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EXECUTIVE SUMMARY

PURPOSE

The purpose of this national inspection is to determine the dollar amount of Medicaid
credit balances that exist at Medicaid-participating nursing facilities, and the time used
by nursing facilities and State Medicaid agencies in reporting and adjusting credit
balances.

BACKGROUND

Whenever a Medicaid payment is made to a provider (e.g., nursing facility) in excess
of the amount of payment that is due, a credit balance is created. The nursing
facilities, as well as the State Medicaid agencies, have a responsibility to resolve these
credit balances.

In a previous OIG review of hospitals conducted in 1989, we found substantial
amounts of Medicaid credit balances in hospitals. The Medicaid credit balances in the
five sampled States projected to a total of $16 million ($8,970,198 federal share). The
review allowed the Health Care Financing Administration (HCFA) to pursue and
recover most of the overpayments. This earlier review suggested a potential also for
Medicaid credit balances in nursing facilities nationwide.

METHODOLOGY

We selected a random sample of 50 nursing facilities in two stages. In the first stage,
five States were sampled. Subsequently, 10 nursing facilities were sampled within each
State for an on-site examination of patient account records.

We requested the 50 nursing facilities to provide a listing of all credit balances as of
March 31, 1990. We determined the existence of an actual credit balance based upon
a review of the patient ledgers maintained at the facility. Our review determined the
amount of the credit balance, the date the nursing facility notified the State agency of
the existence of the credit balance, and the length of time it took the State agency to
adjust the amount of the credit balance.

FINDINGS

Projected Medicaid Credit Balances are Substantial We estimate nationwide that
overdue credit balances could be as much as $32 million ($18 million federal share) as
of March 31, 1990.

Credit Balances Are Not Reported Timely Ten million dollars in identified Medicaid
credit balances were not reported after 1 year had elapsed (as of March 31, 1990).



State Medicaid Agencies Are Not Adjusting Credit Balances Timely Fifty-six percent of
the Medicaid credit balances were not adjusted by the State Medicaid agencies within
60 days of notice by the nursing facilities.

RECOMMENDATIONS
The HCFA Should:
> Encourage State Medicaid Agencies to Take Action to Adjust Credit Balances;

> Require State Medicaid Agencies to Timely Process Adjustment of Credit
Balances;

> Work With State Medicaid Agencies to Increase the Awareness of Program
Providers to Timely Identify and Report Credit Balances; and

> Seek Legislation to Penalize Providers which Do Not Timely Report Credit
Balances.

AGENCY COMMENTS

The HCFA concurred with our recommendations to encourage State Medicaid
agencies to take action to adjust credit balances and to require State agencies to
process adjustments in a timely manner. The HCFA identified actions it is taking
towards these ends. The HCFA also agreed with our overall recommendation to work
with State Medicaid agencies to increase the awareness of program providers to

identify and report credit balances in a timely manner, and identified actions it is
taking to address this.

However, HCFA disagreed with our recommendation to penalize providers who do
not timely report credit balances because they deal primarily with States rather than
with individual providers. We have elected to retain this recommendation since we
believe that a penalty placed on program providers would be a potent incentive to
report credit balances, and there are ways HCFA can achieve this through the States.

Finally, the HCFA questioned the accuracy of our savings estimate. While we agree
that our estimate has a wide confidence interval, there is no doubt that the problem of
credit balances is serious and warrants enhanced action to collect them.
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