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OIG Vision Statement
The Office of Inspector General (OIG) is the nationally recognized model for leveraging technol-
ogy and collaborative partnerships to eliminate waste, abuse, and fraud. The value the OIG pro-
vides to ensure the health, safety, and welfare of all Texans is universally realized.

OIG Mission Statement
We protect the integrity and ensure accountability in the health and human services programs, as
well as the health and welfare of the recipients of those programs, by identifying, communicating and
correcting activities of waste, fraud or abuse in Texas.



HHSC-OIG Integrity Statement:

We, the members of the Office of Inspector General, know that none of us succeeds or fails alone. We
acknowledge that if we succeed or fail we succeed together by doing what is just or fail together be-
cause we did not do justice. So whether we succeed or fail we should always seek to do what is right.
We should, while effectively using our expertise and resources, work to assist others, staff and those
that we serve, and not to simply improve our statistics or position. Therefore, all of us in the Office
of Inspector General, through endurance and encouragement, will have a unified vision and mission
that promotes courage, honesty and integrity, kindness and compassion, humility in service, justice
and fairness for us and those we serve.
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Executive Summary

October 16, 2006

The Office of Inspector General (OIG) is pleased to issue our report for State Fiscal Year (SFY) 2006, which
ended August 31, 2006. The report provides an overview of our key accomplishments, presents a look at fu-
ture OIG activities, and contains a year-to-date synopsis of OIG recoveries and cost avoidance. In SFY 2006,
OIG recovered $446,650,049 and cost avoided $411,105,767.

Under a January 2006 change to a prospective payment system for Comprehensive Outpatient Rehabilitation
Facilities (CORFs) and Outpatient Rehabilitation Facilities (ORFs), providers are compelled to minimize costs
and use a “reasonable and necessary” standard when reviewing provider cost reports. In 2004, Medicaid paid
CORFs/ORFs $99.5 million and $136 million in 2005. In SFY 2006, the Chief Counsel Division recovered
$6,460,533 from CORFs/ORFs. Other positive and significant accomplishments include:

e The Third Party Recovery (TPR) Section cost avoidance and recovery for SFY 2006 exceeded $649 million, a
$71 million increase over the previous year. As a result, Texas continues to be recognized as a national
leader in TPR.

e SFY 2006 complaint referrals from Managed Care Organizations’” (MCO) Special Investigative Units (SIU)
increased 330% when compared to those received in SFY 2005.

¢ The Medicaid Provider Integrity Section realized 47% increase in opened cases over SFY 2005 and a 69%
increase in OIG referrals to the Office of Attorney General’s Medicaid Fraud Control Unit.

e  The Audit Section conducts single audit reviews of subrecipient reports. No findings were issued by
KPMG following their fieldwork of the SFY 2005 Statewide Audit of contracts issued by HHSC to subre-
cipients.

e In December 2005, OIG initiated criminal history background checks for all applicants seeking to enroll in
the Medicaid, Medicaid Managed Care, and Children with Special Health Care Needs (CSHCN) Services
programs through Texas Medicaid and Healthcare Partnership.

e In SFY 2006, OIG reinforced Texas’ standing as the national model for other states” Medicaid fraud preven-
tion programs. On March 28, 2006, U.S. Senator Tom Coburn complimented OIG, describing it as the na-
tional example for success. The state of New York on March 14, 2006, adopted and implemented the Texas
model as the base of their Medicaid reform. Details of this and other public acclamations are described in
Appendix D and F of this report.

We continue to assess and improve the quality of audits, investigations, reviews, advanced automated analysis
tools, and monitoring through standardization of practices, policies, and ethics; encouragement of professional
development by providing educational opportunities; and the establishment of a quality assurance function.
To ensure quality, OIG operates in accordance to the National Association of Inspectors General principles and
standards and United States General Accounting Office Government Auditing Standards. In addition, educa-
tional training for providers and claims administrator contractors continue to contribute to an increase in cost
avoidance activities, improvement in quality of care, and a decrease in claim-processing errors.

We look forward to providing continued service to the State of Texas, and its leadership, and assuring account-
ability and integrity to Texas taxpayers.

Brian Flood
Inspector General
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Background

Strengthening the Health and Human Ser-
vices Commission’s (HHSC) authority to
combat waste, abuse and fraud in health
and human services (HHS) programs, the
78" Texas Legislature created the Office of
Inspector General (OIG) in 2003.

Authorized by Section 531.102 of the Gov-
ernment Code, OIG provides program
oversight of HHS activities, providers, and
recipients through its compliance, enforce-
ment, and chief counsel divisions. OIG ful-
fills its responsibility through the following
activities:

e Issuing sanctions and performing cor-
rective actions against program provid-
ers and clients as appropriate;

e Auditing the use and effectiveness of
state or federal funds including contract
and grant funds administered by a per-
son or state agency receiving the funds
from an HHS agency;

e Researching, detecting, and identifying
episodes of waste, abuse, and fraud to
ensure accountability and responsible
use of resources;

¢ Conducting investigations, reviews, and
monitoring cases internally, with ap-
propriate referral to outside agencies for
further action;

¢ Recommending policies enhancing the
prevention and detection of waste,
abuse, or fraud and promoting eco-
nomical and efficient administration of
HHS funds; and

e Providing education, technical assis-
tance, and training to improve quality of

care, promote cost avoidance activities,
and sustain improved relationships with
providers.

Overseen by a Governor appointed, inde-
pendent Inspector General, OIG is a modern
investigative arm with extensive expertise
and diverse resources capable of rapidly
and objectively responding to emerging
HHS issues.

OIG has successfully strengthened its
stakeholder relationships, including those
with the State Auditor’s Office, Texas
Comptroller of Public Accounts, and Office
of the Attorney General, enabling the State
to achieve cost savings in a variety of HHS
areas. To ensure quality, OIG operates in
accordance to the National Association of
Inspectors General principles and stan-
dards, and all audit activity is performed in
accordance to United States General Ac-
counting Office Government Auditing
Standards.

Advancing the HHS mission and the Gov-
ernor’s Executive Order RP 36, dated July
12, 2004, OIG initiates proactive measures
and deploys advanced information technol-
ogy systems to aggressively reduce, pursue,
and recover expenditures that are not medi-
cally necessary or justified. These measures
and automated systems enhance the ability
of OIG to identify inappropriate patterns of
behavior and allow investigative resources
to target cases with the strongest supporting
evidence and greatest potential for mone-
tary recovery.
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OIG maintains clear objectives, priorities,

and performance standards that emphasize:

e Coordinating investigative efforts to ag-
gressively recover Medicaid overpay-
ments;

e Allocating resources to cases that have
the strongest supporting evidence and
the greatest potential for monetary re-
covery; and

e Maximizing the opportunities for refer-
ral of cases to the Office of the Attorney
General.

OIG routinely takes proactive measures to
reduce errors in the billing, payment, and
adjudication of claims for Medicaid ser-
vices. These measures include fraud and
abuse prevention training to Medicaid pro-

viders, health maintenance organizations,
staff of the claims administrator, and pro-
vider organizations.

Other proactive measures undertaken by
OIG include workgroups with major pro-
vider associations, increased use of profes-
sional medical consultants, and a number of
pilot projects designed to improve provider
communication and education. OIG staff
actively participates in the design of medi-
cal and program policy to reduce erroneous
payments while maintaining or improving
quality of care to the Medicaid beneficiary.
These proactive efforts have allowed OIG
and HHSC to increase cost-avoidance ac-
tivities, improve quality of care, and sustain
improved relationships with Medicaid pro-
viders.

Office of Inspector General Semi-Annual Report, March 1, 2006 — August 31, 2006
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OIG Recovery and Cost Avoidance Statistics

Recovery

Total recoveries! for State Fiscal Year (SFY)
2006 were $446,650,049 (all funds). The de-
tails of OIG recovery activities by individ-
ual business function can be found in Ap-
pendix B, Section I.

Recovery dollars can be defined as actual
collections, recoupments, or hard dollars
saved by the OIG. Recoveries, as reported
by OIG, do not include any projects, dollars
identified, or any other type of “soft-
money” or future settlements payments.

OIG Cost Avoidance

Cost avoidance is a reduction to a state ex-
penditure that would have occurred, or was
anticipated to occur, without OIG interven-
tion. The details of OIG cost avoidance ac-
tivities by individual business function can
be found in Appendix B, Section II.

! Third Party Resources (TPR) other insurance credits
represent insurance collections made by the provider
as a result of known other insurance information.
OIG includes this category of recoveries because these
are actual savings which are measurable by TPR. A
claim may still receive payment, unlike the cost-
avoided figure, and we report other insurance credits
as part of the recovery figures to the Centers for
Medicare and Medicaid Services (CMS) on the federal
CMS 64.9 report required quarterly. The Claims Ad-
ministrator via automated reports from the Medicaid
Management Information System (MMIS) provides
the source data to populate the OIG recovery and cost
avoidance figures for TPR.

Cost avoidance dollars are calculated differ-
ently by business function. The OIG takes a
conservative approach in reporting these
dollars. Following is a summary of the
methodologies by business function, which
is used for calculating cost avoidance recov-
eries.

CORF/ORF

Comprehensive Outpatient Rehabilitation
Facilities (CORFs) and Outpatient Physical
Therapy and Speech Pathology Facilities
(ORFs) were reimbursed at an interim pay-
ment percentage applied to the provider's
billed charges to determine the provider’s
allowed amount per claim detail. Applica-
ble adjustments were then applied to result
in the actual payment to the provider.
HHSC proposed to reimburse CORFs and
ORFs based on a Prospective Payment Sys-
tem (PPS) fee schedule, using the same
methodology used for physicians and cer-
tain other practitioners within the Texas
Administrative Code, which allows for re-
source-based fees or access-based fees. Sen-
ate Bill 1188, 79t Legislature, Regular Ses-
sion, 2005, directed HHSC to examine and,
if cost-effective, implement a PPS method-
ology for CORFs.

