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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 OIG's Office of Audit Services (OAS) provides all 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 in order to reduce waste, abuse, and 
mismanagement and to promote economy and efficiency throughout the department. 

Office of Evaluation and Inspections 

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
program evaluations (called inspections) that focus on issues of concern to the department, the 
Congress, and the public. The findings and recommendations contained in the inspections 
reports generate rapid, accurate, and up-to-date information on the efficiency, vulnerability, 
and effectiveness of departmental programs. The OEI also oversees State Medicaid fraud 
control units, which investigate and prosecute fraud and patient abuse in the Medicaid 
program. 

Office of Investigations 

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative 
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and of 
unjust enrichment by providers. The investigative efforts of OI lead to criminal convictions, 
administrative sanctions, 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 in OIG's internal operations. The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
compliance program guidances, renders advisory opinions on OIG sanctions to the health 
care community, and issues fraud alerts and other industry guidance. 



Notices 


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

In accordance with the principles of the Freedom of Information Act (5 
U.S.C. 552, as amended by Public Law 104-231), Office of Inspector 
General, Office of Audit Services reports are made available to members of 
the public to the extent the information is not subject to exemptions in the 
act. (See 45 CFR part 5.) 

OAS FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable or a 
recommendation for the disallowance of costs incurred or claimed, as well as 
other conclusions and recommendations in this report, represent the findings 
and opinions of the HHS/OIG/OAS. Authorized officials of the HHS 
divisions will make final determination on these matters. 



EXECUTIVE SUMMARY 

BACKGROUND 

The U.S. Senate Finance Committee requested that we examine the implementation of Ryan 
White Comprehensive AIDS Resources Emergency (CARE) Act Title I at the local level.  Under 
CARE Act Title I, the Health Resources and Services Administration (HRSA) makes grants to 
local eligible metropolitan areas (EMAs) that have been hit hardest by the HIV/AIDS epidemic.  
The CARE Act Title I program is the payer of last resort for people living with HIV/AIDS who 
have limited insurance coverage or no other source of health care.   

The Las Vegas EMA received about $4.7 million during fiscal year (FY) 2001, the period of our 
review, to provide CARE Act Title I services.1  On behalf of the chairman of the Clark County 
Commission, the Clark County Health District (Health District) acts as the CARE Act Title I 
grantee. In this role, the Health District issued a contract totaling $868,661 to Clark County’s 
University Medical Center–Wellness Center (Wellness Center) to provide primary medical care 
and dental care to low-income people with HIV/AIDS.  The FY 2001 CARE Act Title I grant 
application stated that the Wellness Center was providing primary medical care and dental care 
to almost 1,400 clients.   

OBJECTIVES 

In response to the U.S. Senate Finance Committee’s request, we conducted audits nationwide, 
including an audit of the Health District to determine the following: 

• 	 Did the Health District ensure that the Wellness Center provided the expected 

program services to clients eligible for CARE Act Title I?


• 	 Did the Health District ensure that the Wellness Center followed Federal 

requirements for claiming program costs under CARE Act Title I?


SUMMARY OF FINDINGS 

The Health District did not specify and, therefore, could not ensure that the Wellness Center 
provided an expected level of program services with the $868,661 it was awarded.  Further, the 
Health District did not ensure that the Wellness Center followed Federal requirements for 
claiming program costs under CARE Act Title I. 

Program Services.  Contrary to CARE Act Title I requirements, the Health District did not 
establish an expected level of program services in its contract with the Wellness Center to guide 
program performance.  Without knowing the level of services that the Wellness Center should 
have provided to eligible clients, the Health District could not ensure that the Wellness Center 
met the service needs of people with HIV/AIDS in the Las Vegas EMA.  

1 For CARE Act Title I, HRSA defined FY 2001 as the period from March 1, 2001, through February 28, 2002. 
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Program Costs.  The Health District did not ensure that the Wellness Center followed Federal 
requirements for claiming program costs under CARE Act Title I. Specifically, the Wellness 
Center: 

• 	 did not use actual costs as its basis to charge the program; 

• 	 assessed clients higher copayments than appropriate; 

• 	 did not separately account for copayments collected and did not use the 

funds to provide additional program services; and 


• 	 claimed $26,760 in unallowable costs, including $3,723 for program

services provided to ineligible clients.  


