claims to which the withholding or reduction applies; and

(5) inform the individual or entity of the right to submit written evidence for consideration by the
commissioner.

(d) The commissioner must immediately cease to withhold or reduce payments under this subdivision
and must release the withheld or reduced payments no later than ten days following the earlier of the
commissioner's determination that there is insufficient evidence of fraud by the individual or entity, or legal
proceedings relating to the alleged fraud are completed, unless the commissioner has sent notice of intention
to impose monetary recovery or sanctions.

Subd. 2d. Administrative review of temporary payment withhold or reduction. (a) Upon receipt of
a notice under subdivision 2c, paragraph (c), that a payment withhold or reduction is imposed, an individual
or entity may request a review under paragraph (c) by filing with the commissioner a written request for an
administrative review. The review request must be received by the commissioner no later than 30 days after
the date the notification of the payment withhold or reduction was mailed to the individual or entity. The
review request must specify the reason the payment withholding or reduction decision is in error and clearly
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request a review. The commissioner must refer the review request to the Court of Administrative Hearings
within ten business days of receiving the review request.

(b) The costs for the review under paragraph (c) must be borne equally by both parties.

(c) The burden of proof upon review of a temporary withhold or reduction is limited to whether the
commissioner can establish that there is a credible allegation of fraud as provided in subdivision 2c, paragraph
(a), clause (2). The administrative law judge's recommendation to the commissioner must not make findings
on the veracity of the underlying allegations of fraud, as the underlying investigation remains ongoing and
underlying facts may be litigated in future administrative, civil, or criminal proceedings after the commissioner
issues a final decision.

(d) To protect the integrity of the ongoing investigation, the commissioner must submit evidence to
support the action to the administrative law judge under seal. The individual or entity may submit evidence
to the administrative law judge that supports the position of the individual or entity that the payment
withholding or reduction decision is in error. The administrative law judge must review the evidence in
camera. The commissioner must not be subject to discovery by the individual or entity during the proceedings.

(e) The commissioner must provide notice to the individual or entity within ten business days of the
administrative law judge's completed recommendation. The notice must state that the review process under
this subdivision is complete and must include whether the administrative law judge found that the
commissioner established there was a credible allegation of fraud.

(f) The administrative law judge's findings of facts, conclusions of law, and recommendation as to
whether there is a credible allegation of fraud must not be used or considered for any other purpose, including
impeachment, in any civil, criminal, administrative, or contractual proceeding. The administrative law judge's
findings of facts, conclusions of law, and recommendation must not be held conclusive or binding or used
as evidence in any separate or subsequent action in any other forum, be it contractual, administrative, or
judicial, regardless of whether the action involves the same or related parties or involves the same facts.

Subd. 2e. Withholding or reduction of payments; review. If a payment withhold or reduction under
subdivision 2¢ remains in effect after 90 days, the commissioner must submit evidence to an administrative
law judge under seal for the administrative law judge to determine whether the commissioner or a law
enforcement agency is actively pursuing an investigation under this section. The administrative law judge
must review the evidence in camera and provide a recommendation to the commissioner regarding continuing
the withholding or reduction. The recommendation of the administrative law judge is advisory and the
commissioner's decision to continue a withholding is final and not subject to appeal or reduction. The review
under this subdivision must occur every 90 days for each payment withhold or reduction that is in effect.
The commissioner must provide a notice to the individual or entity subject to the payment withhold or
reduction within ten business days of the completion of each review under this subdivision. The notice must
include the administrative law judge's recommendation.

Subd. 2f. Judicial review. The administrative law judge's findings of facts, conclusions of law, and
recommendations under subdivisions 2d and 2e are not subject to judicial review.

Subd. 2g. Forfeiture of withheld payments upon criminal conviction. Upon conviction of a crime
related to the provision, management, or administration of a health service under medical assistance, a
payment withheld pursuant to this section by the commissioner or a managed care organization that contracts
with the commissioner under section 256B.035 is forfeited to the commissioner or managed care organization,
regardless of the amount charged in the criminal complaint or the amount of criminal restitution ordered.
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Subd. 3. Mandates on prohibited payments. (a) The commissioner must maintain and publish a list
of each excluded individual and entity that was convicted of a crime related to the provision, management,
or administration of a medical assistance health service, or suspended or terminated under this section.
Medical assistance payments cannot be made by an individual or entity for items or services furnished either
directly or indirectly by an excluded individual or entity, or at the direction of excluded individuals or entities.