Sanctions

Sanctions cost avoidance dollars are esti-
mated savings to the state Medicaid pro-
gram, which result from an administrative
action and/or imposing a sanction against a
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Medicaid provider. These savings are com-
puted as follows:

Recoupment of Overpayments Identified
for a Provider with Exclusion:

e Exclusion periods must be converted to
months, i.e., 5-year exclusion converts to
60 months.

e For an indefinite exclusion period, use
36 months for calculations.

e For a permanent exclusion period, use
240 months for calculations.

When a provider is excluded from the
Medicaid program and has a recoupment of
overpayment identified, we do not include
civil monetary penalties when computing
cost savings.

Third Party Resources

Medicaid Provider Claims denied by Third
Party Recourses when there is other insur-
ance. These are actual claim denials in
which the client was identified as having
other insurance for which the provider was
required to bill prior to billing Medicaid.

General Investigations

Disqualifications Cost Avoidance:
Disqualification cost avoidance dollars are
calculated by multiplying the number of
disqualification months (Permanent dis-
qualification=60 months) by $106.00 for
Food Stamps and $112.00 for TANF and to-
taling the amounts.

Income Eligibility Verification System (IEVS)
Data Match Cost Avoidance:

In the process of investigating IEVS data
matches, action notices are generated.
These action notices alert Texas Works staff
to reduce or deny benefits based on income
or resource information that may affect on-
going benefits. A sample of 373 cases with
action notices were researched to come up
with an average cost avoidance per action
notice of $74.92. The total cost avoidance is
the number of action notices generated x
$74.92.

Recipient Data Match Cost Avoidance:
Recipient data matches include Social Secu-
rity Administration (SSA) Deceased Indi-
vidual, Bureau of Vital Statistics (BVS) De-
ceased Individual, Nursing Home, Prisoner
Verification, Texas Department of Criminal
Justice (TDCJ), Workers Compensation,
Teachers Retirement, and Border State
matches (Louisiana, Oklahoma, and New
Mexico). In the process of investigating
these data matches, action alert notices are
sent to Texas Works staff to reduce or deny
benefits based on household composition,
residence, income, and resource informa-
tion that may affect ongoing benefits. Dur-
ing SFY 2004, 10,138 matches were re-
searched to come up with an average cost
savings of $29.02 per match completed. The
total cost avoidance is the number of recipi-
ent data matches completed x $29.02.

TADS Provider Prepayment Review Proc-
ess

Dollars that are not paid based on the pro-
vider being placed on prepayment review.
Providers on prepayment review must
submit paper claims with supporting
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documentation. The information is then re-

viewed to determine if the service is pay-
able.

WIC
Cost avoidance for WIC investigations is
found by using the following methodology:

e Identify cases where fraud was identi-
fied and the client stopped redeeming
vouchers as a result of being notified of
the investigation;

e Calculate an average amount of re-
deemed vouchers per month from the
most recent three months available for
that WIC participant; and

e Apply that average to the remaining
months of the active certification period
of that client.

Example: Client A stops redeeming vouch-
ers after being notified that an investigation
has identified fraud. Client A has two
months of vouchers that are still active and
does not spend them. The average amount
of vouchers for the previous three months is
$250. The cost avoided for this case would
be $500 (2 months active vouchers X $250
average monthly-redeemed vouchers).

Audit
Cost avoidance results from four types of
audit activities:

¢ Unallowable or incorrectly reported dol-
lars identified and removed from cost

reports that reduce the amounts that
flow into the rate-setting database main-
tained by the HHSC's Rate Analysis De-
partment. These dollars do not repre-
sent amounts that are received, because
providers are paid under a unit-rate
contract. The impact of these avoidance
numbers would be reflected in the unit
rate calculations.

Unallowable costs and incorrect charges
identified during a review of unpaid
contract claims and billings.
Consultation provided to program
management overseeing outside audit
contracts to ensure all appropriate ques-
tioned costs are considered and identi-
ties wasteful practices that can be elimi-
nated in future contracts and expendi-
tures.

Dollars removed from Medicaid outpa-
tient hospital cost reports that reduce
the amounts that flow into the rate-
setting database maintained by Texas
Medicaid Healthcare Partnership
(TMHP). These dollars do not represent
amounts that are recouped, because
providers are paid based upon a cost-to-
charge ratio of Medicaid costs to all
costs. The impact of these avoidance
numbers would be a reduction reflected
in the unit rate calculations used for in-
terim payments to the Hospitals, and a
savings through the time value of
money.
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Key Accomplishments and Recent Developments

Chief Counsel

Chief Counsel

Third Party

Sanctions
Resources

The Office of Chief Counsel provides gen-
eral legal services to OIG rendering advice
and opinions on HHS programs and opera-
tions, and providing all legal support in
OIG’s internal operations. The Office of
Chief Counsel imposes penalties on health
care providers and litigates those actions.
The Office of Chief Counsel includes two
sections: Sanctions and Third Party Re-
sources.

CORF and ORF Recoveries

The Office of Chief Counsel continues to be
actively involved in recovering Medicaid
overpayment dollars identified through au-
dits and reviews of cost reports and cost in-
formation for the following two provider
types—Comprehensive Outpatient Reha-
bilitation Facilities (CORFs) and Outpatient
Rehabilitation Facilities (ORFs). CORFs and
OREFs provide physical, speech and occupa-
tional therapies to Medicaid recipients.

During the last two quarters of this state fis-
cal year, Office of Chief Counsel, in conjunc-
tion with the Sanctions unit, recovered

$2,051,767 from CORFs/ORFs. The total fis-

cal year recovery from these provider types
comprised $6,460,533 of Sanction’s total re-
coveries.

Sanctions

Sanctions is responsible for imposing ad-
ministrative sanctions and/or actions
against health care providers once an inves-
tigation has been completed. This includes
placing providers on payment hold, recov-
ering overpayment dollars, imposing ad-
ministrative penalties, and excluding pro-
viders from the Medicaid program. In addi-
tion, Sanctions provides valuable input on
policy issues important to the Medicaid
program.

Sanctions has worked to strengthen OIG’s
relationship with the State’s Managed Care
Organizations (MCOs) by providing the
MCOs with technical expertise and assis-
tance in identifying and recovering over-
payments. These overpayments have re-
sulted from MCO health care providers’
waste, abuse, or fraud in the Medicaid
managed care program. As part of this ef-
fort, OIG has offered to provide all MCO
Special Investigative Units with the statisti-
cal methodology and extrapolation tool de-
veloped and used by OIG. Use of this tool
should minimize MCO investigative costs,
while maximizing the amount of potential
MCO overpayment recoveries.

Office of Inspector General Semi-Annual Report, March 1, 2006 — August 31, 2006
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Third Party Resources

Third Party Resources (TPR) cost avoidance
and recovery for SFY 2006 exceeded $649
million. This is a $71 million increase over
the previous year and sets another record
for TPR. As aresult of these figures, Texas
continues to be recognized as a national
leader in TPR.

As a result of Senate Bill 1188, 79t Texas
Legislature, Regular Session, 2005, HHSC
continues to lead the country in Pharmacy
Benefit Manager (PBM) data matching con-
tracts. HHSC has PBM agreements in place
with six major PBMs, which will aid in
OIG’s post payment recovery operations
and enhance OIG’s cost avoidance efforts as
Texas moves towards a cost avoidance sys-
tem for Pharmacy. As a result of this
achievement, the HHSC-OIG TPR Manager
has been invited to present Texas” formula
for success at the National Third Party Li-
ability Conference in Orlando, Florida on
September 13, 2006.

In a landmark case concerning Medicaid
coordination of benefits, the Supreme Court
ruled against the Arkansas Department of
Health and Human Services, et al v. Ahlborn,
126 S.Ct 1752 (2006). In summary, the Ahl-
born case limits Medicaid recovery to a
medical portion of a settlement. Histori-
cally, Medicaid would negotiate its portion
for medical expenses from the total case set-
tlement. The implication is that the plain-
tiff’s attorney can now negotiate or discount
the medical portion of the settlement, keep-
ing other damages intact. The resulting im-

pact is that less money is available to the
state to recover medical expenses.

In response to the court ruling, OIG is rec-
ommending specific changes to aid Texas in
combating the potential loss to the state.
Also, OIG has taken proactive counter-
measures to limit the financial impact to
Texas. Specifically, we have documented in
our subrogation and 95-day notice letters
that the state does not authorize any nego-
tiation of the medical expenditures without
prior written notification by the state or its
designee.

The change OIG recommends is for any
third party? to verify with HHSC or its des-
ignee, before dispersing an insurance set-
tlement for medical costs, whether the in-
sured is a Medicaid recipient. If the third
party does not verify and have documenta-
tion of such and it is later determined that
the client was a Medicaid recipient, the in-
surer remains liable for full reimbursement
to Medicaid.

2 Include health insurers, self-insured plans, group
health plans (as defined in section 607(1) of the Em-
ployee Retirement Income Security Act of 1974), ser-
vice benefit plans, managed care organizations,
pharmacy benefit managers, or other parties that are,
by statute, contract, or agreement, legally responsible
for payment of a claim for a health care item or ser-
vice.
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Enforcement Division
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The Enforcement division conducts crimi-
nal, civil, and administrative investigations
of allegations of wrongdoing in HHS pro-
grams or to HHS beneficiaries and of unjust
enrichment by providers. These investiga-
tive efforts lead to criminal convictions,
administrative sanctions, or civil monetary
penalties. The Enforcement division has
three sections: General Investigations;
Medicaid Provider Integrity; and State In-
vestigations Unit.

