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STATE OFALASKA
2003 LEGISLATIVE SESSION

Revision Dais/Tim e (Note if correclion): 

Title MEDICAL CARE AND

R E P O R T E D  O U T

F IS C A L  N O T Er c

APH 1 5 2003
S E N A  I t  r lN A N C h i 

C O M M IT E E

MEDICAID FRAUD
— IDept. Affected:

BRU Medical Assistance Admin

: iscal N ote Num ber: J _
Jill Version:
S ) Publish D ate: 3/18/03

CSSSSB 41(HES)

Health C. Social Services

Component Health Purchasing Group
GREENSponsor 

Requester 
E x p e n d i tu re s /R e v e n u e s

Component No. 
(T housand s of Dollars!

243

Note- Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDIT"RES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

66.5 65.7 66.9 68.1 69.4 70.7

1,024.9 1,045.4 1.066.3 1.087.6 1,109.3

TOTAL OPERATING 66.5 1,090.6 1.112.3 1.134.4 1,157.0 1,180.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES (0)
FUND SOURCE_______________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental health 
Other(Specify Type-do not abbreviate)

49.9 818.0 834.2 850.8 867.8 885.0
16.S 272.6 278.1 283.6 289.2 295.0

TOTAL 66.5 1,090.6 1,112.3 1,134.4 1,157.0 1,180.0
Estim ate of any cu rren t year (FY2003) cost: ____________
Mark th is box (X) if funding for th is bill is included in the Governor's FY 2004 budget p roposal: [
POSITIONS
Full-time 1 1 1 1 1 1
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill creates more accountability from providers, recipients, and the Department of Health and Social Services 
(DHSS) in the administration of the Medicaid and CAMA programs, primarily through provider audits. The 
department is ordered to contract for independent financial audits in order to identify overpayments and criminal 
violations. This bill establishes named criminal acts for medical assistance fraud and corresponding degrees of 
felony or misdemeanor crimes. This bill provides for disenrollment of a health care provider for fraud or misconduct 
involving a controlled substance.

Prepared by: 
Division
Approved by: 
Agency

Kevin Henderson Phone 465-5821
Medical Assistance Date/Time 03/17/2003
Joel S. Gilbertson, Commissioner
Department of Health and Social Services

Date 03/1 //2003

| R t v o « d  9 / 2 0 0 7  O M B ) Pago 1 of 3
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STATE OF ALASKA
2003 LEGISLATIVE SESSION

FISCAL NOTE
FN # 1

BILL NO. CSSSSB 41(HES)

ANALYSIS CONTINUATION
E ST IM A T E D  E X P E N D IT U R E S
T he departm ent has lim ited  exp erien ce w ith  contracting for provider audits, A udits for w h ich  D H SS has  
contracted in the past did not include the search for illega l activ ity  required by this b ill. Factoring in our  
lim ited  ex p erien ce , w e m ake the fo llo w in g  assum ptions:

The .75%  sam p le o f  all enrolled  providers required by this b ill m eans at least 75 providers w ou ld  have to  
be audited each  year. W e estim ate that tw o o f  the provider audits w ou ld  be m edical fa c ilities , w hich  
require a m ore co m p lex  audit. The rem aining 73 providers ch osen  by the contractor w o u ld  be a cross  
section  o f  provider types w h o  exhib ited  characteristics that indicate recovery  w as likely .

T o estim ate the cost o f  an audit, w e started w ith  the historical cost o f  both facility  and n o n -fa c ility  audits 
and increased that am ount by 50% . T his increase is to com pensate for the added requirem ents o f  this 
b ill, including the search for illega l activ ity , u sin g  a contractor w ith attorney staff, and the h igher cost o f  
short term contracting w ith a firm large en ou gh  lo com p lete  the co m p lex ity  and num ber o f  audits 
required. T he F Y 04 base cost o f  a facility  audit is S 2 6 .1 0 0  per audit and there w ou ld  be at least 2 o f  
these com p leted  per year. The base cost o f  a n on -facility  audit is SI 3 ,0 5 0  and there w ou ld  be at least 73  
o f  these per year.

D M A  w ou ld  require one fu ll-tim e auditor (R ange 16) to coordinate the n o n -fac ility  audits, assist in 
m anagem ent o f  the contract, and coordinate fair hearings as a result o f  D M A  recovery' en forcem en t. 
A dditional adm inistrative costs o f  equipm ent, supplies, o ff ice  space, travel, etc are factored in.

E xpenditures are anticipated to grow  at an annual rate o f  2% . Federal M edicaid  m atch is calcu lated  at 
75% .

T O M M I T ^ E E  C O P

Page 2 o f 3



STATE OF ALASKA
2003 LEGISLATIVE SESSION

FISCAL NOTE
FN # 1

BILL NO. CSSSSB 41(HES)

ANALYSIS CONTINUATION.
EST IM A T E  OF R E C O V ER IES
O f  the 75 providers audited each  year, w e estim ate lhat 75%  o f  them  w ill result in a claim  for recovery'. 
W e estim ate a 1 to 2 ratio o f  audit costs to recoveries. H istorica lly , for every  IS o f  the cost o f  an audit 
w e recovered S2.

A nnual growth in recovery o f  M edicaid  and C A M A  is estim ated  at 4% , w hich  is a balance betw een  
inflationary grow th in m edical costs and a reduction in the frequency o f  provider v io lation s and related  
recoveries as the program m atures. W e anticipate no recovery in F Y 04 , becau se  that year w ill be needed  
to develop , advertise, and award a contract for audit and recovery  functions. In addition, som e  
regulations changes w ill be needed  in order to m ake a clear d istin ction  b etw een  rate-setting audits and 
financial/m isconduct audits.

Estim ated recovery is  show n below :
FY04 FY05 FY06 FY07 FYOS FY09

SO S I,567.5 S I,630.2 Sl.695.4 S l.763.2 SI.S33.S

Section  3: A S  4 7 .0 5 .2 0 0 (c ) requires recovered overpaym ents obta ined  because o f  an audit to be 
deposited  w ith the Departm ent o f  R evenue.

TOMMIT^EE COP'
Page 3 of 3



A m en dm en t  Number.___J--------
i T "  " L , .  d  \ 23-LS0204\U . 1

SENATE FINANCE
COMMITTEE ^

Spmisin 4_ n u i , . - -  - ,
Logged In By: _r (i O d J

4/15/33

A M E N D  M  E  N  1 ’

OFFERED IN THE SENATE

TO: CSSSSB 41(JUD)

B Y  S E N A T O R  G R E E N

1 P age 6 , lin es  4  - 8:

2 D e le te  all m aterial.

3 Insert

4  "(2) "claim " in c lu d e s  a request

5 se r v ic e s  under a p p lica b le  s la te  or fed eral law  or

6  an e lec tro n ic  form at or paper form at, or both;"

7

8 P age 7 , lin e  6 . fo llo w in g  "services":
\ s

9 Insert "or "m edical services""

jq ’  C g .

11 P a g e  7 , lin es 6 - 7:

12 D e le te  "availab le to  a m ed ica l a ss is ta n ce  recipient"

13 Insert "that m ay q u a lify  for re im b u rsem en t under A S  4 7 .0 7  or A S  4 7 .0 8 "

fo r  p a y m en t for m ed ica l a ssista n ce  

reg u la tio n s, w h eth er  the request is in

L -1-



SENATE FINANCE COMMITTEE
4  / \ 6  /2003 COMMITTEE ACTION

Bill Number S B  4 1
Amendment

Motion - a r r x b n d

Motion bv

by n o
Removed

Second Objection by
Committee Membrr Y Vote N

Senator Taylor
Senator Bunde
Senator Hoffman
Senator Olson
Senator Stevens
Co-Chair Green
Co-Chair Wilken

Tally
Yea
Nay

Absent

MOTION



. SENATE FINANCE COMMITTEE
A / 2003 COm/UT

Bill Number 6 b  4-1
Amendment • c t n  ^

Motion

Motion C o ^ d x ]
Objection bv Cd/]

Removed
Second Objection by

Committee Member Y Vote N
Senator Stevens
Senator Taylor
Senator Bunde
Senator Hoffman
Senator Olson
Co-Chair Green
Co-Chair Wilken

Tally
Yea
Nay

Absent

MOTION



COMMITTEE SUBSTITUTE FOR SPONSOR SUBSTITUTE FOR SENATE BILL 41

SPONSOR STATEMENT BY SENATOR LYDA GREEN

An Act relating to medical care and crimes relating to medical care, including medical 
care and crimes relating to the medical assistance program, catastrophic illness 
assistance, and medical assistance for chronic and acute medical conditions.

Since 1999, the costs of the Medicaid program have risen throughout the nation at an average 
rate of 11 percent per year. Alaska’s Medicaid program has averaged annual increases of 20 
percent, or more than $100 million per year, bringing the total projected program costs in 
FY2004 to just under $1 billion ($695 million in federal funds and $289 million in state funds).

Factors such as increased participant enrollments, increased use of health services, and the 
increasing costs of pharmaceuticals and long-term care are the greatest contributors to the rise 
in Medicaid program costs. While we have limited ability to contain these cost factors, we can 
control program integrity by targeting waste and fraud.

Nationally, the error rate of overpayments in the Medicare program is 7 percent, a number that 
could be inferred to the Medicaid program as well. In addition, the commonly held perception of 
the amount of fraud committed against the Medicaid program nationwide is 10 percent. 
Whether these two numbers are inclusive of one another or should be compounded, they 
represent a sizeable amount of spending -- between $70 and $170 million -- in Alaska’s 
Medicaid program on activities that are, at best, questionable and at worst, criminal.

To preserve the integrity and fiscal viability of Alaska’s Medicaid program, the system should be 
held to rigorous controls and frequent scrutiny. Relevant law~ shoulc be in place to prosecute 
those who commit fraud and abuse related to medical care. Alaska has no specific health care 
criminal theft statutes. Currently, in order to prosecute those who commit Medicaid fraud, 
prosecutors must use criminal statutes related to actions coincidental to the misconduct. Alaska 
theft statutes require proving the conduct was intentional, a very high standard to meet for a 
crime where there is no crime scene or physical evidence. Consequently, there have been 
relative' * few prosecutions. Senate Bill 41 provides the legal tools for the fiduciaries of the 
Medicaiu program to establish program integrity and maintain maximum fiscal control.

The legislation establishes the crime of medical assistance fraud, defines the elements that 
constitute the fraud, and classifies the crime committed as either a felony or a misdemeanor. It 
requires independent financial audits to identify errors, overpayments, and criminal violations 
made to, or by, Medicaid providers and requires administrative action within 90 days of receipt 
of each audit, it completes the loop between the Department of Health and Social Services and 
the Department of Law by requiring copies of all audits be provided to the Attorney General and 
by directing the Attorney General to notify the Department of Health and Social Services of any 
charges of misconduct filed against a Medicaid provider. Such notice requires the Department 
to undertake a complete review of any outstanding claims of that provider. Finally, Senate Bill 
41 provides that financing of the audits may be made from the recovery, due to the audits, of 
misspent funds.

It is vital that the State of Alaska administer its Medicaid program in a manner that ensures 
effective, long-term cost containment while providing needed medical care to its intended 
recipients. Medicaid providers must operate honestly, responsibly and in accordance with tha 
law. Those who do not should be held accountable. Senate Bill 41 provides the State with the 
means to better implement this philosophy.



A L A S K A  S T A T E  L E G I S L A T U R E

500 East Railroad Avenue 

W asilla. A laska 99654 

(90” ) 3” 6-33”0 
(90” ) 3“ 6-3 15“  Fax

Interim:

SEN A TO R  LYDA GREEN
SENATE BILL 41 

SPONSOR STATEMENT

An Act relating to medical care and crimes relating to medical care, including medical 
care and crimes relating to the medical assistance program

Since 1999, the costs of the Medicaid program have risen throughout the nation at an average 
rale of 11 percent per year. Alaska's Mecxaid program has averaged annual increases of 20 
percent, or more than S100 million per year, bringing the total projected program costs in 
FY2004 to just under SI billion (S695 million in federal funds and S289 million in state func.'.,).