Both the Health District and Wellness Center contributed to these problems.  At the grantee 
level, the Health District did not provide adequate fiscal and program monitoring to ensure that 
the Wellness Center claimed only actual and allowable costs to provide services to eligible 
clients and complied with Federal requirements for CARE Act Title I.  At the contractor level, 
the Wellness Center did not establish a cost schedule for professional services based on actual 
costs, did not use the correct copayment schedule, did not have a system to track copayments for 
CARE Act Title I, and did not follow the contract requirements to use copayment revenue to 
provide additional program services.  In addition, the Wellness Center did not have adequate 
controls to prevent or detect unallowable charges and did not always screen clients for eligibility. 

As a result, the Health District did not know the actual costs of providing medical and dental 
services and, thus, could not measure program efficiency, and program funds provided to the 
Wellness Center may have subsidized the University Medical Center.  Further, by not monitoring 
the Wellness Center’s assessment of copayments, the Health District may have created a 
financial barrier that deterred clients from seeking needed services.  Without proper accounting 
and use of copayments, the Wellness Center was unable to determine the amount of copayments 
collected or use the copayment revenue to provide additional program services.  For the 
unallowable charges, the Health District reimbursed the Wellness Center at least $26,760, which 
could have been used to provide additional program services to eligible people in the Las Vegas 
EMA. 

RECOMMENDATIONS 

We recommend that the Health District: 

1. 	 refund $26,760 to the Federal Government, the total amount overpaid to the 

Wellness Center;2


2. 	 include in its contract with the Wellness Center a specified level of program 

services it expects the Wellness Center to provide; 


2 The draft report recommended a refund of $27,760.  Based on additional documents provided by the Wellness 
Center, we reduced the amount to $26,760. 
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3. 	 ensure that the Wellness Center develops and implements a cost schedule based 

on actual costs; 


4. 	 ensure that copayments the Wellness Center charges clients agree with 

requirements of CARE Act Title I; 


5. 	 ensure that the Wellness Center develops and implements procedures to record 

the assessment and collection of copayments, and uses copayment revenue to 

provide additional CARE Act Title I services; and 


6. 	 require the Wellness Center to follow its client eligibility policies and procedures 
to ensure that CARE Act Title I costs are claimed for eligible clients. 

HEALTH DISTRICT COMMENTS 

In its written comments on the draft report, the Health District agreed with four of our six 
recommendations (numbers 2, 4, 5, and 6); however, it did not agree with recommendations 1 
and 3 nor with all the conclusions presented in the findings.   

The Health District disagreed with recommendation 1 to refund $26,760.  The Health District 
believed that there was no substantive reason for a refund because $19,778 of the $26,760 of 
questioned costs was allowable. In addition, the Health District stated that the Wellness Center 
had a $630,000 financial loss and provided services well in excess of all available grant funds.  
The Health District also disagreed with recommendation 3 to require the Wellness Center to 
charge based on actual costs. The Health District stated that it is “extremely difficult” for the 
Wellness Center to develop a cost schedule based on actual costs.  However, the Health District 
stated that it will ensure that costs charged to CARE Act Title I are always less than actual costs 
to maximize services available to the HIV community.   

Where appropriate, we made changes in the report to reflect the Health District’s written 
comments. We also included the full text of the Health District’s comments as an appendix to 
this report. 

OFFICE OF INSPECTOR GENERAL RESPONSE 

The Health District should refund the $26,760. We do not know if the Health District incurred 
allowable costs that it did not claim, because we limited our audit to the costs that the Wellness 
Center claimed for reimbursement under CARE Act Title I and found that $26,760 was 
unallowable for Federal reimbursement.  The Wellness Center did not provide documentation 
related to costs that may have been allowable but were not claimed; however, if such 
documentation is available, it should be provided to the HRSA action official for consideration.     

The Wellness Center did not bill the Health District based on actual costs, as required by CARE 
Act Title I. In addition, the Health District provided no documentation to show that CARE Act 
Title I program funding was less than the actual costs of providing services. 
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INTRODUCTION 


BACKGROUND 

Ryan White CARE Act Title I 

The U.S. Senate Finance Committee requested that we examine the implementation of CARE 
Act Title I at the local level.  Within the U.S. Department of Health and Human Services, HRSA 
administers the CARE Act, enacted in 1990 and reauthorized in 1996 and 2000.  The objective of 
CARE Act Title I is to improve access to comprehensive, high-quality, community-based 
medical care and support services for the HIV/AIDS community.  To deliver services, HRSA 
awards grants to EMAs, which are urban areas disproportionately affected by the incidence of 
HIV/AIDS. The CARE Act Title I program is the payer of last resort for people with HIV/AIDS 
who have limited insurance coverage or no other source of health care.   