General Investigations

General Investigations (GI) staff primarily
conducts recipient eligibility fraud investi-
gations in Food Stamp, Temporary Assis-
tance for Needy Families (TANF), Medi-
caid, and the Children’s Health Insurance
Program (CHIP). GI also coordinates and
conducts covert operations involving retail-
ers who illegally exchange Food Stamps for
money. GI units consist of Claims Investi-
gators and/or Field Investigators who estab-
lish overpayments claims for recovery that
returns funds to the state treasury and
agency programs. Fraud investigations are
tiled with local prosecutors or handled
through an administrative disqualification
hearing. Non-fraud investigations are han-
dled for collection only. For SFY 2006,
overpayment claims totaling $15,824,938
were recovered.

GI recoveries were negatively impacted by
several events and factors occurring in SFY
2006. A majority of GI staff began the fiscal
year by stepping out of their role as fraud
investigations to assist the HHSC Hurricane
Katrina relief efforts. Staff at all levels inte-
grated with HHSC eligibility offices and re-
lief shelters to aid Food Stamp and other
benefit assistance certifications for evacuees.
GI staff assisted in Houston, Dallas, Fort
Worth, Arlington, Beaumont, Lufkin, Aus-
tin, San Antonio, Tyler, El Paso, and virtu-
ally all locations where the Louisiana, Mis-
sissippi, and Alabama residents were
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evacuated in Texas. GI staff logged a total of
3,645 hours on hurricane assistance. This
equates to approximately one-month’s pro-
ductivity for 10 percent of the GI workforce
that was lost during the Hurricane Katrina
relief effort in the first quarter of SFY 2006°.

Shortly after the Hurricane Katrina efforts,
GI was once again impacted by a hurricane.
Hurricane Rita impacted GI with numerous
GI offices being closed for varying lengths
of time due to the threat and ultimate land-
fall of Hurricane Rita — from Corpus
Christi north to Houston and into East
Texas. In addition to the initial office clo-
sures, six GI employees in Beaumont and
Lufkin were displaced from their homes for
a month or more. The Beaumont GI office
did not reopen for three weeks following
the hurricane. Once again, the GI staff was
called upon to provide assistance in the cer-
tification of evacuees and operation of the 2-
1-1 call center; however, in this instance the
scope of the involvement by GI was less
than what it was following Hurricane
Katrina.

The September 2005 Semi-Annual Report
described the impact to GI of implementing
“Streamlined Reporting,” an optional pro-
vision of the Federal Farm Security and Ru-
ral Investment Act of 2002. Streamlined
Reporting was implemented in March of
2003 and significantly changed the income
reporting requirements for Food Stamp
households. The result has been a dramatic

3 3,645 hours divided by 40 hours = 91.13 weeks of assistance
divided by 4 weeks = 22.78 staff which equates to 10% of the
GI workforce.

decrease in the number of non-fraud over-
payments being established over the last
three years and a reduction in collections.

During the second half of SFY 2006, GI im-
plemented new initiatives to increase the
number of Food Stamp trafficking investi-
gations. Eleven senior investigators were
named as Food Stamp Trafficking Coordi-
nators in each region to perform Food
Stamp trafficking investigation activities.

GI staff worked closely with HHSC-IT staff
to develop a new automation system. The
Automated System for OIG (ASOIG) will
replace several outdated systems currently
used by GI. During SFY 2006 system re-
quirements were finalized, a prototype was
developed and approved, and program-
ming began. The new system is expected to
be implemented in SFY 2007, and im-
provements in employee productivity are
expected.

Medicaid Provider Integrity

The Medicaid Provider Integrity (MPI) staff
is primarily devoted to the investigation of
provider fraud in the Texas Medicaid Pro-
gram. The 79" Legislature, Regular Session,
2005, approved an exceptional item through
the General Appropriations Act (GAA)
granting an increase in MPI staffing levels
by 16 additional FTE’s. The staffing in-
crease allowed MPI to place investigators in
key areas of the state in order to more effi-
ciently investigate issues related to Medi-
caid waste, abuse, and fraud. In addition to
the Austin headquarters office, MPI now
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has field investigators located in Dallas,
Houston, San Antonio, and Edinburg.

In December 2005, MPI began conducting
criminal history background checks for all
potential Medicaid, Medicaid Managed
Care, and Children with Special Health
Care Needs (CSHCN) Services Program
providers submitting an enrollment appli-
cation through the Texas Medicaid and
Healthcare Partnership (TMHP). Addition-
ally, criminal background checks are per-
formed for any person or business entity
that meets the definition of "indirect owner-
ship interest" as defined in 1 Texas Adminis-
trative Code (TAC) §371.1601 who are apply-
ing to become a Medicaid provider, or who
are applying to obtain a new provider
number or a performing provider number.
Details of these changes were made avail-
able in the January/February 2006 Texas
Medicaid Bulletin, No. 192 and the February
2006 CSHCN Provider Bulletin, No. 57.

From December 2005 through August 2006,
MPI conducted 10,166 criminal history
checks on Medicaid provider applicants and
those under investigation. Of the criminal
history checks conducted, 368 were either
denied or are pending receipt of return in-
formation.

In October 2006, MPI will begin conducting
criminal history checks on all Medicaid
providers currently enrolled through
TMHP, the state’s claims administrator.

For SFY 2006, the number of provider com-
plaints increased significantly from SFY
2005. In SFY 2005, MPI opened 545 cases.

In SFY 2006, MPI opened 800 cases. This re-
flects a 47 percent increase in complaints.
As a result of increased complaints, MPI re-
ferred 256 cases to the Office of Attorney
General’s Medicaid Fraud Control Unit
(OAG-MFCU) for SFY 2006. This reflects a
69 percent increase over the number of
cases referred to OAG-MFCU from SFY
2005.

In accordance with Section 531.113 of the
Government Code, all Managed Care Or-
ganizations (MCQO's) contracting with the
State of Texas are required to adopt a plan
to prevent and reduce waste, abuse, and
fraud and file their plan annually with OIG
for approval. For SFY 2006, OIG realized a
330 percent increase in complaint referrals
from MCQO'’s based on their mandated Spe-
cial Investigative Units (SIU’s).

On March 10, 2006, the Office of Inspector
General (OIG) notified the Health and Hu-
man Services Commission (HHSC) Medi-
caid/CHIP Division regarding problems in
the provider enrollment process adminis-
tered by Texas Medicaid and Healthcare
Partnership (TMHP). Three areas of con-
cern were noted including TMHP’s (1) fail-
ure to verify required licensure information,
(2) failure to check OIG’s open investiga-
tions list, and (3) the erroneous enrollment
of out-of-state providers. TMHP provided a
response to OIG which included several
lists of providers who were issued addi-
tional billing numbers while the providers
were on OIG’s open investigations list. To
date, these “potential inappropriate pay-
ments” total in excess of $32 million. Cur-
rently, the OIG Audit Section is conducting
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an audit of TMHP’s provider enrollment
process with an expected date of comple-
tion in December 2006.

OIG and OAG Interagency Coordination

The United States Department of Health
and Human Services, Office of Inspector
General, approved a staged expansion and
match of federal grant funds to increase the
OAG-MFCU to 208 employees by the end of
SFY 2005. The grant application submitted
for SFY 2006 requested staffing for 215 posi-
tions strategically located around the state.
The OAG-MFCU is currently staffed with
208 employees, including more than 40
commissioned peace officers. Field offices
are open in Dallas, Houston, Lubbock, Ty-
ler, El Paso, McAllen, San Antonio, and
Corpus Christi.

As required by Section 531.104 of the Gov-
ernment Code, the Memorandum of Under-
standing (MOU) between the OAG-MFCU
and OIG was updated and expanded in
November 2003, and continues to ensure
the cooperation and coordination between
the agencies in the detection, investigation,
and prosecution of Medicaid fraud cases.
This MOU has proven beneficial to both
agencies.

The OIG and the OAG have established
guidelines under which provider payment
holds and exclusions from the Medicaid
program are implemented. Timelines and
minimum standards have been established
by the OIG for making referrals between the
OAG-MFCU and the OIG. This has en-
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hanced the timely investigation of poten-
tially fraudulent providers.

The Governor's Executive Order RP-36
dated July 12, 2004, directed all state agen-
cies to establish wide-ranging efforts to de-
tect and eliminate fraud in government
programs. OIG continues to strengthen and
enhance coordinated efforts to execute the
Governor’s directive. OIG and the OAG
recognize the importance of partnership
and regular communication in the coordi-
nated effort to fight fraud and abuse in the
Medicaid program. Thanks to a renewed
cooperative spirit and focused efforts, both
agencies continue to achieve the following:

e Anincreased commitment to promptly
send and/or act upon referrals, accom-
plished by improving turnaround time
in addressing recent referrals, and sys-
tematically revisiting older referrals;

e Regular case presentation meetings ini-
tiated by OIG to introduce critical cases
to OAG-MFCU staff, in order to conduct
parallel investigations;

e Constant communication on cases
through entire staff levels, ensuring all
case resources are shared, and efforts
are not duplicated; and

e Monthly meetings are held between the
appropriate OIG and OAG staff in order
to share case information, including
providing OIG with status updates for
cases referred to OAG-MFCU by OIG.

Periodic planning sessions have occurred to
coordinate case-methodology guidelines
that apply to all cases, regardless of type.
Appendix B, Section III under MPI, contains

12
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three charts which provide the number of
waste, abuse, and/or fraud referrals re-
ceived and sent from MPI between March
2006 and August 2006.

State Investigations Unit

The OIG is restructuring its Enforcement
Division to more efficiently respond to the
expanding number of referrals involving
contractor and vendor fraud involving HHS
agency programs. Effective September 1,
2006, the Internal Affairs Section was
changed to the State Investigations Unit
(SIU). The SIU will retain its current duties
and responsibilities to identify and reduce
fraud, waste, abuse, and misconduct involv-
ing contractors, vendors, service providers,
and employees through independent, fact-
based investigations, reviews, and analyses
in accordance with applicable federal and
state laws.