Factors such as increased participant enrollments, increased use of health services, and the 
increasing costs of pharmaceuticals and long-term care are the greatest contributors to the rise 
in Medicaid program costs. While we have limited ability to contain these cost factors, we can 
control program integrity by targeting waste and fraud.

Nationally, the error rate of overpayments in the Medicare program is 7 percent, a number that 
could be inferred to the Medicaid program as well. In addition, the commonly held perception of 
the amount of fraud committed against the Medicaid program nationwide is 10 percent. 
Whether these two numbers are inclusive of one another or should be compounded, they 
represent a sizeable amount of spending -- between S70 and S170 million -- in Alaska’s 
Medicaid program on activities that are, at best, questionable and et worst, criminal.

To preserve the integrity and fiscal viability of Alaska’s Medicaid program, the system should be 
held to rigorous controls and frequent scrutiny. Relevant laws should be in place to prosecute 
those who commit fraud and abuse related to medical care. Alaska has no specific health care 
criminal theft statutes. Currently, in order to prosecute those who commit Medicaid fraud, 
prosecutors must use criminal statutes related to actions coincidental to the misconduct. Alaska 
theft statutes require proving the conduct was intentional, a very high standard to meet for a 
crime where there is no crime scene or physical evidence. Consequently, there have been 
relatively few prosecutions. Senate Bill 41 provides the legal tools for the fiduciaries of the 
Medicaid program to establish program integrity and maintain maximum fiscal control.

The legislation establishes three specific crimes of misconduct involving Medicaid services, 
defines the actions constitut.ng those crimes, and classifies the type of crime committed as 
either a felony or a misdemeanor. It clarifies the circumstances undei which controlled 
substances may be prescribed. It requires independent financial audits to identify errors, 
overpayments, and criminal violations made to, or by, Medicaid providers and requires 
administrative action within 90 days of receipt of each audit. It completes the loop between the 
Department of Health and Social Services and the Department of Law by requiring copies of all 
audits be provided to the Attorney General and by directing the Attorney General to notify the 
Department of Health and Social Services of any charges of misconduct filed against a 
Medicaid providerr-StrchmOftce requires the-Department to suspend payment to, and undertake 
a complete review of, that provider. Finally, Senate Bill 41 provides that financing of the audits 
may be made from the recovery, due to the audits, of misspent funds.



Senate Bill 41 
Sponsor Statement 
Page 2

It is vital that the State of Alaska administer its Medicaid program in a manner that ensures 
effective, long-term cost containment while providing medically necessary services to its 
intended recipients. Medicaid providers must operate honestly, responsibly and in accordance 
with the aw. Those who do not should be held accountable. Senate Bill 41 provides the State 
with the means to better implement this philosophy.
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Average Annual Growth Rates of Total 
Medical^ Spending

Annual growth rate:

27.1%

9.7%

3.2% 5.4%

1990-92 1992-95 1995-97 1997-99

9.0%
\  1 2 . 8 %

1999-01 2 0 0 2

SO U R C E: For 1990-1999: Urban Institute estimates prepared for the Kaiser K A I S E R  c o m m i s s i o n '  o n

Comrrtesion on Medicaid an the Uninsured, 2000. For 20012002: Health Management lu ip H ie a id  a n d  f  hr> I J n i n ^ i i r o H —  
Associates surveys for the Kaiser Commission on Medicaid and the Uninsured.     . _____



ALASKA MEDICAID PROGRAM EXPENDITURES ~ RECENT HISTORY

Numbers and Language
Actuals Actuals Actuals Actuals Actuals Enacted Projected

j FY98 FY99 FYOO FY01 FY02 FY03 FY04
Medical, Assistance 20% increase

Medicaid 366,536.5 395,689.5 470,709.0 583,893.6 693,679.7 820,036.5 984,043.8

General (Purpose 129,731.2 131,522.9 145,514.7 152,791.1 ' 192,921.5 173,294.8 207,953.8
Federal 231,329.7 261,315.7 307,508.4 387,431.9 461,846.9 579,552.0 695,462.4
Other 5,475.6 2,850.9 17,685.9 43,670.6 38,911.3 67,189.7 80,627.6

Total 366,536.5 395,689.5 470,709.0 583,893.6 693,679.7 820,036.5 984,043.8

% Increases frotr)
- —  - - ■ -  — - - - ----------------- ---- — ----  . . .  .

Prior Year -------- 7.95% 18.96% 24.05% 18.80% 18.22% 20.00%

Total Medicaid Expenditures FY  99 - FY 02: 2,143,971.8
Average annual increase between FY 99 and FY 02 20.60%

Source: figures obtained Irom Legislative Finance Division 
Presented by T. Carpenter of Senator Green's staff 2/24/2003



FigureP 15

Factors States Reported as Among the 
“Top Three” Increasing Medicaid Spending

N u m b e r  o f  s t a t e s  r e p o r t i n g : * -

P h a r m a c y E n r o l l m e n t

\
C o s t  o f  H e a l t h  L o n g - T e r m  C a r e  * 

S e r v i c e s

SO U RC E: .KCMU survey of Medicaid officials in 50 states and DC-conducted by -K_AJ S^E. R.  C O M M I S S I O N  O N  
Health Management Associates, June 2002. M e d i c a i d  a n d  t h e  U n i n s u r e d



F i g u r e  1 6

Sources of Growth in Federal Medicaid 
Expenditures, 2001-2002

F a c to r s  B e h in d  E x p e n d itu re  G row th  
fo r  B e n e f ic ia r ie s

E l d e r l y

a n d

D i s a b l e d

5 7 %

$ 9 . 0  b i l l i o n

m  E n r o l l m e n t - r e l a t e d  

□  S e r v i c e s - r e l a t e d

$ 2 . 1  b i l l i o n  $ 2 . 3  b i l l i o n

62%

T o t a l  I n c r e a s e  =  $ 1 5 . 7  b i l l i o n

43%

A d u l t s '  C h i l d r e n  D i s a b l e d  

&  E l d e r l y

SO U RC E: Kaiser Commission on Medicaid and the Uninsured analysis of CBO 
Medicaid baseline, March 2002.

K A I S E R  C O  MtM I S S I O N O N
' M e d i c a i d  a n d l h e  U n i n s u r e d  v



F i g u r e  2 . 5  P r o j e c t e d  M e d i c a i d  E x p e n d i t u r e s ,  F i s c a l  Y e a r s 1 9 9 8 - 2 0 1 0

S pen d in g  is pro jected  to g ro w  to $ 4 44  b illion  in F Y  2010.

500

c 40 0  - I
o

si v; 
0)

FY 2010 
Total = $444

0

, * \ /  -  /  s . * \ /  -

~  1 • - .  > ><v  • •• ; .  /*< v  • •• •: ' i  ;

Y  • i V Y y Y  • i V ^ y Y . -  \ V ; Y ;  Y V y Y ; / Y V / Y  y - / y
" * ' * - * 1 * - - '  > - » ' * - • '  i - v •
Y  - ■'- v  Y Y i ' ' - v  Y Y l , s« v  Y Y  . ' V  •' - v Y Y Y • - Y ,N / /  

Y j : : ' : y : Y ; : : ' ; y : y : : : * :  Y  Y  : -  ; Y  y : : : : Y ' ' : ; Y*
•■ Y \ - : Y - ' Y \ - : Y - ' Y \ ~ : Y ' - Y Y , - ^ A Y Y , » : Y ' Y \ ;  * :  ‘

i r

1998  2 0 00  2002  2004  2006
F i s c a l  Y e a r

2008 2 0 1 0

Note: (1) The projected increase in Medicaid expenditures can be explained by the following factors — case load accounts for 
about one-sixth of the increase, inflation one third, and the balance can be explained by spending-per-enrollee in excess of 
inflation; (2) data shown above are expressed in nominal terms.

Source: HCFA/Office of the Actuary, President's Fiscal Year 2001 baseline budget.

34



F i g u r e  2 . 1 0  D i s t r i b u t i o n  o f  P e r s o n s  S e r v e d  T h r o u g h  M e d i c a i d  a n d

P a y m e n t s  b y  B a s i s  o f  E l i g i b i l i t y ,  F i s c a l  Y e a r  1 9 9 8

P aym e n ts  fo r  the  e ld e rly •, b lin d  a n d  d isa b le d  a cco u n t fo r  71 p e rce n t o f  to ta l p a y m e n ts .

1 0 0  — | 

90 — 

80 — 

70 —

S  £ 0  —
ft—
<D

50 — 

40 — 

30 — 

2 0  —  

1 0  —  

0 -

A g e d ,  B lin d  
& D is a b le d

P e r s o n s  S e r v e d P a y m e n t s

Note: (1) Totals may not equal 100% due to rounding; (2) "Payments" describe direct Medicaid vendor payments and 
Medicaid program expend'tures for premium payments to third parties for managed care (but exclude DSH payments, 
Medicare premiums and cost sharing on behalf of beneficiaries dually enrolled in Medicaid and Medicare); (3) disabled 
children are included in the aged, blind & disabled category shown above.

Source: HCFA-2082.

40



F i g u r e  2 . 1 2  A v e r a g e  R e a l  M e d i c a i d  P a y m e n t s  p e r  P e r s o n  S e r v e d ,  

F i s c a l  Y e a r s  1 9 7 8 - 1 9 9 8

P er ca p ita  p a y m e n ts  fo r  the  e lderly , b lin d  an d  in d iv id u a ls  w ith  d isa b ilit ie s  m o re  than  d o u b le d  
w h ile  p e r  cap ita  p a ym e n ts  fo r  ch ild re n  and  a d u lts  h a d  m o d e s t g ro w th  rates.

$ 1 ^ 2 ,0 0 0  — |

</>

I  $ ' f o , 0 0 0  —

I '
^  $ 8 , 0 0 0 -  
03 

• ——■

Q  $ . 6 , 0 0 0 -
L.
d)

-  $4 ,000-1
03 
0) 

cp
$ 3 ,9 4 3

$ , 2 0 0 0 — | $ 1 , 2 1 5

Adults
Children Under 21 
Blind & Disabled 
Age 65 and Older

$ 4 ,3 6 4

$ 1 ,8 7 6

$ 1 ,2 0 3

1 I 1---1 T-- i 1 i r
1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998

Fiscal Year

Note: (1) Data shown above are expressed in 1998 dollars; (2) for FY 1998 "payments" describe direct Medicaid vendor 
payments and Medicaid program expenditures for premium payments to third parties for managed care (but exclude DSH 
payments, Medicare premiums and cost sharing on behalf of beneficiaries dually enrolled in Medicaid and Medicare), while 
data from previous years only include direct vendor payments; (3) the term "adults" as used above refers to a category of
non-elderly, non-disabled adults; (4) disabled children are included in the blind & disabled category shown above.

Source: HCFA Form 2082.
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A L A S K A  M E D I C A I D  F R A U D  C O N T R O L  U N I T

I
I

Message Hotline to R ep o rt M edicaid  F ra u d  1-907-269-6279
I

T h e  A lask a  M ed ica id  Fraud C on tro l U n it (M F C U ) has b een  p a n  o f  the A tto rn ey  
G eneral's O ffic e  s in c e  January 1 9 9 2 . T h e  unit is  lo ca ted  in A n ch o ra g e  and has  
sta tew id e  ju r isd ic tio n . It has the r e sp o n s ib ility  for  in v estig a tin g  and p r o se c u tin g  
M ed ica id  fraud and the ab u se , n e g le c t  or f in a n c ia l e x p lo ita tio n  o f  p a tien ts  in an y  
fa c ility  that a ccep ts  M ed ica id  fu n d s. T h e D irec to r  o f  the M F C U  is  A ss is ta n t A tto rn ey  
G eneral D o n a ld  R . K itch en , a ca reer  cr im in al p ro secu to r  w ith  m ore than a quarter  
cen try  o f  e x p e r ie n c e  in the crim in a l ju s t ic e  sy ste m . T h ere  are 4 7  M F C U 's a cro ss  the  
U .S .