HRSA makes grants to the local government’s mayor or county executive, who, while remaining 
the steward of the Federal funding, usually gives the day-to-day program administration to the 
local health department, referred to by HRSA as the CARE Act Title I grantee.  Using service 
priorities established by the local CARE Act Title I planning council, the grantee contracts for 
health care and support services, including medical and dental care, prescription drugs, housing, 
transportation, counseling, home and hospice care, and case management.  

The grantee is responsible for overseeing the service providers’ performance and adherence to 
contractual obligations. The grantee is responsible for providing oversight through:   

• 	 program monitoring, to assess the quality and quantity of services provided; and 

• 	 fiscal monitoring, to ensure that contractors use the funds for approved purposes 

and pursuant to Federal, State, and local regulations and guidelines.   


If monitoring reveals problems, HRSA advises the grantee to offer the contractor technical 
assistance, or in serious cases, a corrective action plan.  The CARE Act Title I Manual states:  

In an era of managed care and shrinking resources, it is in the EMA’s 
[grantee’s] best interest to know how well agencies function in spending and 
managing service dollars. 

For FY 2001, HRSA funded 51 EMAs for about $604 million.  From the enactment of 
CARE Act Title I through FY 2003, total Federal funding was about $5 billion.  

Las Vegas EMA 

The Las Vegas EMA covers a 3-county area with close to 7,000 individuals living with 
HIV/AIDS. For FY 2001, HRSA awarded a CARE Act Title I grant totaling about $4.7 million 
to the Health District, which serves as the CARE Act Title I grantee for the EMA.  The Health 
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District contracted with external agencies to provide services in the Las Vegas EMA.  In 
FY 2001, the Health District worked with 24 agencies to provide program services.    

Wellness Center  

The University Medical Center is a county owned and operated hospital, governed by the Board 
of Hospital Trustees. The Wellness Center, which specializes in HIV/AIDS primary care, is the 
outpatient HIV/AIDS clinic for the University Medical Center and provides integrated medical, 
social, dental, educational, and preventative services to HIV/AIDS clients.  The Wellness Center 
entered into a contract with the Health District to provide primary medical and dental care to 
low-income people with HIV/AIDS.  The FY 2001 CARE Act Title I grant application stated 
that the Wellness Center was providing primary medical care and dental care to almost 1,400 
clients.  During FY 2001, the Wellness Center reported total CARE Act Title I expenditures of 
$868,661, which equaled the amount awarded by the Health District.  The Wellness Center was 
reimbursed based on monthly invoices submitted to the Health District. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

Objectives 

In response to the U.S. Senate Finance Committee’s request, we conducted audits nationwide, 
including an audit of the Health District to determine the following: 

• 	 Did the Health District ensure that the Wellness Center provided the 

expected program services to clients eligible for CARE Act Title I?


• 	 Did the Health District ensure that the Wellness Center followed Federal 

requirements for claiming program costs under CARE Act Title I?


Scope 

We audited the CARE Act Title I contract between the Wellness Center and the Health District 
for $868,661. 

We selected the Wellness Center, the Health District’s largest contractor, for audit based on our 
evaluation of program files and the type of services provided to CARE Act Title I clients.  
Specifically, a previous audit conducted by an independent auditor indicated that the Wellness 
Center used a different copayment schedule than was in the contract with the Health District. 

We limited our reviews of internal controls at the Health District and the Wellness Center to the 
procedures needed to accomplish our audit objectives.  Meeting the objectives did not require a 
complete understanding or assessment of the internal control structure of either the Health 
District or the Wellness Center.  We performed our fieldwork at the Health District and the 
Wellness Center in Las Vegas, NV. 
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Methodology 

To accomplish our objectives, we performed audit procedures at the Health District and the 
Wellness Center. 

At the Health District, we: 

• interviewed officials responsible for program and fiscal monitoring; 


• obtained a list of all contractors and amounts of funding; 


• 	 reviewed independent auditor reports required by Office of Management 

and Budget Circular A-133; 


• 	 reviewed contracts for selected contractors; and 

• 	 researched general background material, such as local health commission 

minutes and newspaper articles, for selected contractors. 