The SIU is staffed by OIG employees for-
merly assigned to the Enforcement Divi-
sion’s Internal Affairs Section, which in-
cludes the Research and Analysis Unit
Team, Program Investigations Team, Spe-
cial Investigative Response Team, and the
Vital Statistics Team.

As of July 2006, development stages on the
web based, centralized, security driven case
management system for internal affairs in-
vestigations (CMSIA) began. CMSIA will
replace the current stand-alone Microsoft
access computer database approach inher-
ited from legacy agency operations. The
system is being developed by OIG’s TADS
section. Beta testing for deployment will

commence in four to six months and will be
fully operational during SFY 2007.

Once fully operational, the improvements
offered by the new system will include:

e Complaints will be entered by any state
investigations unit staff instead of a sin-
gle intake investigator, decreasing the
time from receipt of a complaint to de-
termination to investigate;

e The system will accept a direct referral
transfer from Waste, Abuse and Fraud
Electronic Reporting System (WAFERS),
which is available to the public as well
as HHS staff, eliminating the need to
manually re-enter complaint informa-
tion;

e Documents can be scanned and inserted
into the electronic case file, eliminating
manual re-entering of information from
hard copy documents;

e Complaints are reviewed and assigned
for investigations on-line by manage-
ment, eliminating the delay in initiating
an investigation, and shipping docu-
ments folders;

e Investigation files are automated per-
mitting real time review and comments
by management;

e Management may encrypt highly sensi-
tive cases with an encryption key, which
increases security while permitting on-
going real time review by selected man-
agers and executive staff holding the
key; and

e Investigative caseload and various man-
agement summary reports will be avail-
able based on a range of selected criteria
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that respond to executive management
requests.

The new system will automate and stan-
dardize most of the investigative logging,
tracking, reporting, and writing tasks.
CMSIA will use the “wizard” approach to
build a case record. That is, the system
guides the user through case screens to cre-
ate a case. This has the added benefit of en-
suring that critical data is not left out of the
information collection process.

The Forensic Research, and Analysis Unit
(FRAU) was created to handle the analysis
of state-owned and leased electronics de-
vices and peripherals associated with alle-
gations of internal waste, abuse, and fraud
received by OIG. The size of FRAU was in-
creased in part to respond to the March
2005 revision of the Human Resources
Manual. The revised policy on the use of
state-owned computer resources and Inter-
net connections was strengthened and stan-
dardized across the HHS Enterprise, and
now requires that incidents of computer
misuse be reported to OIG.

FRAU staff members utilize a new forensic
machine called Forensics Recovery of Evi-
dence Device (FRED SR) to assist with the
anticipated increase in computer misuse re-
ferrals due to the revised policy. FRED SR
is a more advanced forensic workstation
with dual processors, integrated peripheral
support, and increased memory and band-
width. FRED SR, with four-gigahertz proc-
essors, dramatically reduces the time
needed for evidence acquisition and foren-

sic software processes during examinations.

In September 2005, HHSC purchased the
Encase Enterprise system. Encase Enter-
prise is a network-enabled, multi-platform
computer systems solution that enables
immediate response to computer related in-
cidents and thorough analysis of electronic
media.

In August 2006, Executive Commissioner
Hawkins approved full deployment of En-
case Enterprise. Once fully deployed the
Encase Enterprise system will enable IT and
OIG staff to detect, prevent, document, and
examine system breaches that compromise
individual state computers and network
systems. In addition, the Encase Enterprise
system will assist HHSC and its umbrella
agencies with HIPAA security require-
ments.

Full deployment and implementation of En-
case Enterprises across the HHS Enterprise
is anticipated to occur within three to
twelve months. Due to the various agen-
cies’ IT infrastructure, several phases are
required to build/distribute Encase Enter-
prise across the HHS Enterprise.

Upon the full deployment of Encase Enter-
prise and using the existing FRED SR,
FRAU will have latest technology to enable
immediate response to incidents of com-
puter misuse, thorough analysis of elec-
tronic media and evidence collection more
efficiently. Utilizing this system will create
substantial cost savings in staff time, com-
puter down time, and damaged hard
drives.
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The Compliance division reviews providers,
vendors, and contractors to ensure compli—
ance with all state and federal rules, regula-
tions, and guidelines related to payment for
reimbursable services; collects all identified
overpayments for reimbursable services;
educates providers, vendors, and contrac-
tors on submitting accurate information for
reimbursable services; and refers providers,
vendors, and contractors for suspected
waste, abuse, and fraud when appropriate.
The Compliance division has three sections:
Audit, Quality Review, and Technology
Analysis, Development & Support (TADS).

Audit

The Audit section consists of five units:

e Subrecipient Financial Review,
e Medicaid/CHIP Audit,

¢ Outpatient Hospital/MCO

e Contract Audit, and

e Cost Report Review.

The Audit Section has experienced growth
in SFY 2006. The 79* Legislature, Regular
Session, 2005, provided twenty-five new
positions that were used to staff existing
units. An additional fifteen positions were
granted by Executive Commissioner Haw-
kins to staff the Outpatient Hospital/ MCO
Unit. These positions were filled in SFY
2006. The Audit Section filled the vacant
positions that were frozen immediately fol-
lowing the consolidation.

The remainder of SFY 2006 was used to
train new staff, and develop audit processes
and fiscal year 2007 audit plans. The Audit
Section successfully implemented en-
hancements to the existing processes and
incorporated new audit processes during
the fiscal year to achieve its mission.

Audits performed by the Audit Section in-
clude those described in the Government
Auditing Standards, 2003 revision, issued by
the Comptroller General of the United
States (General Accounting Office), often re-

ferred to as Generally Accepted Govern-
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ment Auditing Standards (GAGAS), or the
“Yellow Book.” Policies and procedures are
in place to ensure work meets Yellow Book
standards, including general, fieldwork,
and reporting standards.

Subrecipient Financial Review Unit

The Subrecipient Financial Review Unit
(SFRU) is responsible for Single Audit Desk
Reviews of reports submitted by subrecipi-
ents, quality control reviews of Certified
Public Accountant (CPA) firms who con-
duct single audits of subrecipients, and the
limited-scope audits of subrecipients. The
quality control reviews conducted on the
CPA firms and the limited-scope audits are
based on a risk assessment process, while
desk reviews are conducted on all single
audit reports submitted by subrecipients of
health and human services agencies.

A subrecipient is subject to a single audit
when it receives and expends a minimum of
$500,000 in state and/or federal government
award or financial assistance. The audits
are conducted in accordance with the Single
Audit Act of 1984, and the related amend-
ments of 1996 Office of Management and
Budget (OMB) Circular A-133, Audits of
State, Local Government and Non-Profit Or-
ganizations; and/or State of Texas Single
Audit Circular.

Desk Reviews - The SFRU completed a total
of 804 desk reviews in fiscal year 2006. In
addition to the routine desk reviews, the
SFRU continues to find ways to enhance ac-
countability on waste, abuse, and fraud, by
continually modifying our approach in the
following ways:

e Changing desk review audit programs
to include additional audit steps to
evaluate the subrecipient’s financial
statements, such as developing a tem-
plate for ratio analysis (e.g., calculation
of liquidity ratios, ratio of administra-
tive costs to total expenditures, ratio of
payroll and related costs to total pro-
gram expenditures), and other analyti-
cal considerations that might indicate
evidence of financial hardship or grow-
ing concern. The information provided
by these additional analyses is for-
warded to funding agencies’” program
personnel for monitoring efforts, as they
may indicate instances of waste, abuse,
or fraud.

e Updating the Single Audit Web-Based
System to track all subrecipients subject to
single audit requirements, including “for-
profit” subrecipients and other entities ex-
cluded from OMB Circular A-133 report-
ing requirements. The latest system up-
date provides space to gather information
on the amount of state and federal funds
expended each fiscal year by the subre-
cipients.

e Updating the single audit database to
track desk review deadlines. The updates
allow SFRU to determine the timing for is-
suing reminder letters, delinquent letters,
and/or following-up with subrecipients
who do not comply with contract, grant
agreements, and/or OMB circular A-133
reporting requirements.

e  Working in collaboration with the funding
agencies to ensure all new contracts are
communicated to SFRU for input into the

16 Office of Inspector General Semi-Annual Report, March 1, 2006 — August 31, 2006


http://www.whitehouse.gov/omb/circulars/a133/a133.html
http://www.whitehouse.gov/omb/circulars/a133/a133.html
http://www.whitehouse.gov/omb/circulars/a133/a133.html
http://www.governor.state.tx.us/divisions/stategrants/guidelines/view
http://www.governor.state.tx.us/divisions/stategrants/guidelines/view

HEALTH AND HUMAN SERVICES COMMISSION

single audit database and providing
“read-only” access to the database.

e Collaborating and assisting specific pro-
grams, such as the Special Nutrition Pro-
gram, (i.e., responding to specific inquiries
on technical matters related to OMB Cir-
cular A-133 reporting requirements, State
of Texas Single Audit Circular, or interac-
tions with external auditors).

e Working with the KPMG auditors in their
fieldwork of the Statewide Audit (page
248) of SFY 2005 issued by HHSC to
subrecipeints for compliance with OMB
Circular A-133 reporting requirements.
There are no findings regarding OIG’s
single audit reviews of the subrecipient
reports. In addition, this unit was instru-
mental in resolving prior audit findings
regarding insufficient monitoring efforts
of subrecipients.*

Quality Control Reviews - The Single Audit
Unit completed its risk assessment in June
2005, from which it developed an audit plan
for the quality control review of selected
CPA Firms for SFY 2006. The 67 initially
planned quality control reviews of CPA

4 Report number 03-434 pg. 104 (State of Texas Federal Por-
tion of Statewide Single Audit Report for the Fiscal Year End
August 31, 2002 (A Report by KPMG, LLP); finding number
03-21), issued April 30, 2003.