A lth o u g h  the vast m ajority  o f  h ea lth  care p ro v id ers are h on est and d ed ic a te d  to  
p ro v id in g  the h ig h e st  q u a lity  health  care to their p atien ts, M ed ica id  p ro v id er  fraud  
c o s ts  A m erican  taxp ayers hundreds o f  m illio n s  o f  do llars an n u ally  and  th reaten s the  
in tegrity  o f  the M e d ic a id  program . N a tio n a lly , it  is  estim a ted  that Fraud, W a ste  and  
A b u se  accou n t fo r  10 to 2 0  p ercent o f  the p aym en ts m ade by M ed ica id . If the  
N atio n a l trends h o ld  true for the S ta te  o f  A la sk a , th ese  p ercen tages eq u a te  to 3 0  
m illio n  to 7 0  m illio n  M ed ica id  d o lla rs  an n u ally , resu ltin g  in a su b stan tia l red u ctio n  in 
m o n ey s  a va ilab le  to p rov id e  n ecessa ry  m ed ica l s e r v ic e s  to n eed y  A la sk a n s.

Fraud is " intentional" d ecep tio n  or  m isrep resen ta tion  w h ich  resu lts in an 
"unearned benefit" , u su a lly  in the fo rm  o f  an e x c e s s  paym ent. W h ile  health  care  fraud  
can take m any fo rm s, the m ost c o m m o n  in v o lv e s  b illin g  for serv ices  not p erform ed  or  
b illin g  for m ore e x p e n s iv e  se r v ic e s  than th o se  a c tu a lly  p rovid ed . M ed ica id  p a tien ts  
m ay not su sp ect fraud, as th ey  are se ld o m  m ad e aw are o f  the procedures or d o lla r  
am ou n ts b illed  to M ed ica id . A n u n scru p u lo u s p rov id er  can generate a fraudulent 
M ed ica id  paym en t s im p ly  by f ilin g  a fa lse  c la im  w ith  an e lig ib le  rec ip ien t’s 
id en tifica tio n  n u m b er and a va lid  p roced u re c o d e .

E x a m p l e s  O f  F r a u d  S c h e m e s  I n  H e a l t h  C a r e

•  BILL 'NG FOR SERVICES N O T  RENDERED
• BILLING FO R  H IG H E R  LEV EL O F  SERVICES THAN ACTUALLY 

PER FO R M ED

•  BILLING FO R  M O R E SE R V IC E S TH A N  ACTUALLY PERFO RM ED
•  CHARGING H IG H E R  RATES FO R  SERV ICES TO MEDICAID THAN 

O THERS

• CODING BILLINGS T O  G E T  M O R E  REIM B U R SEM EN T

http://www.law.state.ak.u-s
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•  PR OVIDING AND B ILLIN G  F O R  UNNECESSARY SERVICES
•  M ISR EPR ESEN TIN G  AN U N A L L O W A B L E  SERV ICE IN A M EDICAID 

BILLING
•  FALSELY DIAGNOSING S O  M E D IC A ID  W IL L  PAY FO R  M O R E  SERVICES

ALASKA DIVISION OF ALASKA
M EDICAL

ASSISTANCE
DEPARTM ENT OF 

LAW

I f  y o u  su sp e c t M ed ica id  health  ca re  fraud or p a tien t ab u se , d o  you r part to protect the 
in teg r ity  o f  the M e d ic a id  program  and the p u b lic  resou rces that fu n d  it! C on tact the 
M e d ic a id  Fraud C ontrol U n it H o tlin e  at l - ( 9 0 7 )  2 6 9 -6 2 7 9  and a sk  to  sp eak  to an 
in v e stig a to r  or s im p ly  le a v e  a m e ssa g e . O ur fax  is  l - ( 9 0 7 )  2 6 9 -6 2 0 2 . O r ca ll tbe  
C rim esto p p ers H o tlin e  at l - ( 9 0 7 )  5 6 1 -7 8 6 7 . Y o u  n eed  not g iv e  y o u r  n am e and you  
m a y  b e e lig ib le  fo r  a rew ard.

A la sk a  M ed ic a id  F ra u d  C on tro l U nit 
O ffice  o f  S p e c ia l P rosecu tions a n d  A ppea ls  

3 1 0  K  S tree t, S u ite  308  
A n c h o ra g e , A K  99501

E -M A IL  at m e d fr a u d @ la w .s ta te .a k .u s

ag_op_r>org; | consumer pnjecltan | r v ^  letters | execulrve barc-l ettics | d k l s  neteases 
rrwnuab | wflmal | jrtrant* | enrrtovee directory | mvacy policy | la.vhome
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Testimony
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Improper Payments

Statement o f  
M ichael F. M angano  
A cting Inspector General

April 25. 2001

Office o f Inspector General 
Department of Health and Human Services

G o o d  m orn ing  M r. C hairm an . M y  n am e is M ich a e l F. M a n g a n o . I am  the A c t in g  In sp ector  G en era l for  
the D epartm ent o f  H ealth  and H um an S e r v ic e s  (H H S ). It is  m y  p leasu re  to  be h ere  tod ay  to  g iv e  you  an 
update on our w ork  w ith  regard to im p rop er p aym en ts in D ep artm en ta l p rogram s.

T o d a y , I w ill p rov id e  an o \e r v ie w  o f  the typ es o f  paym en t errors rev ea led  b y  o u r  m o st recen t H ea lth  C are  
F in an cin g  A dm in istrorion  (H C F A ) audit. O ver the past f iv e  years, the O ff ic e  o f  the In sp ecto r  G en era l 
(O IG ) has undertaken  aud its o f  M ed ica re ’s fee -fo r -se r v ic e  c la im s  to e stim a te  the ex ten t o f  p a y m en ts  that 
did  not co m p ly  w ith  M ed ica re  la w s and regu la tion s. T h e se  p a y m en t errors, c o m p r ise d  o f  im p rop er  
p rov id er  b illin g s , m ake up th e  largest ca teg o ry  o f  in. ppropriate p aym en ts in  the M ed ica re  program . T h e s e  
errors can in c lu d e  s im p le  b illin g  m ista k es as w e ll as fraudulent b illin g s  W e  c o n tin u e  to  b e lie v e  that m o st  
health  care p rov id ers do th e ir  b est to p rov id e  h igh  q u a lity  care and are h o n est in  th eir  d e a lin g s  w ith  
M ed icare . A t the sa m e tim e , w e  m ust be con cern ed  about all errors, ev en  th o se  w h ic h  are to ta lly  
in n o cen t. O ur annual m easu rem en t o f  M ed icare  paym en t errors not o n ly  a llo w s  H C F A  to fo c u s  on  the  
areas w here in crea sed  c o m p lia n c e  is n eed ed , but a lso  en a b les  H C F A  to id e n tify  ap p ro a ch es to b u ild in g  a 
better M ed icare program .

I w ill a lso  d escr ib e  in sta n ces o f  sp e c if ic  inappropriate p a y m en ts  m ade as a resu lt o f  the c o m p le x ,  
antiquated , and in co m p a tib le  te c h n o lo g y  en v iro n m en t in w h ich  D ep artm en ta l p rogram s op erate. T h ese  
e x a m p le s  in c lu d e  } ' j i ' c a r e  and M ed ica id  p aym en ts m ade on b e h a lf  o f  d e c e a se d  or incarcerated  
b en efic ia r ies , as w e l l ... T em p orary  A ss is ta n c e  for N e e d y  F a m ilie s  (T A N F ) p a y m en ts  m ade to fu g itiv e  
fe lo n s . T aken togeth er , th ese  p ro b lem s in d ica te  sy ste m ic  v u ln era b ilitie s  w h ic h  c o u ld  lead to  m uch  m ore  
ser io u s  lo sse s  o f  fu n d s i f  not rem ed ied .

M EDICARE PAYM ENT ERRO R RATE

W c recen tly  re lea sed  our report Im proper F iscal Year 2000 M edicare  F ee-for-Ser\'icc  P aym ents  
( A - 1 7 -0 0 -0 2 0 0 0 )  in w h ich  w e  present the resu lts o f  ou r r e v ie w  o f  F isca l Y ear (F Y ) 200L  M ed icare  
fe e -fo r -se r v ic e  c la im s . B a sed  on  our sta tistica l sa m p le , w e  e stim a te  that im p ro p er  M ed icare  b en efit  
p aym en ts m ade during F Y  2 0 0 0  to ta led  S I  1.9 b illio n , or about 6 .8  percen t o f  the S I 7 3 .6  b illio n  in 
p ro cessed  fe e -fo r -serv ice  p a y m en ts  reported  b 'y H C F A . It is im portant to n ote  that th is is  an error rate 
estim a te  and not a fraud e stim a te . T h e se  im proper p aym en ts co u ld  fall on  a co n tin u u m  a n y w h ere  from  
s im p le  inadvertent m ista k es to  outright fraud and abuse.
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W h en  the sa m p led  c la im s w ere su b m itted  for p aym en t to M ed ica re  con tractors, th ey  c o n ta in ed  no v is ib le  
errors. W e fou n d  that the con tra cto rs’ c la im  p ro cess in g  co n tro ls  w e r e  g e n e r a lly  ad eq u ate for: (1 )  en su r in g  
b en efic ia ry  and prov id er  M ed ica re  e lig ib ility ;  (2 )  p r r in g  c la im s  b a sed  on  in form ation  su b m itted : and (3 )  
e n su r in g  that the s e n d e e s  as b ille d  w ere  a llo w a b le  under M ed ica re  ru les and  reg u la tio n s . H o w e v e r , their  
co n tro ls  w ere not e f fe c t iv e  in d e tec tin g  the typ es o f  errors w e  fo u n d . In stead , r e v ie w s  o f  p a tien t records by  
m ed ica l p ro fessio n a ls  d etected  9 2  p ercent o f  the im proper p a y m en ts . O ur h isto r ica l a n a ly s is  o f  p aym en t  
errors from  F Y  19 9 6  through F Y  2 0 0 0  id en tified  four m ajor p a y m en t error ca teg o r ies: m e d ic a lly  
u n n ecessa ry  s e n d e e s , unsupp orted  s e n d e e s , c o d in g  errors, and  n o n c o v e r e d  s e n d e e s .

'  I e d ic a lly  u n n e c e s s a r y  se r v ic e s , the largest error ca teg o ry  th is  year, a m o u n ted  to  S5.1  b illio n  in  im p rop er  
p aym en ts. T h is  ca teg o ry  co v ers  s itu a tio n s  in w h ich  the m ed ica l r e v ie w  s ta f f  fo u n d  en o u g h  d o c u m e n ta tio n  
in the m ed ica l records to m ake an in fo rm ed  d ec is io n  that the m ed ica l se r v ic e s  or p rod u cts r e c e iv e d  w ere  
not m e d ic a lly  n ecessary . T h e  fo llo w in g  is  an e x a m p le  o f  se r v ic e s  that w ere  d eterm in ed  not m e d ic a lly  

necessary':

•  A  p h ysic ian  w as paid  S 3 ,3 0 5  for 4 0  h yp n oth erap y s e s s io n s  w ith  an A lz h e im e r 's  p atien t. T h e  
m ed ica l records stated  that the patien t w a s neither a tten tiv e  n or  c o o p e r a tiv e  d u rin g  the in itia l m en ta l 
status ex a m . S in c e  the patien t co u ld  not participate in  that e x a m , the m ed ica l r e v ie w e r  d e term in ed  
that h yp n oth erap y treatm ent w a s  not m e d ic a lly  n ecessa ry , r ea so n a b le , or  appropriate fo r  a 9 5  year  
o ld  A lz h e im e r ’s patient.