(b) The entity must check the exclusion list on a monthly basis and document the date and time the
exclusion list was checked and the name and title of the person who checked the exclusion list. The entity
must immediately terminate payments to an individual or entity on the exclusion list.

(c) An entity's requirement to check the exclusion list and to terminate payments to individuals or entities
on the exclusion list applies to each individual or entity on the exclusion list, even if the named individual
or entity is not responsible for direct patient care or direct submission of a claim to medical assistance.

(d) An entity that pays medical assistance program funds to an individual or entity on the exclusion list
must refund any payment related to either items or services rendered by an individual or entity on the
exclusion list from the date the individual or entity is first paid or the date the individual or entity is placed
on the exclusion list, whichever is later, and an entity may be subject to:

(1) sanctions under this section;

(2) a civil monetary penalty of up to $25,000 for each determination by the department that the vendor
employed or contracted with an individual or entity on the exclusion list; and

(3) other fines or penalties allowed by law.

Subd. 4. Notice. (a) The department must serve the notice required under this section using a
signature-verified confirmed delivery method to the address submitted to the department by the individual
or entity. Service is complete upon mailing.

(b) The department must give notice in writing to a recipient placed in the Minnesota restricted recipient
program under section 256B.0646 and Minnesota Rules, part 9505.2200. The department must send the
notice by first class mail to the recipient's current address on file with the department. A recipient placed in
the Minnesota restricted recipient program may contest the placement by submitting a written request for a
hearing to the department within 90 days of the notice being mailed.

Subd. 5. Immunity; good faith reporters. (a) A person who makes a good faith report is immune from
any civil or criminal liability that might otherwise arise from reporting or participating in the investigation.
Nothing in this subdivision affects an individual's or entity's responsibility for an overpayment established
under this subdivision.

(b) A person employed by a lead investigative agency who is conducting or supervising an investigation
or enforcing the law according to the applicable law or rule is immune from any civil or criminal liability
that might otherwise arise from the person's actions, if the person is acting in good faith and exercising due
care.

(c) For purposes of this subdivision, "person" includes a natural person or any form of a business or
legal entity.

(d) After an investigation is complete, the reporter's name must be kept confidential. The subject of the
report may compel disclosure of the reporter's name only with the consent of the reporter or upon a written
finding by a district court that the report was false and there is evidence that the report was made in bad
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faith. This subdivision does not alter disclosure responsibilities or obligations under the Rules of Criminal
Procedure, except that when the identity of the reporter is relevant to a criminal prosecution the district court
must conduct an in-camera review before determining whether to order disclosure of the reporter's identity.

Subd. 6. Application. This section supersedes any inconsistent or contrary provision of law.

Subd. 7. Coordination with law enforcement. When a temporary withholding or reduction of payments
under subdivision 2¢ involves potential criminal conduct, the commissioner must coordinate with appropriate
law enforcement authorities, including the Minnesota attorney general's Medicaid Fraud Control Unit, and
may consult with state or federal investigative agencies as necessary.

History: 1973 ¢ 717 s 6; 1976 ¢ 188 s 1; 1980 ¢ 349 s 5,6, 1982 ¢ 424 5 130; 1983 ¢ 312 art 55 17;
1987 c370art1s4,; 1987 c403 art2s 81; 1988 ¢ 6295 52; 1991 c 292 art5s29; 1992c 513 art7s 51,52;
1997 ¢ 203 art 4 5 30-32; 2000 ¢ 400 s 1; 1Sp2003 c 14 art 2 s 17; 2005 ¢ 151 art 25 17; 1Sp2011 c 9 art
6552;,2013c108art5s8-10;,2014c286art7s9; 1Sp2019c 9 art2s 113-117; art 7 s 32; 1Sp2020 ¢ 2
art 55 39,2023 c 70 art 17 s 44, 2024 ¢ 127 art 62 s 40; 2025 ¢ 38 art 55 28, 1Sp2025 ¢ 3 art 4 s 6; 2026
c12] art 35 30-45

NOTE: The amendment to subdivision la by Laws 2025, First Special Session chapter 3, article 4,
section 6, is effective upon federal approval. The commissioner of human services must notify the revisor
of statutes when federal approval is obtained. Laws 2025, First Special Session chapter 3, article 4, section
6, the effective date.
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