Report number 04-029 (An Audit Report on Texas Depart-
ment of Health Monitoring of Program Service Contractors’
Financial Operations), issued April 26, 2004.

Report number 05-319 (State of Texas Federal Portion of
Statewide Single Audit Report for the Fiscal Year End Au-
gust 31, 2004 (A Report by KPMG, LLP); finding number 05-
20), issued March 29, 2005.

tirms located across the state of Texas for
SFY 2006 were increased to 85. For future
use, SFRU developed a Methodology Man-
ual/Package covering the risk assessment
process, documented the population and lo-
cation of the CPA firms identified in the
plan, and presented the overall approach
used in performing the quality control risk
assessment. Fieldwork for all 85 quality
control reviews of CPA firms is complete.
Reports for 16 quality control reviews were
issued in SFY 2006. The remaining 69 re-
ports will be released in SFY 2007.

The objective of a quality control review is
to determine whether the selected CPA
tirms conducted the single audit of subre-
cipients in accordance with standards and
other requirements set forth in the Yellow
Book and/or OMB Circular A-133 — report-
ing requirements. To implement this pro-
gram, OIG hired six new auditors.

Limited Scope Audit - This function of the
SFRU is still in discovery stage. The risk as-
sessment for this area was started and is on-
going. During this process, OIG plans to
determine the amount of resources needed
to proceed with the related responsibilities.
The purpose of the limited scope audit is to
audit subrecipients having the highest risk
of non-compliance with the single audit re-
quirements, quality control reviews, or
monitoring requirements conducted by the
funding agencies. The limited scope audit
is designed to review both financial and
non-financial information reported by
subrecipients, and will be accomplished by
conducting on-site audits of the subrecipi-
ents.
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Medicaid/CHIP Audit Unit

In the six months ending August 31, 2006,
the Medicaid/CHIP Audit Unit has under-
gone significant changes. As previously re-
ported, this unit received authorization for
27 auditors in this fiscal year and during
this period. The unit recruited the remain-
ing positions and trained all of the new
auditors to carry out audits as three: the
Medicaid and CHIP audit team, the Infor-
mation Technologies (IT) audit team, and
Outpatient team. Due to the size and scope
of the Medicaid Outpatient Hospital cost
report project undertaken this fiscal year,
the 15 positions in the Outpatient team were
organized into a separate unit, the Outpa-
tient Hospital/MCO Unit.

The Medicaid/CHIP Audit unit is carrying
out audits of the Medicaid claims adminis-
trator contract, and the Texas Medicaid
Administrative Services (TMAS) contract. It
also initiated a close out audit of the risk
stabilization reserve (RSR) maintained by
National Heritage Insurance Company
(NHIC) during its contract as the Medicaid
claims administrator in accordance with
Rider 16°. Additionally, the IT audit team is
currently working on an audit of the newly
contracted Vendor Drug system.

Outpatient Hospital/MCO Unit

The Executive Commissioner allocated 15
positions to the OIG Audit section in SFY
2006 to address a gap in the Medicaid pro-
gram regarding the cost containment audit

5 General Appropriations Act, HHSC Bill Pattern,
Rider 16, 79" Legislature, Regular Session, 2005.

of Medicaid outpatient hospital costs. The
Medicaid outpatient hospital program is the
last cost-based reimbursement element in
the Medicaid program. Medicaid outpa-
tient hospital costs had been settled without
audit since SFY 2001 when Medicare, which
had provided audit coverage as the Medi-
caid Outpatient Hospital costs are reported
on the Medicare Cost Reports, changed
from a cost-based reimbursement system to
a prospective payment system (PPS) and
discontinued its in-depth audits of these
cost reports.

As discussed earlier, these positions were
originally organized as a team within the
Medicaid/CHIP Audit Unit. This unit has
undertaken an ambitious statewide initia-
tive involving the audits of Medicaid Out-
patient Hospital Cost included in Medicare
Cost Reports for the past four years. Hav-
ing completed development of an audit
methodology for these cost reports, the unit
began fieldwork on the initial round of au-
dits and is continuing to identify facilities to
be audited through an on-going risk as-
sessment process.

Contract Audit

The Contract Audit Unit (CAU) provides
audit coverage for all HHS contracts other
than TMAS and subrecipient contracts.

To ensure needs and resources are balanced
and the greatest impact and customer value
is provided, an audit plan is being finalized
based on a risk assessment that looks at cur-
rent and past contracts within a given time
period. Risk criteria along with external
and internal business risks and auditor
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judgment will be used to identify those con-
tracts with the greatest risk. A risk assess-
ment for the Vendor Drug Program was
completed.

Contracts included in the risk assessments
include nursing home and hospice care,
community care services, nutrition assis-
tance, childcare, foster care, programs for
the elderly, the Vendor Drug program, and
various consulting and professional service
contracts.

Audits are performed to ensure program
funds are properly used to provide con-
tracted services to eligible recipients, ensure
recipient funds are adequately managed,
and serve as a deterrent to abuse and fraud
within the program.

The objectives of contract audits include:

e Compliance with federal and state laws,
regulations, and rules;

e Final contract cost (cost settlement and
close-out audits);

e Specific procedures performed on a sub-
ject matter (agreed upon procedures);

e The extent to which legislative, regula-
tory, or organizational goals and objec-
tives are being achieved;

e  Whether sound procurement practices
are being followed; and

e Other audit objectives necessitated by
the nature of the contracts.

Work performed in SFY 2006 by the CAU
includes:

e Issuance of a final report on an attesta-
tion examination conducted on a long-
term care provider that has potential re-
coupment of $283,705 in overpayments;

e Development of the audit program and
process to conduct performance audits
of pharmacies participating in the Ven-
dor Drug Program. Vendor Drug
pharmacy audits will begin in SFY 2007;

e Completion of 43 audits of Intermediate
Care Facilities for Mental Retardation
(ICF/MR). The CAU conducts ICF/MR
audits as mandated in 40 TAC §§ 9.219
through 9.269 related to provider reim-
bursement and client trust funds; and

e Revisions to the ICF/MR audit process
needed to conform to Yellow Book
standards.

Cost Report Review Unit

The Cost Report Review Unit (CRRU) com-
pletes onsite field audits and in-house desk
reviews of reports®. Desk reviews of pro-
vider cost reports are conducted to ensure
that the financial and statistical information
submitted in the cost reports conforms to all
applicable rules and instructions. Unallow-
able costs are removed from the cost report
and from the HHSC database used to de-
termine the provider reimbursement rates.

The majority of CRRU work consists of
technical desk reviews of provider cost re-
ports to ensure the accuracy and integrity of
statistical and financial information re-
ported and costs are in accordance with
program rules and regulations. The selec-

¢ TAC, Title 1, Part 15, Chapter 355, Subchapters D and F
mandate Medicaid provider cost report and field audits.
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tion is currently based on a risk assessment
analysis performed by the HHSC Rate
Analysis Division (RAD). Unallowable
costs identified in the desk reviews and
field audits are removed from the cost re-
ports. Cost avoidance savings are gener-
ated by the removal of these costs, resulting
in lower reimbursement rates. RAD uses
adjusted statistical and financial informa-
tion to recommend future reimbursement
rates for program services to the Texas Leg-
islature.

CRRU uses TeamMate software to perform
and maintain audit working papers in an
electronic format. Field audits are per-
formed in accordance with Generally Ac-
cepted Governmental Auditing Standards.

A large percentage of community care pro-
viders and nursing facilities participate in
the Direct Care Staff Rate program and re-
ceive enhanced funding for the provision of
direct care services to Medicaid clients. The
participating providers are required to
complete and submit an Annual Staffing
and Compensation Report. RAD may re-
cover overpayments based on audit adjust-
ments made to these cost reports.

Both ICF/MR and Home and Community
Based Service programs for mentally re-
tarded individuals are required to spend at
least 90 percent of the reimbursement rate
for direct care services to Medicaid clients.
RAD may recover a portion of the rate
component from a Medicaid provider fail-
ing to meet this spending requirement.
CRRU performs desk reviews and field au-
dits on the cost reports submitted by these

providers. Adjustments to the reported di-
rect care cost often result in RAD recovering
additional funds from the providers. CRRU
conducts investigative audits in conjunction
with OIG’s Medicaid Provider Integrity sec-
tion to facilitate recoveries of funds or aid in
the prosecution of providers who may have
committed fraud.

Other Audit Section Activities

In addition to its regular functions, the Au-
dit section continues to participate in the
following HHSC Workgroups:

e HHS Contract Administration and Track-
ing System (HCATS) Workgroup — par-
ticipation includes providing user in-
formation for system development and
the single audit processes and database.
The single audit database developed by
OIG will be the primary source of
subrecipient data for the single audit
module in HCATS.

e Contractor Risk Assessment Workgroup —
participation included providing techni-
cal knowledge and information to de-
velop a recommended guide for use
throughout the HHS enterprise by those
involved in any phase of the contracting
cycle to conceptualize, develop, and im-
plement appropriate and useful con-
tracting risk management methodolo-
gies. The guide addresses several cate-
gories of contract types and the nine
contracting life-cycle phases included in
the HHS Contracting Process and Pro-
cedures Manual.

e Senate Bill 1188 Reporting Module —in
compliance with Senate Bill 1188, 79t
Legislature, Regular Session, 2005, the
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Audit section implemented a new re-
porting module governing all investiga-
tions and audits conducted within the
scope of the bill including required re-
ports.”