U n s u p p o r te d  s e r v ic e s  represented  the largest error ca teg o ry  in three o f  the la st 5 years. In F Y  2 0 0 0 , th ey  
a cco u n ted  for an estim a ted  S 4 .3  b illio n  in im p rop er p aym en ts. S u ch  se r v ic e s  in c lu d e  th o se  w h ere  there is  
in su ffic ie n t d ocu m en ta tion  to d eterm in e the patient's o v era ll c o n d itio n , d ia g n o s is , and  ex ten t o f  s e r v ic e s  
p erform ed  (S 2 .3  b illio n ) or w h ere  there w a s  n o  d o cu m en ta tio n  to  support the s e r v ic e s  p ro v id ed  (S 2  
b illio n ) . An e x a m p le  o f  u n supp orted  s e n d e e s  fo llo w s:

•  A  hosp ita l w a s  paid  $ 7 2 2  for ou tp atien t radiation therapy s e n d e e s . T h e  m ed ica l record s c o n ta in e d  
n o  d ocu m en ta tion  to support the p ro v is io n  o f  th ese  s e n d e e s . A fter  rep eated  u n su c c e ss fu l a ttem p ts to  
obtain  su ch  d o cu m en ta tion , the c la im  w a s d en ied .

C o d in g  e r r o r s  rep resen ted  $ 1 .7  b illio n  in im p rop er p aym en ts (the n et o f  u p c o d in g  and d o w n c o d in g  
errors). For m ost o f  the co d in g  errors fo u n d , the m ed ica l rev iew ers  d e term in ed  that the d o c u m e n ta tio n  
su b m itted  by prov id ers su pported  a lo w e r  reim b u rsem en t c o d e . P h y sic ia n  and in p atien t P r o sp e c tiv e  
P aym en t S y stem  (P P S ) c la im s  a cco u n ted  for o v e r  9 0  p ercent o f  the c o d in g  errors o v e r  the 5 years  
r e v ie w e d . A n e x a m p le  o f  incorrect c o d in g  in c lu d es:

•  A  h osp ita l w a s paid $ 1 9 ,4 5 2  for p ro v id in g  a d ia g n o stic  related  group  se r v ic e  to a patien t ad m itted  
w ith  a ch ro n ic  in flam ation  o f  the m em b ran e lin in g  the ab d om in a l w a ll . T h e principal d ia g n o s is  c o d e  
w a s sh o w n  as another in fec tio n . T h e  m ed ica l rev iew ers co n c lu d e d  that the d ia g n o s is  c o d e  sh o u ld  
h a v e  been related  to an in fec tio n  due to a d ia ly s is  catheter. A s  a resu lt. S 7 .1 2 5  w as d en ied .

N o n c o v e r e d  s e r v ic e s  a n d  o th e r  e r r o r s  c o n s is te n tly  co n stitu ted  the sm a lle s t  error ca teg o ry . N o n c o v e r e d  
se r v ic e s  are d e fin ed  as th ose  that M ed icare  w ill not reim burse b eca u se  the se r v ic e s  d o  not m eet M ed ica re  
reim b u rsem en t rules and regu la tion s. S u ch  se r v ic e s  in c lu d e  m o st rou tin e  p h y sica l ex a m in a tio n s; ey e  and  
ear e x a m in a tio n s  to prescribe or to fit g la s se s  or  hearing aids; and, m o st rou tin e  fo o t carc.

S in c e  w e  d e v e lo p e d  the first error rate for F Y  1 9 9 6 , H C F A  has c lo s e ly  m o n ito red  M ed ica re  p a y m en ts  and  
has institu ted  appropriate corrective  a c tio n s . T h e  H C F A  has a lso  w o rk ed  w ilh  p rov id er  g rou p s to c la r ify
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reim b u rsem en t ru les and  to im press upon h ea lth care  prov id ers the im p ortan ce  o f  fu lly  d o c u m e n tin g  
se r v ic e s . A d d itio n a l in itia tiv e s  on the part o f  the C o n g r e ss , H C F A , the D ep a rtm en t o f  J u stice , and  the  
O ffic e  o f  In sp ector  G en era l have fo c u se d  reso u rces on  p reven tin g , d e tec tin g , and  e lim in a tin g  fraud and  
ab u se . A ll o f  th ese  e ffo r ts , w e  b e lie v e , h a v e  con tr ib u ted  to red u cin g  the im p rop er  p a y m en t rate b y  a lm o st  
h a l f - -  from  S 23  b ill io n , or about 14 p ercent o f  M ed ica re  program  ex p en d itu res , in  F Y  1 9 9 6  to  S I  1.9  
b illio n , or about 6 .8  p ercen t o f  the S 1 7 3 .6  b illio n  in  M ed icare  p aym en ts, in  F Y  2 0 0 0 .

T h e  d ecrease  in  im p ro p er  paym en ts has had a p o s it iv e  e ffe c t  on  M ed icare's  fin a n c ia l s itu a tio n . F rom  1991  
to  1 9 9 6 , the C o n g r e ss io n a l B u d get O ff ic e  (C B O ) rep orted  that M ed icare's  rate o f  in fla tio n  a v era g ed  1 0 .9  
p ercent per year, r  F Y  1 9 9 8 , the rate o f  in fla tio n  fo r  :he M ed icare  fe e -fo r -se r v ic e  p rogram  d rop p ed  to  the  
lo w e s t  in the program 's en tire  h istory  (s in c e  1 9 6 5 ) - -  1 .5  percent. O v era ll, C B O  c a lc u la te d  the a v era g e  
M ed icare  in fla tion  rate f c  F Y  1997 to F Y  2 0 0 0  at 3 .2  percent. C B O  c o m m e n te d  that: "M ost o f  th e  d e c lin e  
can be ex p la in ed  by a sf. ng effort to  en su re  c o m p lia n c e  w ith  p aym en t rules."  (T h e B u d g e t  and E c o n o m ic  
O u tlook : F isca l Y ears 2  >02-2011, C B O , January 2 0 0 1 )

A s  o f  1 9 9 6 , the T ru stees  o f  the M ed icare  Part A  T rust F u n d  p rojected  that the T ru st F u n d  w o u ld  b e  
in so lv e n t in 1 9 9 9 . H o w e v e r , o v er  the past 5 years, the T ru stees  h ave ex te n d e d  th e ir  e s t im a te  o f  the  
fin an cia l life  o f  the T ru st Fund by 3 0  years, from  1 9 9 9  until 2 0 2 9 . O n e o f  the p rim ary  c o n tr ib u tin g  fa c to rs  
c ite d  by the T ru stees h as b een  "the c o n tin u in g  e ffo r ts  to co m b a t fraud and abuse."  (S ta tu s  o f  the S o c ia l  
S ecu r ity  and M ed ica re  P rogram s, T ru stees  A n n u a l R ep ort, M arch 1 9 9 9 ) . W e  b e lie v e  that th e se  p o s it iv e  
e c o n o m ic  fin d in g s w ith  resp ect to the Financial in teg r ity  o f  the M ed icare  program , w h ic h  w ill  p o s it iv e ly  
im p act on both taxp ayers and b en efic ia r ies , are d u e in  large part to the fact that the v a s t  m ajor ity  o f  h ea lth  
care providers are e n g a g e d  in su b m ittin g  accurate c la im s  to  H C F A  and p ro v id in g  h ig h  q u a lity , m e d ic a lly  
n e c e s sa iy  serv ices .

INAPPROPRIATE M EDICARE AND M EDICAID PAYM ENTS

N u m ero u s O IG  au d its and  in v estig a tio n s  h a v e  rev ea led  in stan ces w h ere  an tiq u ated  an d  c o m p le x  c o m p u te r  
sy stem s h ave resu lted  in  inappropriate p aym en ts b e in g  m ad e on b eh a lf  o f  M ed ica re  b e n e fic ia r ie s  and  
M ed ica id  rec ip ien ts. S e v era l recent O IG  au d its and in sp ec tio n s  ex a m in ed  w h eth er  th e  M ed ica re  o r  
M ed ica id  p rogram s w e r e  b e in g  b illed  fo r  se r v ic e s  w h ich  occurred  after the date o f  a b en e fic ia ry 's  d ea th  and  
w h eth er  th ese p rogram s w ere  paying  for  su ch  se r v ic e s . W e h ave a lso  recen tly  c o m p le te d  w o rk  to  id e n t ify  
inappropriate p a y m en ts  m ad e on b e h a lf  o f  in carcerated  M ed icare  b en e fic ia r ie s .

P aym en ts M ade on  B e h a l f  o f  D eceased  B ene fic ia ries

M e d ic a r e  S e r v ic e s :  In ou r  in sp ectio n , M edicare P aym ents fo r  Services A fte r  D ate  o f  D eath  
(O E I-0 3 -9 9 -0 0 2 0 0 ) , w e  fo u n d  that M ed icare  paid  an estim a ted  S 2 0 .6  m illio n  in 1 9 9 7  fo r  s e r v ic e s  that 
started after a b en efic ia ry 's  d ate o f  death . T h e se  p a y m en ts  w ere  m ad e b eca u se  o f  sev era l sy ste m  p r o b le m s. 
A p p ro x im a te ly  $ 1 2 .6  m illio n  w as p a i.‘ ' ja u se  M ed icare  had not yet r e c e iv ed  b e n e fic ia r y  date o f  death  
in form ation  from  the S o c ia l S ecu rity  A d m in istra tio n  (S S A )  M aster B en e fic ia ry  R eco rd  at the tim e the  
c la im  w a s p ro cessed . F o r  e x a m p le , for o n e  b en e fic ia ry  w h o  d ied  in M ay  1997 , H C F A  d id  not r e c e iv e  the  
date o f  death in fo rm a tio n  until O ctob er  1997 . T h is  d e la y  a llo w e d  three m on th s o f  rental p a y m en ts  for a 
n eb u lizer  to be pc ' in J u n e , Ju ly , and A u g u st 1997 .

T h e rem ain in g  S8 m illio n  w a s paid for se r v ic e s  w h ere  the b en eficiary 's date o f  death  w a s  in its sy s te m  at 
the tim e the c la im  w a s p r o c e sse d  and ap p roved  for p aym en t, but H C F A 's C o m m o n  W o rk in g  F ile  sy s te m ,  
the sy stem  u sed  b y  f isca F tm em w d ia r ies  and carriers to p rocess fe e -fo r -se r v ic c s  c la im s , d id  not p rev en t the  
c la im s from  b e in g  paid . O v er  h a lf o f  the $8  m illio n  w a s for durable m ed ica l eq u ip m en t c la im s . For  
e x a m p le , for o n e  b e n e fic ia r y  w h o  d ied  in N o v e m b e r  1 9 9 7 , H C F A  rece iv ed  the date o f  d ea th  in fo rm a tio n  in
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that sa m e  m onth . H o w e v e r , in January 1 9 9 8 , H C F A  p aid  c la im s  on  b e h a lf  o f  that b en e fic ia ry  for d urab le  
m e d ic a l eq u ip m en t item s w ith  s e n d e e  dates in  D e c e m b e r  o f  1997 .

W e  a lso  fou n d  so m e  p a y m en ts  for se r v ic e s  w h ere  H C F A 's E n ro llm en t D a ta b a se , w h ich  c o n ta in s  
e n titlem en t data fo r  M ed ica re  b en e fic ia r ie s , and the C o m m o n  W o rk in g  F ile  co n ta in ed  d ifferen t d a te s  o f  
death . In o n e  e x a m p le , a b en e fic ia ry  r e c e iv ed  fo u r  se r v ic e s  re la tin g  to a m b u la n ce  transport o n  M a y  12. 
1 9 9 7 . A lth o u g h  data from  the E n ro llm en t D a ta b a se  in d ic a te d  that the b e n e fic ia r y  d ied  o n  M a y  9 , 1 9 9 7 , th e  
C o m m o n  W o rk in g  F ile  c o n ta in ed  a d ifferen t date o f  death  o f  M a y  13 , 1 9 9 7 . In su ch  e x a m p le s , w e  fo u n d  
n o  in d ica tio n  o f  w h ic h  f ile  co n ta in ed  the accurate date o f  d eath  and th erefore  d o  not k n o w  w h eth er  o r  n ot  

th e  c la im s  w ere  p aid  in  error.