At the Wellness Center, we: 

• 	 interviewed contractor officials, 

• 	 traced costs from reimbursement vouchers and Financial Status Reports to 

the check registers and salary and benefit worksheets, 


• 	 reviewed the supporting documentation for all costs claimed on the check 

registers and salary and benefit worksheets, 


• 	 evaluated the revenue collected for providing CARE Act Title I services, 

• 	 reviewed the Wellness Center’s monthly program reports for services 

provided to CARE Act Title I clients,  


• 	 evaluated the basis for the costs of services provided at the Wellness Center, and 

• 	 verified medical records for services provided at the Wellness Center for a 

sample of CARE Act Title I clients. 


We conducted our review in accordance with generally accepted government auditing standards.  
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FINDINGS AND RECOMMENDATIONS 


The Health District did not specify and, therefore, could not ensure that the Wellness Center 
provided an expected level of program services with the $868,661 it was awarded.  Further, the 
Health District did not ensure that the Wellness Center followed Federal requirements for 
claiming program costs under CARE Act Title I. 

EXPECTED LEVEL OF PROGRAM SERVICES 

Contrary to CARE Act Title I requirements, the Health District did not establish an expected 
level of program services in its contract with the Wellness Center to guide program performance.  
Without knowing the level of services that the Wellness Center should have provided to eligible 
clients, the Health District could not ensure that the Wellness Center met the service needs of 
people with HIV/AIDS in the Las Vegas EMA. 

CARE Act Title I Manual Requirements 

The 1996 CARE Act Title I Manual required grantees to document progress toward specific, 
measurable objectives or goals.  Section III of the manual required all providers that received 
funds from CARE Act Title I grantees to submit a completed Annual Administrative Report.  
This report can be used to meet the requirements of the Government Performance Results Act of 
1993 to document progress toward specific, measurable objectives or goals by providing 
aggregate client and service counts. 

Expected Level of Program Services Not Established 

The Health District did not establish a specific level of program services that the Wellness 
Center was expected to provide.  Although the CARE Act Title I Manual required grantees to 
document progress toward specific, measurable program service objectives or goals that would 
guide program performance, the Health District did not include these requirements in the 
contract with the Wellness Center.  The contract only required the Wellness Center to provide 
$653,033 of primary care services and $215,628 of dental care services.  As a result, the Health 
District could not ensure that the Wellness Center met the local service needs of people with 
HIV/AIDS. 

PROGRAM COSTS 

The Health District did not ensure that the Wellness Center followed Federal requirements for 
claiming program costs under CARE Act Title I.  Specifically, the Wellness Center: 

• 	 did not use actual costs as its basis to charge the program; 

• 	 assessed clients higher copayments than appropriate; 

• 	 did not separately account for copayments collected and did not use the 

funds to provide additional program services; and 
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• 	 claimed $26,760 in unallowable costs, including $3,723 for program

services provided to ineligible clients.  


Both the Health District and Wellness Center contributed to these problems.  At the grantee 
level, the Health District did not provide adequate fiscal and program monitoring to ensure that 
the Wellness Center claimed only actual and allowable costs to provide services to eligible 
clients and complied with Federal requirements for CARE Act Title I.  At the contractor level, 
the Wellness Center did not establish a cost schedule for professional services based on actual 
costs, did not use the correct copayment schedule, did not have a system to track copayments for 
CARE Act Title I, and did not follow the contract requirements to use copayment revenue to 
provide additional program services.  In addition, the Wellness Center did not have adequate 
controls to prevent or detect unallowable charges and did not always screen clients for eligibility. 

As a result, the Health District did not know the actual costs of providing medical and dental 
services and, thus, could not measure program efficiency, and program funds provided to the 
Wellness Center may have subsidized the University Medical Center.  Further, by not monitoring 
the Wellness Center’s assessment of copayments, the Health District may have created a 
financial barrier that deterred clients from seeking needed services.  Without proper accounting 
and use of copayments, the Wellness Center was unable to determine the amount of copayments 
collected or use the copayment revenue to provide additional program services.  For the 
unallowable charges, the Health District reimbursed the Wellness Center at least $26,760, which 
could have been used to provide additional program services to eligible people in the Las Vegas 
EMA. 

Actual Costs Not Used as a Basis To Charge the Program 

The Notice of Grant Award specified that the award was subject to the terms of 45 CFR part 74, 
which required that grant funds be used only for actual and allowable costs.  No provision for 
profit or other amount above cost was provided for in these principles.   