Non-Audit Services

Non-audit services generally differ from
audits in that auditors may perform tasks
requested by management that directly
support the entity's operations or provide
information or data to a requesting party
without providing verification, analysis, or
evaluation of the information or data.
These services may or may not result in the
issuance of a report.

For example, in September 2005 the Medi-
caid/CHIP Audit Unit assisted Medi-
caid/CHIP contract management to identify
the appropriate disposition of contract costs
arising from NHIC's restatement of its con-
tract cost settlement statements for SFY 2003
and partial SFY 2004 years. These costs
were not originally identified in connection
with Davila Buschhorn’s audit of these con-
tracts; therefore, they were not subject to the
prior settlement agreement between NHIC
and HHSC. As a result, Medicaid/CHIP
Audit and Contract Management staff
found that, NHIC owed HHSC $260,000 for
excess costs charged to the contract for these
years. We recommended, (1) denying the
request to offset these amounts against the
settlement funds, and (2) demanding im-

7 SB 1188, passed by the 79t Legislature, Regular Session,
2005, directed HHSC to make a number of reforms to
streamline the administration of, maximize funding for, im-
prove recipient outcomes in, and increase the cost effective-
ness of the Medicaid program.

mediate repayment. Medicaid program
management and HHSC legal counsel later
concurred with OIG’s position.

Beginning in March 2006, the Director of
Audit served as the contact for the State
Auditor’s Office during its audit of OIG.
The Director, along with the SFRU Man-
ager, facilitated the audit process between
the State Auditor’s Office and all OIG units.

Quality Review

The Quality Review section consists of four
units:

e Limited Program;

e Managed Care Organization Special In-
vestigative Unit (MCO-SIU);

e Utilization Review (UR); and

e WIC Vendor Monitoring.

Limited Program

To prevent the inappropriate use of medical
services and to promote quality of care, the
Medicaid Program may restrict a Medicaid
recipient to designated providers, through
the Limited Program. The Limited Program
assigns selected recipients to designated
primary care providers and/or pharmacies.
Recipients are assigned a designated pro-
vider when:

e The recipients receive duplicative, ex-
cessive, contraindicated, or conflicting
health care services including drugs; or

e Review indicates abuse, misuse, or sus-
pected fraudulent actions related to
Medicaid benefits and services.
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Although recipients are limited to a primary
care provider and/or pharmacy, the partici-
pation of the provider and/or pharmacy is
voluntary.

The Limited Program also refers cases of al-
leged Medicaid and Children’s Health In-
surance Program (CHIP) recipient waste,
abuse, and fraud to OIG’s General Investi-
gation’s (GI) section.

The Limited Program has been and contin-
ues to be impacted by implementation of
new automation systems, including the
Texas Integrated Eligibility Redesign Sys-
tem (TIERS) and the Vendor Drug claims
processing system. Issues related to system
access, configuration, and data reporting
continuously hamper staft’s ability to con-
duct accurate research and analysis.

The Limited Program staff works in con-
junction with GI and OIG’s Business Analy-
sis Support Services (BASS) to address sys-
tem issues.

MCO-SIU

In accordance with Section 531.113 of the
Government Code, a Managed Care Or-
ganization (MCO) contracting with the state
of Texas for the provision of health care ser-
vices to individuals under government-
funded programs must establish and main-
tain a special investigative unit (SIU) for the
purpose of investigating fraudulent claims
and other types of program abuse by recipi-
ent and providers. Section 531.113 also re-
quires each MCO to develop a plan to pre-
vent and reduce waste, abuse, and fraud.
The plan must be submitted annually to the
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OIG for approval as long as the MCO is
contracted with the State of Texas. The plan
must be submitted 60 days prior of the state
fiscal year end. As of July 2006, 18 MCOs
were contracted with the State of Texas.
Each of the MCOs submitted their plan for
preventing and reducing waste, abuse, and
fraud to OIG. All 18 plans have been ap-
proved.

During the second half of SFY 2006, OIG
has continued to conduct quarterly meet-
ings with the contracted MCOs to:

e Provide information about provider and
member waste, abuse, and fraud:

e Provide training on investigating and
referring cases to OIG;

e Strengthen coordination efforts; and

¢ Enhance the quality of detection, inves-
tigation, and reporting of possible acts
of waste, abuse, and fraud.

Utilization Review

The Utilization Review (UR) unit conducts
reviews of nursing facility assessment forms
and inpatient hospital claims to validate
compliance with state and federal regula-
tions. Reviews are conducted by registered
nurses in 15 regional and satellite offices
throughout the state.

Nursing Facility Utilization

Nursing facilities receive Medicaid pay-
ments based on the Texas Index of Level of
Effort (TILE) classification system. The sys-
tem is defined in terms of the recipient’s
condition, functional performance in activi-
ties of daily living, and level of staff inter-
vention. Nursing facilities submit an as-
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sessment form indicating the level of effort
required by the nursing facility to care for
the recipient.

UR nurses conduct reviews to validate the
accuracy of the forms submitted by the
nursing facilities by reviewing the clinical
record and observing recipients in the facil-
ity. On-site reviews are unannounced and
are conducted at a minimum of once every
16 months.

In 2003, UR identified continued non-
compliance of inappropriate TILE assess-
ment and billing. To address the issue, in
August 2004, UR implemented new rules.
Under the revised rules, if a facility's error
rate at the initial visit is 25 percent or
greater, a return visit is conducted in seven
to nine months. If a facility's error rate at
the return visit is 20 percent or greater,
vendor payment hold may be initiated.
OIG informs the Department of Aging and
Disability Services of all potential vendor
holds to ensure such action will not affect
the care of the residents. The revised rules
also direct nursing facility compliance with
certification requirements attesting to the
validity of the assessment form. Continued
non-compliance results in a decreased TILE
payment.

The nursing facility TILE review process in-
corporates:

e Facility staff education;

e Opportunity for informal reconsidera-
tion of any TILE change;

e Facility’s right to an administrative
hearing;

¢ Initiation of vendor payment hold for
continued non-compliance;

e Timely release of the facility from Ven-
dor Payment Hold once compliance is
established; and

¢ Recommendation for contract termina-
tion for failure to achieve compliance.

Total recoveries from nursing facility re-
views for the second half of SFY 2006 were
$8,008,308. The details can be found in Ap-
pendix B, Section III.

Between March 1, 2006 and August 31,
2006, UR conducted 543 TILE reviews at
nursing facilities:

e 39 nursing facilities were placed on
Vendor Payment Hold;

e 40 nursing facilities were released from
Vendor Payment Hold; and

e Zero nursing facilities remained on
Vendor Payment Hold

Hospital Utilization Reviews

UR also conducts reviews of inpatient hos-
pital claims for fee-for-service Medicaid re-
cipients including medical necessity, Diag-
nosis Related Group (DRG) validation, and
quality of care. The process involves a
quarterly sample of inpatient hospital paid
claims. Registered Nurses conduct both on-
site and mail in reviews. Final determina-
tions are made by HHSC contracted Physi-
cian consultants.

Total recoveries from Hospital reviews for
the second half of SFY 2006 were $6,277,040.
The details can be found in Appendix B,
Section III. During this time period, UR
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conducted 117 on site reviews and 375 mail-
in reviews.

In 2005, UR contracted with Navigant Con-
sulting, Inc., to perform analysis of DRG
claim data to identify the most potentially
error prone DRGs and associated claims.
The reproducible methodology enhances
the quarterly sampling process. UR staff
identified an additional 434 claims in the
second half of SFY06 for adjustment / re-
covery as a result of the new methodology.
Due to delays in the claims processing re-
quirements, only 22 of the 434 claims have
been finalized for this time frame. The 22
adjusted claims resulted in $50,814 being re-
turned to the Medicaid program. It is an-
ticipated the additional 412 claims will in-
crease the recovery dollars.

WIC Vendor Monitoring

The Women, Infant and Children (WIC)
Program serves to safeguard the health of
low-income women, infants, and children
up to age five who are at nutritional risk by
providing nutritious food to supplement di-
ets, information on healthy eating, and re-
ferrals for health care.

To streamline and improve the delivery of
benefits to Texas WIC recipients, the Food
Issuance and Redemption Services Section
of the WIC Program at the Department of
State Health Service (DSHS) developed the
Electronic Benefits Transfer (EBT) System in
conjunction with authorized grocer-
vendors, consumer advocates, local agency
personnel, and WIC participants. The pur-
pose of the system is to improve the proc-
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essing of WIC information throughout the
state.

The EBT system currently operates in 104
counties in Texas. The purpose of the EBT
card is: 1) to provide WIC recipients with a
portable health record, and 2) to facilitate
sharing recipient demographic, clinical, and
financial information among various health-
care programs within the constraints of con-
fidentiality.

OIG WIC Vendor Monitors are testing the
new EBT System as it rolls out to various
counties and are providing feedback to
DSHS regarding the performance and accu-
racy of the system. The WIC Vendor Moni-
tors continue to perform on-site evaluations
and compliance buys to ensure that WIC
vendors are in compliance with federal and
state statutes regarding the WIC Program.

Technology Analysis, Development
and Support

The Technology Analysis, Development
and Support (TADS) section is responsible
for directing and monitoring the develop-
ment, implementation, and coordination of
policies and procedures encompassing OIG
information technology systems. TADS is
also responsible for working the results of
the MFADS generated targeted queries and
models. This section also provides over-
sight and direction on cases identified by
the Medicaid claims administrator, ACS-
TMHP, through the federally required Sur-
veillance and Utilization Review Subsystem
(SURS).
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During this time period, TADS staff was in-
volved in several technology developments.
These include:

Create a secure environment for OIG

data and applications - OIG has made

strides in adding network security and

controls by:

» Obtaining Hardware Firewalls and
switches; and

» Implementing a .NET architecture to
create better, adaptable, and secure
applications through an internal
Web accessible portal.