A s a esult o f  our f in d in g s , w e  reco m m en d ed  that H C F A  req u ire con tractors to c o n d u ct annual 
p o st-p a y m en t r e v ie w s  to id en tify  and reco v er  p a y m en ts  m a d e  for s e r v ic e s  after  death; r e v ise  th e ir  C o m m o n  
W o rk in g  F ile  sy s te m  ed it to  en su re  that durable m ed ica l e q u ip m e n t p a y m en ts  are not m ad e  fo r  d e c e a se d  
b en efic ia r ies; and p e r io d ic a lly  r e c o n c ile  date o f  death in fo rm a tio n  b e tw een  the E n ro llm en t D a ta b a se  and  
C o m m o n  W o rk in g  F ile s . In January 2 0 0 1 , H C F A  im p le m e n te d  the sy ste m  c h a n g e  n e c e ssa r y  to  r e v ise  the  
C o m m o n  W o rk in g  F ile  ed its  to p reven t p aym en t o f  durable m ed ica ' eq u ip m en t se r v ic e s  b ille d  after the  
b en efic iary 's date o f  death . H C F A  has a lso  recen tly  is su e d  in stru c tio n s  to  M ed ica re  co n tra cto rs req u ir in g  
th em  to co n d u ct the n ec e ssa r y  post-p ayrn en t r e v ie w  a c tiv it ie s  to  id e n tify  p a y m en ts  m ad e on  b e h a lf  o f  
d e c e a se d  b e n e fic ia r ie s . H o w e v e r , H C F A  in d ica ted  that there is  n o  w a y  to  sy s te m a tic a lly  co m p a re  the  
E n ro llm en t F ile  and  C o m m o n  W o rk in g  F ile  to d eterm in e  w h ic h  date o f  death  is  accu rate w ith o u t a m an u a l  
rev iew ; therefore, th e y  w ill n eed  to  take in to  a cco u n t con tractor  w ork load  w h ile  im p le m e n tin g  thi.. 
reco m m en d a tio n .

M e d ic a id  S e r v ic e s :  In 1 9 9 4 , the O IG  began  an in it ia tiv e  to w o rk  m o re  c lo s e ly  w ith  S ta te  A u d ito rs  in  
r e v ie w in g  the M e d ic a id  program . T hrough  th is in it ia tiv e , the O IG /S ta te  A u d it P artnersh ip  P lan  w a s  
d e v e lo p e d  to ex p a n d  M e d ic a id  program  audits and  a llo w  S ta te  A u d itors to a p p ly  m e th o d o lo g ie s  w e  h a v e  
s u c c e s s fu lly  u sed  in ou r M ed ica re  aud its. A s  an e x a m p le , the S ta te  o f  O h io 's O ff ic e  o f  the A u d ito r  
ex a m in e d  w h eth er  M e d ic a id  w a s p a y in g  for s e r v ic e s  on  b e h a lf  o f  d e c e a se d  r ec ip ien ts  (P aym en ts  f o r  
M edica id  Services to  D eceased  R ecip ien ts, A -0 5 -0 0 -0 0 0 4 5 ) .  T h e  audit d e term in ed  that, d u rin g  a p er io d  o f  
a lm o st 6  years, the O h io  D ep artm en t o f  H um an S e r v ic e s  (O D H S ) p a id  $ 8 2  m illio n  for s e r v ic e s  to  
M e d ic a id  rec ip ien ts a fter  the rec ip ien ts' date o f  death . T h is  a m o u n t c o n s is te d  o f  1 1 5 ,0 0 0  p a y m en ts  to  o v e r  
4 ,0 0 0  d ifferen t p ro v id ers fo r  s e r v ic e s  p rov id ed  to a lm o st 2 7 ,0 0 0  apparently  d e c e a se d  r ec ip ien ts . T h e  
av era g e  tim e to d isc o v e r  and  re c o v e r  an o v erp a y m en t w a s  ju s t  o v e r  f iv e  m o n th s after  the rec ip ien t's  d ate  o f  
d eath . A b ou t 93  p ercen t o f  the u n reco v ered  p aym en ts w ere  in  four c a teg o r ie s  o f  serv ice : sk ille d  n u rsin g  
fa c ility  (7 5  p ercent o f  the u n reco v ered  p a y m en ts), in term ed ia te  care fa c ility  (7  p ercen t), p h arm acy  (6  
p ercen t), and durab le m ed ica l eq u ip m en t (5  percen t).

S u b seq u en t an a ly sis  b y  the O h io  D ep artm en t o f  H um an S e r v ic e s  co n firm ed  that in fo rm a tio n  in  the  
M e d ic a id  recip ien t m a ster  f ile  is  not a lw a y s accurate. O h io  au d itors d eterm in ed  that a lm o st 3 0  p ercen t o f  
3 4 ,3 3 0  M ed ica id  rec ip ien ts  w h o  d ied  during 1 9 9 7 , acco rd in g  to  the O h io  D ep artm en t o f  H ea lth 's V ital 
S ta tis t ic s  file , d id  n o t h a v e  a date o f  death en tered  on the rec ip ien t m aster  f ile  (m ea n in g  that p rov id ers  
c o u ld  s till b ill and b e  re im b u rsed  for M ed ica id  se r v ic e s ) . M o reo v er , 4 .6  percen t o f  the 2 4 ,4 6 3  rec ip ien ts  
w h o  had a date o f  death  on  the rec ip ien t m aster  f i le  had a death  date that d iffered  from  the V ita l S ta t is t ic s  
death  date by m ore than o n e  day.

T h e O ffic e  o f  the A u d ito r  reco m m en d ed  that the O h io  D ep artm en t o f  H u m an  S e r v ic e s  re c o v e r  the  
o u tstan d in g  am ou n t w trerrfeasitfte' and co st  e f fe c t iv e , m ake c o rrectio n s  to prevent add ition a l o v e r p a y m e n ts  
from  b e in g  m ade for d e c e a se d  rec ip ien ts , and se e k  le g is la t iv e  auth ority  to d e v e lo p  and ap p ly  sa n c tio n s  
aga in st p rovid ers w h o  d o  not t im e ly  report a recip ien t's  death  or  w h o  bill for or retain unearned
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reim b u rsem en ts. T h e  S tate has n o w  r eco v ered  all o f  th e  o v erp a y m en ts  id e n tif ie d  in th is  audit.

P aym en ts  M a d e  on B e h a l f  o f  In ca rcera ted  B en e fic ia r ies

M edicare Paym ents: W e are currently  co n d u c tin g  a se r ie s  o f  audits on  M ed ica re  p a y m en ts  p r o v id e d  on  
b e h a lf  o f  b en e fic ia r ie s  w h o  w ere in the c u s to d y  o f  F ed era l, S ta te , or  lo c a l la w  e n fo r c e m en t a g e n c ie s  at the 
tim e  s e n d e e s  w ere  p rov id ed . U n d er current F ederal la w  and reg u la tio n s, p a y m en ts  for su c h  s e n d e e s  are 
g en era lly  u n a llo w a b le . T h e  S tate or  o th er g o v ern m en t c o m p o n e n t o p era tin g  the p rison  is  p resu m ed  to  be  

resp o n sib le  for the m ed ica l n eed s  o f  its p rison ers.

T h e  rules for d eterm in in g  w h eth er  M ed ica re  v /ill pay  are c o m p le x  and a d m in istra tiv e ly  c u m b e r so m e . 
U n d er  se c tio n s  1 8 6 2 (a )(2 )  and  (3 )  o f  the S o c ia l S ecu r ity  A c t , the M ed ica re  program  w ill  not p a y  for  
s e n i c e s  i f  the b en efic ia ry  has n o  leg a l o b lig a tio n  to  p a y  fo r  the s e n i c e s  and i f  the s e n i c e s  are p a id  fo r  
d irectly  or in d irec tly  b y  a g o v ern m en ta l en tity . R e g u la tio n s  at 4 2  C o d e  o f  F ed era l R e g u la tio n s  (C F R )
4 1 1 .4 (b )(1 ) and (2 ) state the M ed ica re  program  m ay n o t p a y  fo r  se r v ic e s  p ro v id ed  to  b e n e fic ia r ie s  w h o  are 
in the cu sto d y  o f  penal au th orities unless  the au th orities requ ire that all in d iv id u a ls  p ay  fo r  such  s e r v ic e s  
and en fo rce  that req u irem en t b y  p u rsu ing  c o lle c t io n  fo r  rep aym en t. T h e  S ta te  or o th er  G o v ern m en t  
co m p o n en t op eratin g  the p rison  is  p resu m ed  to  b e r e sp o n s ib le  for  the m ed ica l n e e d s  o f  it s  p r ison ers. 
A cco rd in g  to H C F A ’s p roced u ral m an u a ls fo r  its  con tractors, th is is  a reb u ttab le  p resu m p tio n  that m a y  b e  
o v e r c o m e  o n ly  at the in it ia tiv e  o f  the G o v ern m en t en tity . T h e  en tity  m u st e sta b lish  that it  e n fo r c e s  the  
requ irem ent to pay b y  b illin g  and se e k in g  c o lle c t io n  fro m  all in d iv id u a ls  in cu sto d y , w h eth er  in su red  o r  
uninsured , w ith  the sa m e  v ig o r  it pursues the c o lle c t io n  o f  o th er  d eb ts. It m u st pursue c o lle c t io n , in c lu d in g  
the f ilin g  o f  la w su its  to ob ta in  lien s  a g a in st an in d iv id u a l's  a sse ts  o u ts id e  the p rison  and in c o m e  fro m  
n on -p rison  sou rces.

T h e  S o c ia l S ecu r ity  A d m in istra tio n , on the o th er  hand has a s im p le  ru le regard in g  p a y m e n ts  to p r iso n e r s .
A person's S o c ia l S ecu rity  b en e fits  are su sp en d ed  i f  h e /sh e  is  incarcerated  fo r  a m on th  or  m ore.

In ou r report R eview  o f  M edicare P aym ents f o r  Services P ro v id ed  to Incarcera ted  
B enefic iaries(A -04-00-05568), w e  found  that the M ed ica re  program  is  v u ln era b le  to  im p rop er  p a y m en ts  
for  se r v ic e s  p ro v id ed  to  incarcerated  b en e fic ia r ie s . A cc o r d in g  to data p ro v id ed  to us b y  th e  S S A , th ere  
w ere  3 8 ,6 0 0  S o c ia l S ecu r ity  b e n e fic ia r ie s  en titled  to M ed ica re  w h o  w ere  in carcerated  as o f  Ju ly  2 0 0 0 . W e  
u sed  th is data to d eterm in e w h eth er  M ed ica re  c la im s  h a v e  b een  paid on  b e h a lf  o f  an y  o f  th e se  b e n e fic ia r ie s  
d u rin g  C alendar Y ears 19 9 7  through 1 9 9 9 . T o  date, w e  h a v e  id en tified  $ 3 2  m illio n  in  M ed ica re  
fe e -fo r -se r v ic e  p aym en ts on  b e h a lf  o f  7 ,4 3 8  in carcerated  b e n e fic ia r ie s  d u rin g  C a len d ar Y ears 1 9 9 7  through  
1 9 9 9 . W e a lso  fou n d  that s o m e  in carcerated  b en e fic ia r ie s  w e r e  en ro lled  in M ed ica re  m a n a g ed  care p lan s  
d u rin g  their incarceration .

W e are in the p ro cess  o f  d eterm in in g  the am ou n t o f  M ed ica re  p aym en ts m ad e  on b e h a lf  o f  in carcerated  
b en efic ia r ies  w h ich  m ay b e  im proper. W e are co n cern ed , h o w e v e r , b eca u se , in g en era l, n o  M ed ica re  
p aym en ts sh o u ld  b e m ad e for se r v ic e s  rendered  to p rison ers u n le ss  certain  strict c o n d it io n s  are m et by th e  
go v ern m en t co m p o n en t ( i.e ., F ed era l, S ta te , or lo c a l)  w h ic h  op era tes the p rison . W e are n o w  d e te r m in in g  if  
the go v ern m en t co m p o n en ts  o p era tin g  p r iso n s m eet the str ic t co n d itio n s  for M ed ica re  p a y m en ts  to  be  
a llo w a b le . T h e  d e v e lo p m e n t u n d erw ay  in c lu d e s  research in g  S ta te  la w s to d eterm in e  i f  p r iso n ers are 
required to repay their m ed ica l e x p e n se s . I f  su ch  a law  e x is t s , the g o v ern m en t en tity  m ust then  p rove that it 
e n fo r c e s  this requ irem ent. E x a m p les  w e  are in v e stig a tin g  in clu d e:

•  M ed icare  paid  $ 2 5 ,4 2 3  TdTCervices to  anT hm ate ch a rg ed  w ith  k illin g  h is m other.