The Wellness Center did not establish a cost schedule for its CARE Act Title I professional 
medical and dental services based on actual costs, violating principles of 45 CFR part 74.  
Rather, it used a cost schedule that the University Medical Center established many years before, 
which it adjusted each year to reflect market rates and to meet anticipated costs of the Wellness 
Center's budget.  This condition went undetected because the Health District provided inadequate 
fiscal monitoring to ensure that the Wellness Center claimed only actual costs and to ensure that 
the cost schedule was based on actual costs. 

As a result, the Health District did not know the actual costs of providing medical and dental 
services, could not measure program efficiency, and provided program funds to the Wellness 
Center that may have subsidized the University Medical Center.  Wellness Center budget reports 
(responsibility reports) indicated that the Wellness Center operated at a profit for the period 
ended February 28, 2002, while the University Medical Center operated at a deficit.  The 
University Medical Center did not demonstrate how much, if any, of the excess revenue reported 
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on the responsibility reports for the Wellness Center was created with CARE Act Title I funding 
and may have been used to subsidize the University Medical Center. 

Clients Assessed Higher Copayments 

The contract between the Health District and the Wellness Center included a copayment 
schedule that agreed with CARE Act Title I.  CARE Act Title I prohibited grantees from 
charging clients a copayment if their income was less than or equal to 100 percent of the poverty 
line. For individuals with incomes from 101 to 400 percent of the poverty line, CARE Act  
Title I limited the copayment to a percentage of income or a percentage of the total cost of 
services. 

The Wellness Center assessed higher copayments to clients who were eligible for lower 
copayments.  Specifically, the Wellness Center used the CARE Act Title III copayment 
schedule, which listed copayment amounts higher than those in the CARE Act Title I schedule.  
For clients who were at or below 100 percent of the poverty line, the copayment schedule 
indicated a $50 copayment, when they should not have been charged a copayment.  Similarly, 
the schedule indicated that clients who were from 101 to 400 percent of the poverty line should 
be charged a higher copayment than allowed by CARE Act Title I.  Further, the Wellness Center 
incorrectly determined client income when calculating copayments.  To determine a client's 
income and the copayment owed, the Wellness Center counted only people with HIV/AIDS as 
family members.  This decreased the number of people in a household, increased the client's 
income on a per-person basis, and increased the copayment amount the client owed. 

The Wellness Center considered it appropriate to use the Title III copayment schedule and to 
count only individuals with HIV/AIDS when calculating copayments.  Further, the Health 
District failed to monitor the Wellness Center to ensure that it charged copayments based on the 
correct schedule and properly calculated copayments.  As a result, the Health District may have 
created a financial barrier with the excessive copayments that deterred clients from seeking 
needed services. We were unable to determine the amount of unallowable copayments the 
Wellness Center charged because its accounting records were unreliable.  

Copayments Collected Not Tracked and Not Used To 
Provide Additional Program Services 

The contract required the Wellness Center to track copayments collected and use the revenue to 
provide additional program services.  Contrary to these requirements, the Wellness Center did 
not account for the CARE Act Title I copayments it collected from clients and did not use the 
funds to provide additional program services.  The Wellness Center manually adjusted claims for 
professional services provided at the Wellness Center for copayments received from clients.  
However, it did not have a reliable system to record copayments due and received.  These 
problems were not detected because the Health District failed to monitor the Wellness Center to 
ensure that it had a system to track the copayments and provided additional services with the 
revenue. Wellness Center officials stated they did not establish an effective accounting system 
to track copayments, could not determine copayments collected, and could not demonstrate that 
the Wellness Center provided additional services with copayment revenue. 
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Unallowable Costs Claimed 

The Wellness Center claimed $26,760 of costs that were not allowable based on the cost 
principles of 45 CFR part 74.  Specifically, the Wellness Center claimed: 

• 	 $16,055 of CARE Act Title III and IV costs under Title I; 

• 	 $6,982 for duplicate payments, duplicate patient charges, and unsupported 

expenditures; and 


• 	 $3,723 for CARE Act Title I services provided to people who were not 

enrolled in the program on the date of service.  


These unallowable costs went undetected because the Wellness Center did not have adequate 
controls to prevent or detect unallowable charges and did not always screen clients for eligibility.  
The Health District did not provide adequate monitoring to ensure that the Wellness Center 
claimed only allowable costs for eligible clients.  As a result, the Wellness Center claimed 
$26,760 of unallowable costs that could have been used to provide additional program services 
to eligible people in the Las Vegas EMA. 