With the addition of this type of architec-
ture, OIG has been proactive in preventing
intrusion and un-authorized access to sensi-
tive OIG data and applications.

Migration of OIG servers and applica-
tions from HHSC to OIG - (Still ongo-
ing) OIG will be better able to consoli-
date data, application management,
systems security, and disaster recovery
processes and procedures locally that
were previously outside of OIG’s con-
trol. In addition, the planned migration
of ASOIG to the Braker I computer room
provides OIG with additional security
and the consolidation of sensitive data
and access controls.
Development and deployment of the
OIG portal homepage - This is the offi-
cial homepage for the OIG employees.
> This site provides a central access
point to all future applications and
allows developers to deploy a
quicker, more secure application;
and
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» TADS staff are currently working on
a Report Manager, Security Man-
ager, and File Manager to imple-
ment into this new, more powerful
portal system.

Development and deployment of an in-

ternal project request application that is

accessed via the OIG portal - This appli-
cation will be used by designated OIG

staff to request TADS assistance with :
» Building applications (Windows or
web-based applications / forms / re-
ports);

Purchasing hardware; and

Purchasing software.

>
>
Development of the Case Assistance
Request System (CARS) for OIG’s Case
Analysis and Special Operations
(CASO) section - This application allows
anyone in OIG to electronically submit a
Case Assistance Request to the Case
Analysis and Special Operations unit.
Development and internal testing of
Phase I of the State Investigations Unit
case management system — It is a web-
based, centralized, security-driven case
management system to streamline the
current State Investigations Unit paper-
based operation.
Development of the OIG Secured Issue
Management System — This application
gives OIG staff an extendable, flexible
and scalable web application that:
» Tracks various forms of communica-
tions, including:

0 External Inquiries

0 Legislation

0 Legislative Inquiries

0 Projects

0 Open Records Requests
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0 Commissioner Requests
0 Agreements

> Ability to restrict viewing / editing /
deleting individual communication
threads; and

» Produce Management Reports.

TADS reported recoveries for this period
show a negative amount for the third quar-
ter. TADS previously reported during SFY
2005 a little over one million dollars in re-
coveries based on a targeted query run in
the Medicaid Fraud and Abuse Detection
System (MFADS) that identified dental pro-
viders that received Medicaid payments for
services rendered during the time that their
dental license was in a delinquent status

due to non-payment of the renewal fee to
the Texas State Board of Dental Examiners.
However, it was subsequently determined
that the Board’s process for informing den-
tists that their license was in a delinquent
status and that they were not allowed to
perform dental services during this time
was factually and legally insufficient. Based
on these new findings, Brian Flood, HHSC
Inspector General, decided that this licen-
sure violation would not be pursued. He
required TADS staff to stop action on all of
the cases, identify monies that had already
been recovered and repay those monies to
the providers at state expense. During the
third and fourth quarters of this year,
$1,365,905 was repaid.
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Communications and Governmental Affairs

The Communications and Governmental
Affairs division is structured according to
the Association of Inspectors General’s
Principles and Standards for Offices of In-
spector General (Green Book standards).
This function adheres to the following Green
Book core competencies:

1. Keep appropriate officials, legislative
bodies, and the public properly in-
formed of OIG’s activities, findings, rec-
ommendations, and accomplishments as
consistent with OIG’s legal authority
and confidentiality requirements;

2. Respond to requests for information
from legislative bodies, other agencies,
and organizations;

3. Review and report on legislation and
regulations impacting OIG activities to
ensure that the public interest is pro-
tected without imposing unnecessary
burdens;

4. Maintain a flexible strategic planning
system to meet the needs and priorities
of federal and state legislative bodies,
and other appropriate agencies;

5. Foster balanced reporting of public
management issues; and

6. Coordinate communication and collabo-
ration with appropriate governmental
and public entities and make recom-
mendations to improve preventative
and cost-savings initiatives.

Flood Testifies before United States
Senate

U.S. Senator Tom Coburn requested Inspec-
tor General Brian Flood to appear as a fraud
subject matter expert on March 28, 2006,
before the U.S. Senate Subcommittee on
Federal Financial Management,
Government Information, and International
Security of the Committee on Homeland
Security and Government Affairs. The
hearing, “Bolstering the Safety Net:
Eliminating Medicaid Fraud,” was held to
examine the current infrastructure and
challenges for the Medicaid program as
well as to determine the efficacy of the
tracking system for improper spending and

fraud at the federal and state levels.

Also testifying were Leslie G. Aronovitz of
the Government Accountability Office
(GAO), Inspector General Daniel R.
Levinson of the U.S. Department of Health
and Human Services, and Dennis Smith of
the Centers for Medicaid and Medicare
Services (CMS).

Their testimony emphasized that the
essential elements of a successful fraud and
abuse program include partnerships with
other government enforcement agencies,
enhanced third- party recoupment efforts,
deployment of technology, and recruitment
of people.

Recent GAO and CMS reviews of states
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found a wide variance in program
sophistication and ability to address waste,
abuse, and fraud. Texas is on the high end
for performance, technology, and
innovations to control spending and ensure
proper payments. Mr. Flood attributed
Texas” success to OIG’s people and
technology. Chairman Coburn
complimented the Texas Office of Inspector
General, describing it as the national
example for success.

OIG Activities Featured in Five Na-
tional Trade Publications

OIG has worked hard to develop an
organization committed to fighting fraud,
waste, and abuse in Texas’s health and
human services programs. We have
demonstrated that balancing partnership
and accountability is the key to achieving
the greatest rate of return for effort spent.
Several recent articles favorable to Texas
and a sharp review of New York’s Medicaid
Integrity Program by the Centers for
Medicare and Medicaid Services (CMS)
support this approach.

Reporting on OIG’s successful anti-fraud
strategies are the June 2006 issues of the
National White Collar Crime Center’s
(NW3C) Informant, the Health Care
Compliance Association’s (HCCA)
Compliance Today, Atlantic Information
Services’ (AIS) Report on Medicare
Compliance, CCH Journal of Healthcare
Compliance July-August 2006, and KPMG's
Health Care Insider (HCI). In these articles,
Inspector General Brian Flood promotes
front-end partnerships with health policy
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and information technology experts
involved in the Texas Health Analytics
Information Technology (TxHASIT) project;
the provider community through training
seminars on Medicaid policy and billing;
the federal government; and state
governmental bodies (see Appendix D for
Compliance Today article).

The AIS article notes the pressure states are
feeling from the federal government to
reduce payment error rates under the
Improper Payments Information Act of
2002and to enact state versions of the
federal False Claims Act under the Deficit
Reduction Act (DRA) of 2005. Among other
things, the DRA establishes a CMS
Medicaid Integrity Program to oversee the
propriety of state Medicaid expenditures.

CMS recently criticized New York’s
Medicaid integrity in CMS” Review of
Program Integrity Procedures Final Report
— State of New York, issued in May 2006.
Articles published by the Associated Press
and the New York Times on June 6, 2006,
highlight the report’s harsh findings in four
areas of enforcement and post-payment
oversight, including “in adequate staffing,
diminished audit collections, insufficient
provider sanction activity, and insufficient
referrals to the Medicaid Fraud Control
Unit.” Prior to recent hearings in the New
York Senate, the state focused their
resources on controls to prevent fraudulent
claims on the front-end. “While it is
important to have an effective front-end
effort, it is equally important to maintain an
aggressive recovery program,” the CMS
report states. “Employing the less
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aggressive approach of education versus
enforcement may explain why New York’s
audit program appears to be less effective
than in the past.”

By creating an independent oversight of
Medicaid integrity, Texas anticipated and
mitigated many of the shortfalls addressed
in the CMS report on New York. OIG has
improved the effectiveness of Texas’s
Medicaid integrity program, as evidenced
by $428.5 million in cost recoveries and
$362.5 million in improper claims avoided
for SFY 2005.

Helping Other States

Governor Perry’s vision for accountability
in state government, which he presented in
a speech to the Texas Association of Broad-
casters on February 03, 2005 (see Appendix
D), included the creation of Inspector Gen-
eral positions at large state agencies to en-
sure ethics and public integrity within a
statewide, taxpayer-funded program. Since
its creation in 2003, OIG has transformed
into a modern investigative arm with exten-
sive expertise and diverse resources capable
of successfully targeting waste, abuse, and
fraud, and reducing inappropriate or unjus-
tified program expenditures. With this suc-
cess, OIG is swiftly becoming the nationally
recognized model for other states to emu-
late. OIG is soundly committed to assisting
them with their Medicaid abuse and fraud
reduction programs.

Communications and Governmental Affairs
activities have expanded to include detailed
information sharing with other states in-

quiring about best practices for structuring
an independent Office of Inspector General.
Based upon requests from other states re-
garding our methodologies for calculating
statistics on recoveries, cost avoidances, and
cost savings, OIG now includes this meth-
odology in every semi-annual report.

Texas’ standing as the national model for
other states” Medicaid fraud prevention
programs was reinforced by the New York
Senate’s March 14, 2006, press release
announcing the passage of New York’s
Medicaid Fraud Prevention and Recovery
Act of 2006. Senate Majority Leader Bruno’s
press release dated March 14, 2006, stated:

“The comprehensive Senate Medicaid fraud
plan was developed after statewide public
hearings held by the Senate Medicaid Re-
form Task Force. At the hearings, the task
force received input and suggestions from
people in the health care industry and the
law enforcement community on what could
be done to strengthen the state's efforts to
detect and prevent Medicaid fraud.”

“Among those who testified at the hearings
was Texas Health and Human Services
Commission Inspector General Brian Flood,
who spoke about the remarkable results of
Texas Medicaid fraud plan, upon which the
Senate plan is modeled. Brian Flood will dis-
cuss New York's legislation as a model for
state level efforts to fight Medicaid fraud
when he testifies before the United States
Senate.” (See Appendix D).