• In another S ta te , M ed icare  paid  a fa c ility  $ 9 7 ,2 8 3  on  b e h a lf  o f  n in e  in m ates w h o  w ere in carcerated
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for v a r io u s c r im e s  in c lu d in g  arson, a ttem p ted  assau lt, b reak in g  and en ter in g , and burglary.

T h e  H C F A  d o e s  n o t id e n tify  M ed ica re  b e n e fic ia r ie s  w h o  are in p rison , m a k in g  it v irtu a lly  im p o ss ib le  for  
M ed icare  co n tra cto rs to  p reven t im p rop er p a y m en ts . T o  m in im iz e  this r isk , w e  reco m m en d  that H C F A  
fo rm a lize  its e ffo r ts  to  ob ta in  ad d ition a l data from  S S A  in the d a ily  tra n sm iss io n  o f  en ro llm en t data, w h ic h  
id e n tif ie s  in ca rcera ted  b e n e fic ia r ie s , and d e s ig n  and im p lem en t sy stem  c o n tr o ls  in the E n ro llm en t D a ta b a se  
and C o m m o n  W o r k in g  F ile  to alert con tractors w h en  a M e d ic a r e  c la im  is  su b m itted  for s e r v ic e s  for an 
in carcerated  b en e fic ia ry . W e r e c o g n iz e  that im p le m e n tin g  the routine transfer o f  n ecessa iy ' in form ation  
from  S S A  and m a k in g  the n ec e ssa r y  sy stem  en h a n cem en ts  w ill take tim e. In the in terim , w e  reco m m en d  
that H C F A  p e r io d ic a lly  ob ta in  a f ile  on  in carcerated  b en e fic ia r ie s  for p o st-p a y m en t r e v ie w s  from  S S A  

s im ila r  to the f ile  w e  o b ta in ed  during  our r e v ie w .

M edicaid Paym ents for Inmates o f Public Institutions: W e  are in the p r o c e ss  o f  r e v ie w in g  M ed ica id  
p aym en ts for s e r v ic e s  p ro v id ed  to in m ates o f  p u b lic  in stitu tio n s. O ur in v o lv e m e n t  b egan  w ith  in form ation  
r e c e iv ed  from  the L o u is ia n a  O ff ic e  o f  L e g is la t iv e  A uditor. T h e  A u d ito r  w a s c o n c e r n e d  that the L o u isia n a  
D ep artm en t o f  H ea lth  and H o sp ita ls  w a s  in c lu d in g  the c o s t  o f  se r v ic e s  p ro v id ed  to  in m a tes in d e term in in g  
its M e d ic a id  net u n c o m p e n sa te d  care c o s ts  for d isp rop ortion ate  share h osp ita l p aym en ts m ad e to State  
o p erated  h o sp ita ls . T h e  L o u is ia n a  O ffic e  o f  L e g is la t iv e  A u d ito r  had interpreted  that n e ith er  
d isp rop ortion ate  sh are  h o sp ita l p a y m en ts  nor F ed era l fin an cia l p artic ip a tion  p a y m en ts  are a llo w a b le  for  
se r v ic e s  p ro v id ed  to  in m a tes  o f  p u b lic  in stitu tio n s , sp e c if ic a lly  p rison ers in  a p en a l in stitu tion .

B a se d  on audit w o r k  to d ate, w e  fou n d  that H C F A  has not e s ta b lish e d  a d e f in it iv e  co v e r a g e  p o lic y  that is  
co n s is te n t w ith  the in ten t o f  the g o v ern in g  sta tu te that g en era lly  p roh ib its  F ed era l fin an cia l p articipation  
p aym en ts for in m a te s  o f  p u b lic  in stitu tio n s. T h e  current M e d ic a id  c o v e r a g e  p o lic y  co n ta in s  a p ro v is io n  
a llo w in g  for F ed era l fin a n cia l p articipation  p a y m en ts  for se r v ic e s  p rov id ed  to in m ates o f  p u b lic  in stitu tio n s  
w h en  the inm ate is  an in p atien t in a m ed ica l in stitu tion . W e  b e lie v e  th is p ro v is io n  is contrary  to  the in ten t  
o f  the M ed ica id  sta tu te . W e  b e lie v e  the in tent w a s  to ensure that M ed ica id  fu n d s are not u sed  to fin a n ce  
care that has tr a d itio n a lly  b een  the re sp o n sib ility  o f  the S ta te  and  loca l g o v ern m en ts . A ls o . H C F A  has n o  
s p e c if ic  g u id a n ce  on  th e  a v a ila b ility  o f  d isp rop ortion ate  share h osp ita l p a y m en ts  to h o sp ita ls  for  
u n co m p en sa ted  ca re  p ro v id ed  to in m ates. W e e x p e c t  to c o m p le te  our r e v ie w  th is  su m m er.

O ther O IG  W ork

In ad d ition  to the im p ro p er  p a y m en ts  d escr ib ed  a b o v e , w e  h a v e  a lso  d on e  e x te n s iv e  w ork  through audits  
and in sp e c tio n s  to id e n t ify  d u p lica te  p aym en ts m a d e  in the M ed ica re  and M ed ica id  program s. For  
e x a m p le , w e  h a v e  e x a m in e d  i f  M ed ica re  fe e -fo r -se r v ic e  p a y m en ts  w ere m ade on  b eh a lf o f  b en efic ia r ies  
en ro lled  in M ed ica re  m a n a g ed  care p lan s. T h is  w o rk  in v o lv e s  id en tifica tio n  o f  sp e c if ic  o v erp a y m en ts, as 
w e ll as id en tif ica tio n  o f  th e  sy ste m  v u ln era b ilitie s , w h ich  h a v e  a llo w e d  su ch  p a y m en ts  to occur. 
A d d itio n a lly , w e  h a v e  w ork  u n d erw ay  to id en tify  w h eth er  M ed ica re  p a y m en ts  are b ein g  m ade on b eh a lf o f  
d ep orted  a lien s. Prelim inary' resu lts  in d ica te  that su ch  p aym en ts are b e in g  m ad e.

TA NF BEN EFIC IA R IES WHO ARE FUG ITIVE FELONS

T h e p rob lem s o f  e n su r in g  the ap p rop ria ten ess o f  p aym en ts in a c o m p le x  program  en v iron m en t are nol 
lim ited  to M ed ica re  and  M ed ica id . T h is  is illu stra ted  in  the fo llo w in g  accou n t o f  in co m e a ssista n ce  
p aym en ts w h ich  w c  d isc o v e r e d  w ere  b e in g  m ad e to fu g itiv e  fe lo n s .

T he U .S . D ep artm en t-oF H ea lttrW id  H u m an  S e n i c e s .  A d m in istra tion  for C h ild ren  and F a m ilie s , O ffice  ot 
F a m ily  A ss is ta n c e , o v e r s e e s  the T em p orary  A ss is ta n c e  for N e e d y  F a m ilie s  (T A N F ) program . T h e Personal 
R e sp o n s ib ility  and W ork  O p p ortu n ity  R e c o n c ilia t io n  A ct o f  1 9 9 6  in creased  the f le x ib ility  o f  the S tates in
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op eratin g  the T A N F  program . T h e  A ct a llo w s  S ta tes to p ro v id e  a ss is ta n c e  so  that ch ildren  m a y  be cared  
for in  their o w n  h o m e; p ro m o te  jo b  preparation , w ork  and m arriage; p reven t and  reduce the in c id e n c e  o f  
o u t-o f-w e d lo c k  p reg n a n c ie s; and  en cou rage  the form ation  and m a in ten a n ce  o f  tw o  parent fa m ilie s . S e c t io n  
4 0 8  o f  the A c t  id e n tif ie s  p ro h ib itio n s  and  o th er  req u irem en ts fo r  the T A N F  program  in c lu d in g  a 
requirem ent that S ta te s  n o t u se an y  part o f  the grant to  p ro v id e  a ss is ta n c e  to  a n y  in d iv id u al w h o  is f le e in g  
to  a v o id  p ro secu tio n , c u s to d y  or  c o n fin e m e n t after c o n v ic t io n  fo r  a  fe lo n y , as d e fin ed  under the la w s o f  the  

p lace  from  w h ich  th e  in d iv id u a l fle e s .

P roject C o m h u sk er  is  an in it ia t iv e  o f  our O ff ic e  to reduce frau d u len t T A N F  p aym en ts in the m etrop o litan  
area o f  O m aha, N eb rask a . T h is  is  the first su ch  jo in t  p roject w e  h a v e  undertaken  w ith  loca l la w  
en fo rcem en t to id e n tify  in d iv id u a ls  w ith  fe lo n y  fu g itiv e  w arrants w h o  are r ec ip ien ts  o f  fed eral a ss is ta n ce  in  
v io la tio n  o f  the W elfa re  R e fo r m  A c t o f  1 9 9 6 . A s  part o f  th is e ffo r t, the a c t iv e  fe lo n y  w arrants for  D o u g la s  
C ou n ty , in c lu d in g  O m ah a , w ere  m a tch ed  w ith  the a c tiv e  T A N F  b e n e fic ia r y  f i le s  m ain ta in ed  b y  the 
N eb rask a D ep artm en t o f  H ea lth  and H um an S e r v ic e s . T h is  co m p u te r  m atch  p rod u ced  6 4  w a n ted  
in d iv id u a ls .

On M arch 21 and  2 2 , 2 0 0 1 , O IG  agents a ss is ted  the D o u g la s  C o u n ty  S h e r if f s  O ff ic e  and the O m ah a P o lic e  
D epartm ent in the arrest o f  2 4  in d iv id u a ls  w an ted  for fe lo n ie s  c o m m itte d  in th e ir  ju r isd ic tio n . T h e se  arrests  
w ere m ade p o ss ib le  b e c a u se  o f  the co o p era tio n  o f  the N eb ra sk a  D ep a rtm en t o f  H ea lth  and H u m an  
S e r v ic e s , loca l p o lic e  and O IG . T w e lv e  ad d ition a l arrests w e r e  m a d e  w ith o u t O IG  assista n ce .

T he m ajority o f  the arrested  su b jec ts  w ere  w a n ted  for n o n -v io le n t  cr im es , su ch  as fe lo n y  th eft, bad  c h e c k s ,  
burglary and c r im e s  a g a in st property. T hree su b jects  w ere  arrested  on  w arrants fo r  assau lt, o n e  w ith  a 
d ea d ly  w eap on . S p e c if ic  in fo n n a tio n  co n cern in g  so m e  o f  the arrests are id e n tif ie d  b elow :

•  A  subject w a s  arrested  and fou n d  to h a v e  three S o c ia l S e c u r ity  cards in  an oth er in d iv id u a l's  n am e.
H e a lso  had  a birth c e r tif ica te  in that sub ject's nam e w ith  tw o  passp ort p h o to s  c f  h im se lf . T h is  
in form ation  w a s  sen t to  the S o c ia l S ecu r ity  A d m in istra tio n , O ff ic e  o f  In sp ecto r  G en era l, O ff ic e  o f  
In v estig a tio n s.

• A n  in d iv id u a l w a s  arrested  and fou n d  to  be in p o sse s s io n  o f  b lack  tar h ero in .