CARE Act Title III and IV Expenditures Claimed as Title I 

Federal regulations (45 CFR part 74) required that grant funds be used only for actual and 
allowable costs. Allowable costs were defined as the sum of the allowable direct and allocable 
indirect costs less any applicable credits.  The cost principles did not allow the costs of another 
program, such as CARE Act Title III or IV, to be claimed as CARE Act Title I expenditures. 

The Wellness Center claimed $16,055 in unallowable indirect costs for a consultant who did not 
properly allocate time spent on CARE Act Title I, III, and IV activities.  For example, the 
consultant claimed $2,475 on the Title I expenditure report for time spent writing the Title III 
grant application. Wellness Center officials stated that the Title III expense was charged to  
Title I because it was not allowable under Title III.  We did not review other Title III and IV 
costs claimed under Title I to determine if they would have been allowable under the other 
programs.  Wellness Center officials were unable to determine what portion of the $16,055, if 
any, was for Title I activities.  

Duplicate Payments and Patient Charges,  
and Unsupported Expenditures 

The cost principles at 45 CFR part 74 did not allow duplicate payments or patient charges, or 
unsupported expenditures. The Wellness Center claimed $6,982 in unallowable expenditures for 
duplicate payments, duplicate patient charges, and unsupported expenditures.  The duplicate 
payments of $929 included a claim for $662.50 paid twice to an outside physician.  The duplicate 
patient charges of $5,510 included $4,983 for an intravenous solution provided at the Wellness 
Center that had been charged twice.  The Wellness Center did not provide supporting 
documentation for $543 in claims.  
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Costs Claimed for Ineligible Clients 

CARE Act Title I services were intended for properly enrolled clients, which Program Policy 
Guidance No. 1 required be verified. This guidance indicated that grantees were expected to 
establish and monitor procedures to ensure that all providers verified and documented client 
eligibility. In addition, the cost principles at 45 CFR part 74 did not allow expenditures for 
clients who were not enrolled in the program. 

The Wellness Center claimed $3,723 for services provided to eight clients who were not enrolled 
in the program on the date of service, violating client eligibility guidelines in Program Policy 
Guidance No. 1 and cost principles at 45 CFR part 74.  Wellness Center staff provided these 
clients with services or referrals for services before determining their eligibility.  For clients who 
received services before an eligibility determination, the Wellness Center sent them a letter 
indicating that if they failed to enroll in the program, they would be financially responsible for 
the services. However, the Wellness Center did not require service providers to bill the clients 
and did not require potential CARE Act Title I clients to pay for the services; rather, the 
Wellness Center claimed the amounts billed by providers for these services on the monthly 
CARE Act Title I expenditure reports as if the services were provided to eligible clients.  

RECOMMENDATIONS 

We recommend that the Health District: 

1. 	 refund $26,760 to the Federal Government, the total amount overpaid to the 

Wellness Center;3


2. 	 include in its contract with the Wellness Center a specified level of program 

services it expects the Wellness Center to provide;  


3. 	 ensure that the Wellness Center develops and implements a cost schedule based 

on actual costs; 


4. 	 ensure that copayments the Wellness Center charges clients agree with 

requirements of CARE Act Title I; 


5. 	 ensure that the Wellness Center develops and implements procedures to record 

the assessment and collection of copayments, and uses copayment revenue to 

provide additional CARE Act Title I services; and 


6. 	 require the Wellness Center to follow its client eligibility policies and procedures 

to ensure that CARE Act Title I costs are claimed for eligible clients. 


3 The draft report recommended a refund of $27,760.  Based on additional documents provided by the Wellness 
Center, we reduced the amount to $26,760. 
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HEALTH DISTRICT COMMENTS AND  
OFFICE OF INSPECTOR GENERAL RESPONSE 

In its written comments on the draft report, the Health District agreed with four of our six 
recommendations (numbers 2, 4, 5, and 6); however, it did not agree with recommendations 1 
and 3 nor with all the conclusions presented in the findings.   

In the following sections, we summarized the Health District’s comments on each 
recommendation and the related finding and responded to the Health District’s comments.  
Where appropriate, we made changes in the report to reflect those comments.  We also included 
the full text of the Health District’s comments as an appendix to this report. 

