
 
     

      
    

 
 

 
 

 
 
  

  
 

   
 

  
 

  
    

   
  

 
   

   
   

 
 

  
  

 
 

    
    

    
 

         
 

 
 
 

 
  

    
 

OFFICE OF AUDIT SERVICES, REGION VII 
601 EAST 12TH STREET, ROOM 0429 

KANSAS CITY, MO 64106 
April 23, 2012 

Report Number:  A-07-11-04180 

Ian McCaslin, M.D., M.P.H. 
Director 
Missouri HealthNet Division 
Missouri Department of Social Services 
P.O. Box 6500 
Jefferson City, MO 65102 

Dear Dr. McCaslin: 

Enclosed is the U.S. Department of Health and Human Services, Office of Inspector General 
(OIG), final report entitled Missouri Did Not Always Correctly Claim Medicaid Costs for 
Selected High-Dollar Outpatient Claims. We will forward a copy of this report to the HHS 
action official noted on the following page for review and any action deemed necessary. 

The HHS action official will make final determination as to actions taken on all matters reported. 
We request that you respond to this official within 30 days from the date of this letter.  Your 
response should present any comments or additional information that you believe may have a 
bearing on the final determination. 

Section 8L of the Inspector General Act, 5 U.S.C. App., requires that OIG post its publicly 
available reports on the OIG Web site.  Accordingly, this report will be posted at 
http://oig.hhs.gov. 

If you have any questions or comments about this report, please do not hesitate to call me at 
(816) 426-3591, or contact Debra Keasling, Audit Manager, at (816) 426-3213 or through email 
at Debra.Keasling@oig.hhs.gov. Please refer to report number A-07-11-04180 in all 
correspondence. 

Sincerely, 

/Patrick J. Cogley/ 
Regional Inspector General 

for Audit Services 
Enclosure 

http://oig.hhs.gov/
mailto:Debra.Keasling@oig.hhs.gov


    

  
 

   
  

  
   

 
     

 

Page 2 – Ian McCaslin, M.D., M.P.H. 

Direct Reply to HHS Action Official: 

Ms. Jackie Garner 
Consortium Administrator 
Consortium for Medicaid and Children’s Health Operations 
Centers for Medicare & Medicaid Services 
233 North Michigan Avenue, Suite 600 
Chicago, IL 60601 
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Office of Inspector General 
http://oig.hhs.gov 

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as amended, is 
to protect the integrity of the Department of Health and Human Services (HHS) programs, as well as the 
health and welfare of beneficiaries served by those programs.  This statutory mission is carried out 
through a nationwide network of audits, investigations, and inspections conducted by the following 
operating components: 

Office of Audit Services 

The Office of Audit Services (OAS) provides auditing services for HHS, either by conducting audits with 
its own audit resources or by overseeing audit work done by others.  Audits examine the performance of 
HHS programs and/or its grantees and contractors in carrying out their respective responsibilities and are 
intended to provide independent assessments of HHS programs and operations. These assessments help 
reduce waste, abuse, and mismanagement and promote economy and efficiency throughout HHS. 

Office of Evaluation and Inspections 

The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, Congress, 
and the public with timely, useful, and reliable information on significant issues. These evaluations focus 
on preventing fraud, waste, or abuse and promoting economy, efficiency, and effectiveness of 
departmental programs.  To promote impact, OEI reports also present practical recommendations for 
improving program operations. 

Office of Investigations 

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of fraud and 
misconduct related to HHS programs, operations, and beneficiaries.  With investigators working in all 50 
States and the District of Columbia, OI utilizes its resources by actively coordinating with the Department 
of Justice and other Federal, State, and local law enforcement authorities. The investigative efforts of OI 
often lead to criminal convictions, administrative sanctions, and/or civil monetary penalties. 

Office of Counsel to the Inspector General 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, rendering 
advice and opinions on HHS programs and operations and providing all legal support for OIG’s internal 
operations.  OCIG represents OIG in all civil and administrative fraud and abuse cases involving HHS 
programs, including False Claims Act, program exclusion, and civil monetary penalty cases.  In 
connection with these cases, OCIG also negotiates and monitors corporate integrity agreements.  OCIG 
renders advisory opinions, issues compliance program guidance, publishes fraud alerts, and provides 
other guidance to the health care industry concerning the anti-kickback statute and other OIG enforcement 
authorities. 

http:http://oig.hhs.gov


 
 

 
 

 
 

  
  

 
  

      
 

  
 

    
  

 

   
  

 

Notices
 

THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

Section 8L of the Inspector General Act, 5 U.S.C. App., requires 
that OIG post its publicly available reports on the OIG Web site. 

OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

The designation of financial or management practices as
 
questionable, a recommendation for the disallowance of costs
 
incurred or claimed, and any other conclusions and
 
recommendations in this report represent the findings and 

opinions of OAS.  Authorized officials of the HHS operating
 
divisions will make final determination on these matters.
 

http://oig.hhs.gov/


 
 

 
 

 
 

   
    

  
 

 
 

  
    

 
 
 

       
   

 
  

  
 

  
  

 
       

       
   

   
 

  
 

 
 

   
     

 
 

  
 

  
    
      

    
      

EXECUTIVE SUMMARY
 

BACKGROUND 

Pursuant to Title XIX of the Social Security Act (the Act), the Medicaid program provides 
medical assistance to low-income individuals and individuals with disabilities. The Federal and 
State Governments jointly fund and administer the Medicaid program. At the Federal level, the 
Centers for Medicare & Medicaid Services (CMS) administers the program.  Each State 
administers its Medicaid program in accordance with a CMS-approved State plan.  Although the 
State has considerable flexibility in designing and operating its Medicaid program, it must 
comply with Federal requirements.  In Missouri, the Department of Social Services, Missouri 
HealthNet Division (the State agency) is responsible for administering the Medicaid program. 

The amount that the Federal Government reimburses to State Medicaid agencies, known as 
Federal financial participation (FFP) or Federal share, is determined by the Federal medical 
assistance percentage (FMAP), which varies based on a State’s relative per capita income.  The 
State agency’s FMAP rates ranged from 62.42 percent to 74.43 percent for claims paid during 
calendar years (CY) 2008 through 2010 (January 1, 2008, through December 31, 2010). 

Improper payments to providers are not allowable for Federal reimbursement under the State 
plan within the meaning of sections 1903(a)(1) and 1905(a) of the Act.  Therefore, FFP in such 
payments constitutes an overpayment which must be adjusted under section 1903(d)(2)(A) of the 
Act.  Pursuant to 42 CFR § 433.312(a)(2), a State must refund the Federal share of unallowable 
overpayments made to Medicaid providers. 

During CYs 2008 through 2010, the State agency processed and paid approximately 6.1 million 
outpatient service claims. We selected and reviewed 411 claims totaling $14,481,171 
($10,445,002 Federal share) for outpatient services with line item paid amounts greater than 
$10,000 that the State agency processed and paid during this time period. We will refer to 
outpatient services whose claims included at least one line item paid amount greater than 
$10,000 as “high-dollar outpatient service claims.” 

OBJECTIVE 

Our objective was to determine whether the State agency claimed costs for selected high-dollar 
outpatient service claims during CYs 2008 through 2010 pursuant to Federal and State 
requirements. 

SUMMARY OF FINDINGS 

During CYs 2008 through 2010, the State agency did not always claim costs for selected high-
dollar outpatient service claims pursuant to Federal and State requirements.  Of the 411 high-
dollar outpatient service claims totaling $10,445,002 (Federal share) that the State agency 
claimed for payments it made to providers during this period, 211 were allowable.  For the 
remaining 200 high-dollar outpatient service claims, providers reported incorrect charges and 
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could not provide documentation to support that some of the outpatient services were provided.  
This resulted in overpayments totaling $321,292 ($226,158 Federal share).  

Providers attributed the claim errors involving incorrect charges primarily to unit quantity errors 
and other billing errors. Although the State agency had procedures in place to detect incorrect 
charges for Medicaid high-dollar outpatient services, these procedures did not always prevent 
claim errors. 

RECOMMENDATIONS 

We recommend that the State agency: 

•	 refund $226,158 to the Federal Government and 

•	 use the results of this audit in its ongoing provider education activities related to incorrect 
charges and proper documentation. 

STATE AGENCY COMMENTS 

In written comments on our draft report, the State agency agreed with our recommendations and 
described corrective actions that it had taken or planned to take. 

The State agency’s comments appear in their entirety as the Appendix. 
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INTRODUCTION
 

BACKGROUND 

Medicaid Program 

Pursuant to Title XIX of the Social Security Act (the Act), the Medicaid program provides 
medical assistance to low-income individuals and individuals with disabilities.  The Federal and 
State Governments jointly fund and administer the Medicaid program. At the Federal level, the 
Centers for Medicare & Medicaid Services (CMS) administers the program.  Each State 
administers its Medicaid program in accordance with a CMS-approved State plan.  Although the 
State has considerable flexibility in designing and operating its Medicaid program, it must 
comply with applicable Federal requirements. 