• U p on  req u est, an in d iv id u a l present during the arrest o f  a T A N F  rec ip ien t p roduced  id e n tif ic a tio n . A  
ch eck  o f  la w  en fo r c e m en t record s sh o w e d  lhat the in d iv id u a l w a s  cu rren tly  w an ted  in L o u is ia n a  for  
fa ilure to p ay  court ordered  ch ild  support. H e w a s su b se q u e n tly  a tte s ted  on  that charge.

B e c a u se  o f  the s u c c e s s  o f  th is  e ffo r t, w e  are c o n s id e r in g  rep lica tin g  th is type o f  jo in t  in itia tiv e  in the 
future.

M ODERNIZING D EPA R TM EN T INFRASTRUCTURE

T h e Secretary  o f  the D ep a rtm en t o f  H ealth  and H um an S e r v ic e s  has n am ed  reform in g  the m a n a g em en t o f  
the D epartm ent's o p era tio n s  as o n e  o f  h is top priorities. S p e c if ic  p riorities in c lu d e  im p rov in g  the  
m an agem en t o f  H C F A  and m a k in g  appropriate in v estm en ts  in D ep artm en t m an a g em en t and infrastructure.

Im prove  the M a n a g e m e n t o f  th e  H ea lth  Care F in a n c in g  A d m in is tr a tio n : . T h e  d em an d s on H C F A  h ave  
grow n d ram atica lly  in  the last few  years. O n the o n e  hand, the a g e n c y  n eed s a d eq u ate  resou rces to  
su c c e s s fu lly  a d m in is te w h e -M e d w a r e , M ed ica id ,-an d  S tate C h ild ren 's H ealth  Insurance program s; on  the  
other hand, it m ust b e r e c o g n iz e d  that p atien ts, p rov id ers and S ta tes  h ave le g it im a te  co m p la in ts  about the  
sco p e  and c o m p le x ity  o f  the reg u la tio n s and p ap erw ork  that g o v ern  th ese  program s. T h e D ep artm en t has
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therefore begu n  a th orough  ex a m in a tio n  o f  H C F A 's m is s io n s , its c o m p e tin g  d em a n d s , and  its resou rces.

In ve s t in  D ep a rtm en t M a n a g e m e n t a n d  In fra s tru c tu re :  T h e  S ecretary  has n o te d  that o n e  o f  the m ajor  
c h a lle n g e s  in a large, d ecen tra lized  D epartm ent su ch  as H H S  is  f in d in g  w a y s to  b rin g  to g e th er  d iv erse  
a c tiv it ie s  and to d e v e lo p  co o rd in a ted  sy stem s for m a n a g in g  its program s.

In the area o f  fin an cia l m a n a g em en t, the Secretary  has p ro p o sed  an a d d ition a l S 5 0  m illio n  in v e stm e n t in a 
u n ified  fin an cia l a cco u n tin g  sy stem . T h e  O IG  h as fou n d  m ajor p ro b lem s w ith  th e  D ep artm en t's  current 
sy ste m  structure, w h ich  in v o lv e s  separate acco u n tin g  sy s te m s  op erated  b y  m u lt ip le  a g e n c ie s . D ep a rtm en t  
plans to  rep lace  th ese  antiquated  sy stem s w ith  o n e  or tw o  u n ified  fin a n cia l m a n a g em en t sy s te m s  sh o u ld  
h elp  to  in crease  stan d ard iza tion , red u ce secu rity  r isk s, and a llo w  H H S  to p ro d u ce  t im e ly  and reliab le  
fin an cia l in form ation  n eed ed  for m an agem en t d e c is io n -m a k in g , and  p ro v id e  a c c o u n ta b ility  to  the extern a l 

cu sto m ers.

In the in form ation  te c h n o lo g y  arena, the Secretary  has p ro p o sed  $ 3 0  m illio n  to  im p r o v e  in form ation  
te c h n o lo g y  sy stem s through  in v estm en ts  in the In form ation  T e c h n o lo g y , S e c u r ity  and  In n o v a tio n  F und. A s  
se e n  in m y  e x a m p le s  today, th ese  sy stem s are h ig h ly  an tiq u ated , in c o m p a tib le , a n d  v u ln era b le  to  
ex p lo ita tio n . T h e  S ecreta ry  has p ro p o sed  that fu n d s w o u ld  b e  u sed  to  im p le m e n t an E nterprise  
Infrastructure M a n a g em en t approach  across the D ep artm en t that w o u ld  m in im iz e  v u ln e r a b ilit ie s  w h ile  
m a x im iz in g  c o s t  sa v in g s  and the ab ility  to share in form ation .

W e  fu lly  support th ese  p ro p o sa ls  and co n tin u e  to p ro m o te  a d eq u ate  dep artm en ta l re so u rces  to  en su re  
e ff ic ie n t  and e f fe c t iv e  c la im s  p ro cess in g , p o lic y  d e v e lo p m e n t and reg u la tio n , and  q u a lity  a ssu ra n ce . W e  
rem ain co n cern ed  that the cu rren tly  inadequate internal co n tro ls  le a v e  tne M e d ic a r e  program  v u ln era b le  to  
p otentia l lo ss  o f  fu n d s, m issta ted  fin an cia l sta tem en ts, d isc lo su r e  o f  s e n s it iv e  in fo rm a tio n , and d isru p tio n  
o f  critica l c la im  p ro cess in g . Further, o u t-o f-d a ’e  and o v e r ly  c o m p le x  co m p u ter  s y s te m s  are n o t a d eq u a te ly  
p reven tin g  inappropriate program  p aym en ts.

O ver the past 5  years, the T ru stees  have ex ten d ed  their e s tim a te  o f  the fin a n c ia l l i f e  o f  the T ru st F und  b y  
3 0  years, from  1 9 9 9  until 2 0 2 9 . T h e  exp an d ed  s o lv e n c y  p ro jectio n  p ro v id es a w in d o w  o f  o p p o rtu n ity  to  

d e v e lo p  a departm ental te c h n o lo g y  infrastructure for the 2 1 st cen tu ry . O v er  t im e , su ch  an in v e stm e n t w il l  
lead  to further sa v in g s  — b y  red u cin g  paym ent errors o f  all ty p es and b y  m a k in g  program  o p era tio n s m ore  
e ffic ie n t.

T h is  c o n c lu d e s  m v  testim on y . I w o u ld  be h ap p y  to  a n sw er  any q u e stio n s .
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In 2 0 0 1  and 2 0 0 2 , C M S  form ally  so lic ite d  sta te  d irectors to  p a rtic ip a te  in  the M e d ic a id  
p aym en t a ccu ra cy  m ea su rem en t (P A M ) d em o n stra tio n  project. E ig h t sta tes  p a rtic ip a ted  in  
the 2001  P A M  p ro ject, and 15 sta tes are p artic ip a tin g  in the p ro jec t th at b eg a n  in 2 0 0 2 .  
P articip atin g  sta tes  rece i 'ed reim b u rsem en t for 100%  o f  the total P A M  P roject c o s ts  in  the  
first year , and 100%  in th e  seco n d  year for th o se  s ta te s  w h o  p ilo te d  the C M S  P A M  M o d e l. 
A la sk a ’s D M A  did not ap p ly  for grants in eith er year.

In our v ie w , the m ea su rem en t o f  im proper p a y m en ts  sh o u ld  b e an in tegra l part o f  program  
in tegrity , d irec tin g  m a n a g em en t to areas lhat m o st n eed  a tten tio n  and g u id in g  co rrectiv e  
action . M a n a g em en t ca n  target h igh -r isk  areas and fo c u s  lim ited  r e so u r c e s  w h ere  the grea test  
im p act can  b e m a d e . A n  o n g o in g  p er io d ic  m ea su rem en t o f  p a y m e n t a ccu ra cy  c a n  be a 
va lu a b le  to o l in ev a lu a tin g  the e f fe c t iv e n e s s  c f  in tern a l con tro ls.

D M A  sh o u ld  se e k  P A M  fu n d in g , or fa ilin g  that, c o n s id e r  c o n d u c tin g  th e  stu d y  u s in g  the  
P A M  m e th o d o lo g y . T h e  fin d in gs from  su ch  an effort co u ld  se r v e  a s  a b a se lin e  for  
e sta b lish in g  b en ch m ark s for a s s e s s in g  current perform an ce and for se ttin g  future  
p erform an ce g o a ls , thus in creasin g  a g e n c y  a cco u n ta b ility . U n d ersta n d in g  th e  ex ten t o f  
Im proper M ed ica id  p a y m en ts  w o u ld  fa c ilita te  d iv is io n  p o lic y m a k e r s ’ a b ility  to ev a lu a te  the 
e f fe c t iv e n e s s  and e f f ic ie n c y  o f  program  in tegrity  e ffo r ts . A s  su ch , th e  L eg is la tu re  and D M A  
sh o u ld  c o n s id e r  the d e crea se  in su b m iss io n  o f  in a d eq u a te ly  d o c u m e n te d  c la im s as a m iss io n  
and m ea su re  for the a g e n c y  (S e e  R eco m m en d a tio n  N o . 13).

R ecom m en d ation  N o . 7

D M A ’s  d irector sh ou ld  provide for a fu ll-tim e, on u oiim  serv ice  provider audit fu n ction .

A s  d iscu ssed  and referred to in various parts o f  the co n c lu s io n s  sec tio n  o f  this report, D M A  
funded a contract for provider audits in the a g e n c y ’s FY  98 , F Y  9 9 , and F Y  0 0  operating  
budgets. T h e se  au d its w ere  con d u cted  b y  the D e lo itte  and T o u ch e  C o n su lt in g  G roup (D & T )  
for a total c o s t  o f  a b o u t $ 1 .5  m illio n . D & T  id en tified  o v er  $ 8  m illio n  in  q u estio n ed  c o s ts  in 
173 con tract aud its. A s  o f  2 0 0 2 , the au d its  had con trib u ted  to the r e c o v e ry  o f  $ 2 .2  m illio n  in 
im proper c la im  p a y m en ts .

In a d d itio n  to the reco v ery  m ade o f  im proper M ed ica id  p aym en ts, an  aud it p resen ce  p ro v id es  
an im portant p o stp a y m en t control fu n ctio n . A n  audit fu n ction  p ro m o tes  a w a ren ess  on  the part 
o f  p ro v id ers to th e  im portance o f  su b m ittin g  b ill in g s  in a cco rd a n ce  w ith  esta b lish ed  
reg u la tio n s and  p rov id er  m anual g u id a n ce . T h e  $ 1 .5  m illio n  ap p rop ria tion  rep resen ted  ju st  
o v er  o n e-ten th  o f  o n e  p ercen t o f  the M ed ica id  p ro g ra m ’s ex p en d itu res  d u rin g  the sa m e tim e

Some experts suggest that a statistically valid estmiatc o f  fraud might not be possible at all, given the covert nature 
and level o f  evidence necessary to meet the legal definition o f  fraud. In addition, methods to establish fraud might 
be considerably different than those used to detect other payment errors. Any estim ates o f  the rate o f  loss due to 
fraud would be in addition to the above estimates o f  erroneous payments.
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period . S u ch  a co m p a r iso n , in ou r  v ie w , m ak es all the p o s s ib le  a d v a n ta g es o f  an au d it  
fu n ctio n  a c o s t -e f fe c t iv e , program  in tegrity  tool.

B e s id e s  actin g  a s  a  s tra teg ic  w a y  to m on itor p ro b lem  p rov id ers and a ctin g  as a deterren t to  
p o ss ib le  b illin g  a b u se s , an o n g o in g  audit p resen ce  can  a lso  a c t as an  e f fe c t iv e  ch a n n el o f  
co m m u n ica tio n  b e tw e e n  D M A  m an agers, M F C U , and  the p ro v id er  co m m u n ity  a b o u t w h at  
p ractices and co n tro ls  are e f fe c t iv e  and w h ich  o n e s  are u n w o rk a b le  on a d a y -to -d a y  b asis . 
T h e audit fu n ction  ca n  a lso  se r v e  as an  internal q u a lity  a ssu ran ce  checK  to co n firm  that D M A  
and F H S C  p erso n n el are u tiliz in g  v a r io u s M M IS ed its  ap p rop riately  and carry in g  o u t m anual 
r e v ie w s  in  an e f fe c t iv e  m anner. W e  w ou ld  en co u ra g e  the a g e n c y  to rea llo ca te  fu n d in g  to 
p ro v id e  either an  in -h o u se  au d it fu n c tio n  through the d e v e lo p m e n t o f  auditor p o s it io n s  or, as 
b efo re , p rov id e  fu n d in g  for co n tra ctin g  out the fu n ction .