Recommendation 1 – Refund $26,760 to the Federal Government 

Health District Comments 

The Health District disagreed with the recommendation to refund the $26,760 of unallowable 
costs.4  It believed that $19,778 of the $26,760 of questioned costs was allowable.  Further, the 
Health District believed that the Wellness Center incurred a financial loss of over $630,000 
during the audit period and provided services well in excess of all available grant funds.   

Although the Health District agreed that it inadvertently claimed $6,982 for duplicate and 
unsupported expenditures and stated that the Wellness Center changed its procedures to prevent 
duplicate billings, the Health District did not agree to make a refund.5  Further, the Health 
District disagreed that the remaining $19,778 was unallowable: 

• 	 It stated that $16,055 was claimed for a consultant who worked only on CARE 
Act grants, and it should not matter to which CARE Act title the consultant’s fees 
were charged as long as the work related to the CARE Act grants.  To prevent this 
type of claim in the future, the Health District stated that the Wellness Center 
would require consultants to record time separately for each grant. 

• 	 It stated that $3,723 was claimed for clients not enrolled on the date of service but 
who were eventually determined to be eligible for the services received.  To 
prevent this type of claim in the future, the Wellness Center hired a full-time 
eligibility specialist to ensure eligibility before services are rendered. 

Office of Inspector General Response 

The Wellness Center’s proposed changes should ensure that it claims only allowable costs in the 
future. However, we disagree with the Health District that it should not refund the $26,760.  

4 The draft report recommended a refund of $27,760.  Based on additional documents provided by the Wellness 
Center, we reduced the amount to $26,760. 

5 The draft report questioned $7,982.  Based on additional documents provided by the Wellness Center, we reduced 
the amount to $6,982. 
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We do not know if the Health District incurred allowable costs that it did not claim, because we 
limited our audit to the costs that the Wellness Center claimed for reimbursement under CARE 
Act Title I and found that $26,760 was unallowable for Federal reimbursement.  The Wellness 
Center did not provide documentation related to costs that may have been allowable but were not 
claimed; however, if such documentation is available, it should be provided to the HRSA action 
official for consideration. 

Regarding the consultant, the Health District is incorrect that it does not matter to which CARE 
Act title the consultant’s time was charged.  HRSA requires grantees to report the use of grant 
funds accurately by title because each title provides funds for specific purposes.  Without 
HRSA’s approval, costs related to CARE Act Titles III and IV, such as the $2,475 cost for 
writing the Title III grant application, would not be allowable under Title I. 

Regarding client eligibility, the Health District provided no documentation to show that the 
clients were enrolled on the date of service. Further, as of July 2003 three of the clients were 
never enrolled in the program.  After receiving the Health District’s comments on the draft 
report, we again requested documentation that showed the clients were eligible; contrary to the 
Health District’s comments, the Wellness Center informed us that the clients were never 
screened for eligibility.  Thus, the related costs are unallowable.   

Recommendation 2 – Include in the Contract With the 
Wellness Center a Specified Level of Program Services  

Health District Comments 

The Health District agreed with the recommendation to specify a level of program services in its 
contract with the Wellness Center and stated that it already implemented a new contract 
template.  However, the Health District disagreed with the finding that led to the 
recommendation.  Specifically, the Health District disagreed that the CARE Act Title I Manual, 
in effect when the contract was negotiated, required grantees to specify measurable goals or 
objectives. The Health District also stated that required services are not foreseeable and can vary 
from patient to patient.  Further, the Health District stated that it ensured that local service needs 
were met because every HIV client at the Wellness Center received services. 

Office of Inspector General Response 

The Health District’s proposed changes regarding its new contract template should enable better 
measurement of contractor performance.  However, we disagree that there was no requirement, 
when the contract was negotiated, to specify measurable goals or objectives, or treating all 
patients at the Wellness Center demonstrated that the Health District met local service needs.   

The Health District is incorrect that there was no requirement in the 1996 CARE Act Title I 
Manual to document progress toward measurable goals or objectives.  In the draft report, we 
inadvertently referred to section III, chapter 3 of the 2002 CARE Act Title I Manual; however, 
section III of the 1996 Manual in effect when the contract was negotiated also included the 
requirement to document progress toward measurable goals.  We corrected the reference to the 
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manual in this report to reflect the reporting requirement in effect during the period of the 
contract. 

Section III of the 1996 Manual states that all CARE Act Title I providers are required to 
complete an Annual Administrative Report.  This report collects aggregate client and service 
counts and can be used to meet the requirements of the Government Performance Results Act of 
1993 to document progress toward measurable goals or objectives.  Although the Health District 
completed the Annual Administrative Report for the audit period, it could not evaluate 
performance against a standard because there were no specified goals in the contract with the 
Wellness Center. 