Pursuant to section 1903(a)(1) of the Act, Federal reimbursement is available only for 
expenditures that constitute payment for part or all of the cost of services furnished as medical 
assistance under the State plan.  Pursuant to 42 CFR § 433.312(a)(2), the State must refund the 
Federal share of unallowable overpayments made to Medicaid providers. 

Missouri Medicaid Program 

In Missouri, the Department of Social Services, Missouri HealthNet Division (the State agency) 
is responsible for administering the Medicaid program.  The amount that the Federal 
Government reimburses to State Medicaid agencies, known as Federal financial participation 
(FFP) or Federal share, is determined by the Federal medical assistance percentage (FMAP), 
which varies based on a State’s relative per capita income.  The State agency’s FMAP rates 
ranged from 62.42 percent to 74.43 percent for claims paid during calendar years (CY) 2008 
through 2010 (January 1, 2008, through December 31, 2010). 

Missouri Medical Assistance for Outpatient Services 

The State agency’s Medicaid program provides certain medical services, including outpatient 
services. The State agency uses its Medicaid Management Information System (MMIS) to 
process outpatient hospital claims.1 During CYs 2008 through 2010, the State agency processed 
and paid approximately 6.1 million outpatient service claims. We selected and reviewed 411 
claims for outpatient services with line item paid amounts greater than $10,000 that the State 
agency processed and paid during this time period.  We will refer to outpatient services whose 
claims included at least one line item paid amount greater than $10,000 as “high-dollar 
outpatient service claims.” 

1 An MMIS is a mechanized claims processing and information retrieval system that States are required to use to 
record Title XIX program and administrative costs, report services to recipients, and report selected data to CMS. 
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OBJECTIVE, SCOPE, AND METHODOLOGY 

Objective 

Our objective was to determine whether the State agency claimed costs for selected high-dollar 
outpatient service claims during CYs 2008 through 2010 pursuant to Federal and State 
requirements. 

Scope 

We reviewed 411 claims for high-dollar outpatient services totaling $14,481,171 ($10,445,002 
Federal share) that the State agency claimed for Federal reimbursement during CYs 2008 
through 2010. 

We did not review the State agency’s overall internal control structure because our objective did 
not require us to do so. Rather, we reviewed only the internal controls that pertained directly to 
our objective.  Achieving our objective did not require us to reconcile the MMIS outpatient paid 
claims data provided by the State agency to the costs it reported to CMS or perform a medical 
necessity review of the selected services or claims. 

We performed fieldwork at the State agency in Jefferson City, Missouri, and at selected provider 
locations, in June and August 2011. 

Methodology 

To accomplish our objective, we did the following: 

•	 We reviewed applicable Federal and State laws, regulations, and guidance, as well as the 
CMS-approved State plan. 

•	 We interviewed State agency officials to gain an understanding of how the State agency 
processed and adjusted claims for outpatient services. 

•	 We used the State agency’s MMIS outpatient paid claims data to identify 1,970 high-
dollar outpatient claims totaling $36,249,442 (Federal share) that had been paid to 80 
providers.  We then selected and reviewed 411 of these high-dollar outpatient claims 
totaling $10,445,002 (Federal share) that had been paid to 20 providers. (We considered 
an outpatient service claim containing at least one line item paid amount greater than 
$10,000 as a high-dollar outpatient claim.) 

•	 We contacted the State agency to determine whether the 411 high-dollar outpatient 
service claims had been reviewed by the Missouri Medicaid Audit and Compliance Unit.  

•	 We contacted officials from the 20 providers that received the 411 high-dollar payments 
and requested assessments as to whether the information originally reported on the claims 
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was correct, and if not, why the claims were incorrect. As part of this assessment, we 
requested corrected claim information if applicable. 

•	 We reviewed supporting documentation received from the providers to verify the 

providers’ assessments of the selected claims.
 

•	 We summarized and submitted to the State agency information regarding claim 

corrections, overpayments, and related correspondence that we received from the
 
providers.
 

•	 We provided the results of our review to State agency officials on February 1, 2012. 

We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives. We believe that the evidence obtained provides a reasonable basis 
for our findings and conclusions based on our audit objective. 

FINDINGS AND RECOMMENDATIONS 

During CYs 2008 through 2010, the State agency did not always claim costs for selected high-
dollar outpatient service claims pursuant to Federal and State requirements.  Of the 411 high-
dollar outpatient service claims totaling $10,445,002 (Federal share) that the State agency 
claimed for payments it made to providers during this period, 211 were allowable.  For the 
remaining 200 high-dollar outpatient service claims, providers reported incorrect charges and 
could not provide documentation to support that some of the outpatient services were provided.  
This resulted in overpayments totaling $321,292 ($226,158 Federal share). 