R ecom m endation  N o . 8

D M A ’s d irector sh o u ld  im p lem en t m ore a g g r e ss iv e  m o n ito r in g  o f  p rob lem  p rov id ers, 
particu larly  p rep aym en t r e v ie w  o f  c la im s, and u tiliz e  a d m in istra tiv e  rem ed ie s  to  p reven t  
a b u siv e  and u n su p p orted  b illin g  p ra c tice s .

In the c o n c lu s io n s  s e c t io n  w e  d isc u ss  D M A ’s lack  o f  e f fe c t iv e n e s s  in m o n ito r in g  k n o w n  
p rob lem  p rov id ers. In  particu lar, w e  en cou rage  D M A  to m ore o ften  u se  m anual p rep a y m en t  

r e v ie w  o f  c la im s to m o n ito r  the b illin g  p ractices o f  not o n ly  p ro b lem  p ro v id ers, but as a 
qu ality  con tro l p ro ced u re  to ev a lu a te  certa in  typ es o f  c la im s  or certa in  ty p es o f  p ro v id ers on  
rotating or random  b a sis .

P rep aym en t R e v ie w

In th e  Fall o f  2 0 0 2 , D M A  w a s  n ot d o in g  p repaym ent r e v ie w  o f  an y  provider. D M A  o ff ic ia ls  
to ld  us that p rep aym en t r e v ie w  w a s  con sid ered  a “sa n c tio n ” and a c co rd in g ly , u n d er state  
reg u la tio n s ,36 the d iv is io n  w a s required  to p rov id e  th e  provider d u e n o tice  and  p erm it them  
3 0  d a y s  to appeal.

S ta te  regu la tion s list p rep a y m en t r e v ie w  as on e  o f  a num ber o f  sa n c tio n s  that D M A  cou ld  
im p o se , e ith er sep a ra te ly  or in co m b in a tio n , on a g iv e n  provider. T h is  d o e s  n o t lim it  D M A ’s 
authority  in co n d u ctin g  p rep a y m en t r e v ie w  on ly  as part o f  a form al sa n ctio n  a c tio n . P rovider  
p o lic y  sta tem en ts37 and sta te  re g u la tio n s38 a llo w  a ll c la im s  to be su b jec t to “c a se  r e v ie w ” and  
the d iv is io n  m ay req u est p rov id er  record s that relate to  the p ro v is io n  o f  g o o d s  or s e r v ic e s  on  
b e h a lf  o f  rec ip ien ts.

36 State regulations at 7 AAC 43.955(8) listr "100 percent review o f  provider claim s before paym en t;"  as n
sanction that "limy be invoked  [emphasis added]’’ against providers.
37

The state provider manual states that “ Alaska providers should he aware that all claim s submitted to [DMA) will
be subject to computerized analysis and case review.”
38 . . .

Stale regulations at 7 AAC 43.032 states that "at the request o f  division representative... n provider shall provide
records... that relate to the provision o f  goods or services on behalf o f  a recipient. . ..
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our r e v ie w  o f  four p rov id ers in A n ch o ra g e  and Juneau ,48 w e  n oted  that su b sta n tia lly  a ll o f  the  
se r v ic e s  p rescrib ed  in  the p lan  o f  care w ere  rendered  b y  the care c o o r d in a to r s  e m p lo y er . S e e  

E x h ib it 7  at right.

O f  the fou r h o m e and co m m u n ity -b a sed  p rov id ers, w e  
n oted  that for o n e  p rov id er , a ll the rec ip ien ts  rev iew ed , 
u tiliz ed  an in d ep en d en t care coord in ator .

T he in d ep en d en t care coo rd in a to r  d e v e lo p e d  the 
rec ip ien t’s p lan  o f  care u s in g  sev era l H C  p rov id ers for  
serv ice s . T h is  w a s  ev id e n t in  36%  o f  the rec ip ien ts  
rev iew ed .

A lth o u g h  care co o rd in a to rs, w o rk in g  in their re sp ec tiv e  
P N P s, k n o w  the se r v ic e s  th e ir  a g e n c y  can  o ffe r  the  
w a iv e r  rec ip ien t, th is  m a y  a lso  lead  to o v er-p rescrib in g  
care or s e r v ic e s  and  d irec tin g  se r v ic e s  to th eir  o w n  
em p lo y er . T h is  is  a p oten tia l c o n f lic t  o f  in terest u sin g  
g o v ern m en t funds.

W e reco m m en d  D M A  and D M H D D  ad op t reg u la tio n s requ iring the b u s in e s s  re la tion sh ip  
b etw een  the care co o rd in a to rs and h o m e  care co m m u n ity  se r v ic e  a g e n c y  p rov id ers b e  
m ainta ined  at arm ’s len gth .

R ecom m en d ation  N o . 12

T he lea islature sh ou ld  con sid er  adopting  sp ec ific  crim inal statutes related to  M ed ica id  fm .id  to  
enhance the M ed ica id  Fraud C ontrol U n it’s  e ffe c t iv e n e ss .

T h e  lack  o f  e ith er  cr im in a l or c iv il  fraud sta tu tes, related  sp e c if ic a lly  to  M e d ic a id , h as b een  
raised  as a co n cern  in  M C F U ’s  past three A n n u al R eports to  the F ederal H H S  O ff ic e  o f  
In sp ector  G en eral. C om p ared  to  other sta tes , A la sk a  is in the m in ority  b y  w h a t th e  S tate d o e s  
not p ro v id e  for sep arate  and d istin c t p en a ltie s  for in d iv id u a ls  en g a g e d  in  d efra u d in g  the  
M ed ica id  sy stem . C urrently  4 6  o th er  sta tes/ju r isd ic tio n s have s o m e  form  o f  crim inal 
M ed ica id  fraud sta tu tes, 4 5  h a v e  so m e  form  o f  c iv il  M ed' :d fraud sta tu tes , a n d  3 6  h a v e  a 
c iv il F a lse  C la im s acts.

M any sta tes h ave taken  a m ore a g g r e ss iv e  sta n ce  on  M ed ica id  fraud in recen t y ea rs . S evera l 
s la te s  h a v e  im p lem en ted  c iv il  fa lse  c la im s  sta tu tes, co m p reh en siv e  program  in tegr ity  la w s,

E x h ib it  7

D is tr ib u tio n  S am p le  of 
S erv ices p ro v id e d  by  

E m p lo y e rs  o f C a re  C o o rd in a to rs  
In v o lv ed  in  P la n  o f C a re

(measured by dollars) i

P ercen t
1 0 0 %

R e cip ien ts  i 
49

80 -  99% 1 0

6 0 - 7 9 % 2

4 0 - 5 9 % 0

2 0 - 3 9 % 2

0 - 1 9 % ^ I1

48 Providers were sclcclcd for evaluation front a ranking o f  providers by the am ount o f  M edicaid waiver 
reimbursements. Four o f  the higher-reimbursed providers w ert selected for review.
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and tou gh er sa n c tio n s .49 In June 2 0 0 1 , the U .S . G eneral A c c o u n tin g  O ff ic e  issu ed  a report 
w h ich  d isc u sse d  le g is la t iv e  ch a n g es  in  se lec ted  sta tes. T h is  report n o ted  that an in crea sin g  
num ber o f  sta tes are en a c tin g  h ea lth ca re -sp ec ific  cr im in al and c iv il  le g is la t io n  to en h a n ce  the  
p ro g ia m  in tegrity  o f  M e d ic a id .50

W ith ou t s p e c if ic  M ed ica id  fraud sta tu tes, M F C U  m u st u tilize  g en er ic  cr im in a l la w s  to  
p rosecu te  p rov id ers w h o  su b m it unsupp orted  or fa lse  b illin g s  fo r  re im b u rsem en t. S u ch  
statutes w ere  d es ig n ed  for su ch  cr im in a l acts as th eft, forgery , s c h e m e  to  d efrau d , or 
fa ls ify in g  b u sin ess  records.

T h ese  la w s all require M F C U  to p rove the provider had the m ental e lem en t o f  intent. W e  w ere  
told by both the m ost recent form er, and the current, M F C U  director that such  a requirem ent 
m akes it d ifficu lt to p rosecu te  an in d iv idual for fraud in v o lv in g  M ed ica id  funds. M o st states 
w ith  sp e c if ic  M ed ica id  fraud statutes require on ly  p r o o f  o f  w h at is term ed a  k n o w in g  m ental 
elem en t -  a le ss  stringent prosecutorial burden than intent. T liis  e lim in ates the affirm ative  
d efen se on  the part o f  the accu sed  that th ey  w ere “w illfu lly  ignorant” o f  program  requirem ents. 
A doption  o f  M ed ica id  fraud statutes w ill im prove M F C U ’s e ffec tiv en ess , w h ich  w ill en h an ce  
the overall integrity o f  the M ed ica id  program .

R ecom m en d ation  N o . 13

T he leg islature should  in clu d e program  integrity “m issio n  and m easu res” statem ents and  
perform ance ob jectiv es  for D M A ,

A  major em p h asis  o f  D M A  is to m aintain  a good  w ork in g  relationship  w ith  serv ice  providers  
participating in the M ed ica id  program . B y  do in g  so , D M A  k eep s providers w illin g  lo  participate  
in the program . A  m ajor w a y  D M A  strives to m aintain  th is relationship is  by exp ed itin g  
paym ents to se n d e e  providers. B y  d o in g  so , D M A  prom otes accessib ility  to the covered  serv ices  
for in d iv id u als e lig ib le  for various typ es o f  M ed icaid  assistance.

From the p ersp ective o f  D M A  m anagers, such  an em p h asis  is v e ty  m uch con sisten t w ith  the 
d iv is io n ’s stated m issio n  "to m ain ta in  access to quality healthcare fo r  all Alaskans and lo 
provide health coverage fo r  Alaskans in need [emphasis added], " T h is m ission  statem ent has 
been  incorporated into each  o f  the last three annual budget appropriation acts m ade by 
legislature.

W e su g g est the term “a c c e ss” has a broader, m ore balanced, m eaning. T o  m aintain support for 
the program , it is im portant M ed ica id  is adm inistered in a m anner con sisten t w ith good  financial 
practices. In order to m aintain a ccess  to healthcare, il  is  im portant the program  be accountab le. In 
this con text, “a ccess” w ill be threatened by im proper, uncontrolled , or in flated  m edical 
expenditures. Fii m cial w a ste  and abuse, that grow  out o f  a w eak  control environm ent resulting

49 Legislative issues and developments were discussed in Controlling Fraud and  Abuse in Medicaid: Innovations 
and Obstacles by Malcolm K, Sparrow Professor o f  Practice at the John F. Kennedy School o f  Government, 
Harvard University.
50 The GAG report was entitled MEDICAID: Stale Efforts to Control Improper Payments Vary.
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SB 41 MEDICAID COSTS AND CRIMES

"An Act relating to medical care and crimes relating to medical care, including medical care and crimes 
relating to the medical assistance program."

and recommends:

</] be replaced with 

j adopt previous _

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to _______

NEW FISCAL NOTE(S):

CS

cs

1

Senate Bill:
same title 

( J o  O ) [ ] new title

(:

House Bill:
.) [ ] same title 

[ ] technical title 
[ ] new: SCR # _

Committee

Committee 

PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#

WE 5 ®/n i / 1

[ ] APPROPRIATION - no  fiscal no te

e lite

ficn c fa -

'flurrlaulf-

S e t/ tin s

SIGNATURES AND RECOMMENDATIONS: Do
P a s s

Do Not 
P a s s

No Rec A mend

X

X

X

r \

C h a i r :  f a  ^  \ { j L £