The Health District’s assertion that all patients at the Wellness Center received services does not 
demonstrate that the Health District ensured that all local service needs were met.  The CARE 
Act required grantees to use Title I funds efficiently to provide services to people with 
HIV/AIDS. To use these funds efficiently, the Health District, with guidance from the local 
AIDS Planning Council, needed to identify the types and amounts of services required and 
allocate funds to contractors according to need. 

Recommendation 3 – Ensure That the Wellness Center Develops  
and Implements a Cost Schedule Based on Actual Costs 

Health District Comments 

Although the Health District agreed that the Wellness Center did not charge the Title I program 
for actual costs, it disagreed with the recommendation to require the Wellness Center to charge 
based on actual costs.  The Health District stated that it is “extremely difficult” for the Wellness 
Center to develop a cost schedule based on actual costs.  However, the Health District stated that 
it will ensure that costs charged to CARE Act Title I are always less than actual costs to 
maximize services available to the HIV community.   

The Health District also disagreed with our conclusion that the Wellness Center may have 
operated at a profit for the audit period. The Health District provided financial data and analysis 
to demonstrate that the Wellness Center incurred a financial loss of over $630,000 during the 
audit period. 

Office of Inspector General Response 

CARE Act Title I required grantees to use actual costs as the basis to charge the program.  The 
Health District did not comply with this requirement and should ensure that the Wellness Center 
develops and implements a cost schedule based on actual costs or another method that allows the 
Wellness Center to charge CARE Act Title I for actual costs.  

We reviewed the financial data and analysis provided by the Health District supporting its 
comment that the Wellness Center operated at a financial loss during our audit period.  After 
discussions with University Medical Center officials, we concluded that the documentation did 
not include all departmental revenues and costs.  In addition, the Health District did not evaluate 
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costs for allowability under CARE Act Title I.  Consequently, the financial loss computed by the 
Wellness Center was overstated and not specifically related to the CARE Act Title I contract.   

Recommendation 4 – Ensure That Copayments Agree  
With Requirements of CARE Act Title I 

Health District Comments 

The Health District agreed with the recommendation to charge the correct copayment amounts 
and verified that the Wellness Center was currently using the correct copayment schedule for 
CARE Act Title I. The Health District also agreed that clients were assessed higher copayments 
than allowed and stated that it inadvertently used a fee schedule from another title of the CARE 
Act. 

Office of Inspector General Response 

The Health District’s action to require the Wellness Center to use the correct copayment 
schedule should prevent overcharging of clients. 

Recommendation 5 – Ensure That the Wellness Center 
Implements Procedures To Record Copayments and Uses  
Copayment Revenue To Provide Additional Services 

Health District Comments 

The Health District agreed with the recommendation to track copayments and use the revenue for 
additional Title I services; however, it disagreed that copayments were not used to provide 
additional services during the audit period. The Health District stated that all patient payments 
were used as net revenue and enabled the Wellness Center to provide additional services. 

Office of Inspector General Response 

The Health District’s actions to require the Wellness Center to track copayments and use the 
revenue for additional services should ensure that program income is used to expand the 
program.  However, without discrete accounting for copayments, the Health District was unable 
to document that copayments were used to provide additional CARE Act Title I services. 

Recommendation 6 – Require the Wellness Center  
To Follow Client Eligibility Policies and Procedures 

Health District Comments 

The Health District agreed with the recommendation to require the Wellness Center to follow 
client eligibility policies and procedures to ensure that CARE Act Title I costs are claimed only 
for eligible clients.  Specifically, the Health District stated the Wellness Center hired a full-time 
eligibility specialist to verify client eligibility before services are rendered.  However, the Health 
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District disagreed with the finding that services were provided to ineligible clients; it stated that 
all those clients were ultimately determined to be eligible. 

Office of Inspector General Response 

The Health District’s action to require the Wellness Center to determine client eligibility before 
services are rendered should ensure that services are provided to eligible individuals.  However, 
we disagree that services were provided only to eligible individuals during the audit period.  The 
Health District provided no evidence that any clients we identified as ineligible for CARE Act 
Title I services were eligible on the date service was provided.  In fact, a Wellness Center official 
confirmed that none of these clients was screened for eligibility.  Also, as of July 2003, three of 
the eight clients were never enrolled in the program. 
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