Providers attributed the claim errors involving incorrect charges primarily to unit quantity errors 
and other billing errors. Although the State agency had procedures in place to detect incorrect 
charges for Medicaid high-dollar outpatient services, these procedures did not always prevent 
claim errors. 

FEDERAL REQUIREMENTS 

Pursuant to sections 1903(a)(1) and 1905(a) of the Act, improper payments to providers are not 
allowable for Federal reimbursement under the State plan. Federal reimbursement is authorized 
to State Medicaid agencies for expenditures that constitute payment for part or all of the cost of 
services furnished as medical assistance under the State plan. Therefore, Federal funding in 
cases of improper payments constitutes overpayments which must be adjusted under section 
1903(d)(2)(A) of the Act. 

Pursuant to 42 CFR § 433.312(a)(2), a State must refund the Federal share of unallowable 
overpayments made to Medicaid providers. 
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In addition, section 1902(a)(27) of the Act requires that services claimed for Medicaid 
reimbursement be documented.   

STATE REQUIREMENTS 

Pursuant to 13 Code of State Regulations 70-3.030(3)(A)4, providers are required to maintain 
documentation to support claims for a minimum of 5 years. 

UNALLOWABLE HIGH-DOLLAR OUTPATIENT SERVICE CLAIMS 

Of the 411 high-dollar outpatient service claims totaling $10,445,002 (Federal share) that we 
reviewed, 200 contained errors resulting in overpayments.  Although the State agency had 
procedures in place to detect incorrect charges for Medicaid high-dollar outpatient services, these 
procedures did not always prevent claim errors. 

Based on the results of our review, we determined that the State agency received $226,158 in 
unallowable Federal reimbursement. 

Unit Quantity Errors 

Providers submitted 147 claims with unit quantity errors, resulting in overpayments totaling 
$159,575 ($114,654 Federal share). Unit quantity errors refer to instances in which a provider 
bills for an incorrect number of units for a particular service provided. For example, one 
provider incorrectly billed the State agency for an implant device. The provider billed for two 
devices although only one had actually been implanted. This unit error resulted in an 
overpayment of $33,472 ($23,845 Federal share). 

Other Billing Errors 

Providers submitted eight claims with other billing errors resulting in overpayments totaling 
$102,593 ($70,545 Federal share). For example, one provider incorrectly billed two inpatient 
service claims as outpatient service claims.  These two errors resulted in an overpayment of 
$73,584 ($49,650 Federal share). 

Unsupported Claims 

In addition, providers billed for 45 claims, each of which included some outpatient services for 
which the providers were unable to provide supporting documentation. The providers indicated 
that these errors resulted in overpayments that required claim adjustments. The overpayments 
totaled $59,124 ($40,959 Federal share). 

RECOMMENDATIONS 

We recommend that the State agency: 

• refund $226,158 to the Federal Government and 
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•	 use the results of this audit in its ongoing provider education activities related to incorrect 
charges and proper documentation. 

STATE AGENCY COMMENTS 

In written comments on our draft report, the State agency agreed with our recommendations and 
described corrective actions that it had taken or planned to take. 

The State agency’s comments appear in their entirety as the Appendix. 
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Dear Mr. Cogley: 

This Is In response to the Offlce of Inspector Gen s (OlG) draft n!portentltled "Missouri 
Did Not Always Correctly Claim Medicaid Costs forSe High-Dollar Outpatient Claims", 
Report Number A-07-11-04180~ The Department of Seivtces' (DSS) responses are below •. 
The OIG recommend~tlons are restated for eliSe ofr ce. 

Recommendation 1! OIG recommends that the State agency refund $226,158 to the 

Federal Government, 


Response: agrees with this rec:omme.ndation. The State has recovered the 
r appr ately half of the payments. For'the remaining over!) ts, the 
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adjust systematically. As the State recovers these payments from the provider; the appropr'late 
adjustments will be reported on the CMS64. 
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Please contact-Julie Creach of my staff at 57'3~751·fi!8985If you have further questions. 

Smcerely, . , . 
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tan Mctaslln, M.D., M.P.H. 
Director 
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James G. scott 

RELAY MISSOURI 


dbassett
Text Box

dbassett
Text Box

dbassett
Text Box

www.oss,Mo.oov

	EXECUTIVE SUMMARY
	TABLE OF CONTENTS
	INTRODUCTION
	FINDINGS AND RECOMMENDATIONS
	APPENDIX: STATE AGENCY COMMENTS