In a March 14, 2006, article on the same is-
sue regarding the New York Medicaid legis-
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lation, the North Country Gazette stated,
“Among those who testified at the hearings
was Texas Health and Human Services
Commission Inspector General Brian Flood,
who spoke about the remarkable results of
Texas Medicaid fraud plan, upon which the
Senate plan is modeled. Brian Flood will
discuss New York's legislation as a model
for state level efforts to fight Medicaid fraud
when he testifies before the United States
Senate.”

The North Country Gazette went on to
describe the new law as “the toughest, most
comprehensive plan to combat Medicaid
fraud in the United States.” Both
publications described New York’s
legislation as “similar to reforms enacted in
Texas, which provided immediate results,”
and that “[a]pplying the results in Texas to
New York’s $46 billion Medicaid program,
would result in an annual savings of $2.3
billion for the program and provide relief
for State and local taxpayers.”

Mr. Flood, who serves on the boards of the
National White Collar Crime Center, Na-
tional Insurance Crime Bureau, and Asso-
ciation of Inspectors General, has been con-
tacted as a subject matter expert on Medi-
caid fraud to assist improving system effi-
ciencies by other states, including: Arkan-
sas, New Jersey, Missouri, Kansas, Florida,
Georgia, Maryland, and Pennsylvania. In
Missouri, the same department that pays
out more than $5 billion a year in medical
bills is also responsible for monitoring those
expenditures to detect fraud or unnecessary
billings. Mr. Flood testified that enforce-
ment improved when Texas separated those
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two functions and put all its enforcement
activities into one office. The management
culture of those who process payments con-
flicted with the need for aggressive en-
forcement, he told lawmakers.

Florida AHCA and AG-MFCU Visit

On May 15-17, 2006, OIG hosted a
delegation from the Florida Agency for
Health Care Administration (AHCA) and
the Florida Attorney General (AG)
Medicaid Fraud Control Unit (MFCU).
Florida had heard positive feedback about
Texas’ efforts to monitor Medicaid fraud
and abuse. Inspector General Flood and
staff from OIG’s MCO-SIU, TADS, General
Investigations, Chief Counsel, and Case
Analysis & Special Operations provided
functional overviews, success stories, and
lessons learned. Medicaid/CHIP staff also
participated in a discussion relating to
managed care, including contract
requirements, collection and use of
encounter data, and how managed care
capitation rates are set.

Georgia Office of Inspector General Visit
On July 17, 2006, Georgia Department of
Community Health Inspector General Doug
Coburn visited OIG headquarters to gather
best practices information on organizational
structure, TXHASIT collaborative project
with UTD, policy change procedures, fraud
investigations, computer algorithms to
identify aberrant patterns, and calculation
methodologies for cost savings.
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CMS Unveils Plan to Take
Medicaid Enforcement to a New
Level

As a result of the recent enactment of the
Deficit Reduction Act of 2005 (DRA), Title
VI, signed by the President on February 8,
2006, Public Law 109-171, OIG’s extensive
information sharing has expanded to in-
clude inquiries for DRA subject matter ex-
pertise as well as state impact analysis from
industry fraud and compliance associations,
law enforcement entities, as well as national
health care associations.

On July 18, the Center for Medicare &
Medicaid Services (CMS) unveiled a
sweeping proposal for implementing the
Medicaid Integrity Program (MIP)
mandated by the Deficit Reduction Act of
2005 (DRA). MIP and its corresponding
five-year Comprehensive Medicaid
Integrity Plan (CMIP) is “CMS’s first
national strategy to combat fraud and abuse
in the 41-year history of the Medicaid
program.”

In their initial CMIP, MIP very broadly
describes its statutory requirements,
philosophy, implementation, strategies, and
organizational resources, including the use
of contractors “to review the actions of
those seeking payment from Medicaid,
conduct audits, identify overpayments and
educate providers and others on program
integrity and quality of care.” To fund the
new initiative, Congress appropriated $55
million for federal fiscal years (FFY) 2006-
2008 and $75 million for each subsequent
FFY. In addition, 100 new staff will be
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assigned to the MIP.

Under the Center for Medicaid and State
Operations (CMSO), MIP will oversee state
program integrity activities and provide
training and technical assistance to the
states to combat Medicaid fraud and abuse.
The CMIP focuses on the “four key
principles of leadership, accountability,
collaboration, and flexibility.”

Concerns about the inherent conflicts that
exist between MIP’s duties of exercising
oversight and providing technical assistance
have been raised in consultations with
interested parties. MIP’s predecessor, the
Medicaid Alliance for Program Safeguards
(MAPS), balanced its roles by assigning staff
from different geographic areas to state
program integrity reviews. MIP plans to
use a model similar to that of its
predecessor to conduct state program
integrity reviews.

According to CMS, MIP will serve as a
“bully pulpit” to encourage states and
Medicaid providers to enhance their
program integrity activities and act as a
regulator to enforce “reasonable
requirements.” The MIP, is expected to
significantly impact many Medicaid
providers and will result in an increase of
four activities including:

1. Review actions of providers to
determine whether fraud, waste, or
abuse has occurred, is likely to occur, or
whether such actions have any potential
for resulting in an expenditure of funds
in a manner which is not intended,
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2. Audit claims for payment for services
provided, including audits of cost
reports, consulting contracts, and
certain risk contracts,

3. Identify overpayments, and

4. Educate providers with respect to
payment integrity and quality of care.

The initial CMIP states that MIP will utilize
several strategies to ensure the program'’s
success. These strategies consist of
collaborating with various internal and
external partners, including state program
integrity units and federal and state law
enforcement agencies, consulting with
interested parties during plan development
and employing evidence-based planning to
identify vulnerabilities within the Medicaid
program. CMS has already met with
representatives from the:

e Department of Justice

e Federal Bureau of Investigation

e Government Accountability Office

e Office of Inspector General for the
Department of Health & Human
Services

e National Association of State Medicaid
Directors

o National Association of Surveillance &
Utilization Review Officials

e Medicaid Fraud & Abuse Technical
Advisory Group

e National Association of Medicaid Fraud
Control Units

Consultations were also conducted with
staff from the U.S. Senate Finance
Committee, a subcommittee of the Senate
Committee on Homeland Security and
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Governmental Affairs, and the House
Energy and Commerce Committee.

In identifying program vulnerabilities, MIP
will initially focus on several areas
identified as susceptible to fraud and abuse.
These areas include nursing and personal
care, prescription drugs to beneficiaries,
durable medical equipment and improper
claims for payment from hospitals and
individual practitioners.

The CMIP also describes the relationship
MIP will have with Medi-Medi, the
Payment Error Rate Measurement (PERM)
project, and providers.

CMS says suspending payments to suspect
providers while simultaneously seeking to
recover overpayments will be a
fundamental part of MIP and that MIP will
refer suspect practices and providers to
federal and state law enforcement agencies.

Appendix B in the CMIP indicates the
PERM findings will be “incorporated” in
fiscal year 2009. What this means for the
states is unknown. At this point, all that is
known is that 20 MIP employees will work
on PERM and Medi-Medi under the
guidance of the federal Office of Financial
Management and that the results of PERM
and Medi-Medi will be used to guide future
planning for MIP.

Ultimately, MIP plans to use the lessons it
learns to develop guidance and directives
aimed at fraud prevention. Audits
conducted by Medicaid Integrity
Contractors (MIC) will take into
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consideration both the potential value of
individual provider overpayments as well
as the potential for prevention-oriented
guidance to the states. Through a “carefully
crafted audit program,” MIP expects to
identify “significant overpayments.” After
identifying vulnerabilities in state Medicaid
programs, CMSO will make re-
commendations and directives to the states
to prevent future improper payments to
providers.

As mandated by the DRA, MIP must submit
an annual report to Congress detailing the
use and effectiveness of the funds allotted
to it. To evaluate the effectiveness of MIP,
CMS will “describe MIP’s return on
investment (ROI) for its audit, oversight
and technical assistance activities.” CMS
says it will be “fairly straightforward to
report on the actual monies directly
recovered through the labors of the
Medicaid Integrity Contractors,” but
“calculating the cost savings or cost
avoidance from MIP’s other efforts will not
be so simple.”

In addition, the MIC’s will evaluate the
various cost savings methodologies used by
the states. In the long run, MIP plans to
develop “best practices guidance on
reporting cost avoidance statistics for
program integrity work.”

Further, the ROI methodology will be a
“conservative and reasonable measure of
the value of CMS’ anti-fraud and abuse
duties.” At the same time, MIP “expects a
high ROI from its prevention efforts,

VICES COMMISSION

whether it comes from amending CMSO
practices or those of the States.”

Historically, the responsibility of
identifying and recovering improper
Medicaid payments has rested solely on the
states. With the enactment of the DRA,
CMS has gained substantially more
authority and resources to combat Medicaid
fraud and abuse. Under the MIP, CMS will
use contractors to audit all the way down to
the provider level under the guise of
supporting state program integrity efforts
and improving the overall efficiency and
effectiveness of the Medicaid integrity
program. In doing this, CMS will
effectively create an entirely new process,
the effectiveness of which is unknown.
HHSC-OIG is continuing to work with
other states directly and through the CMS
Technical Assistance Group (TAG) to
resolve conflicts and gain an understanding
of CMS’ future intentions. We are also
working with various provider, compliance
and legal associations to get them the
information they need to be in compliance
beginning January 1, 2007.

False Claims Act and the Deficit
Reduction Act of 2005

To protect the Medicaid system, Congress
also added language under the DRA to
encourage states to pass their own versions
of the federal False Claims Act (FCA). This
eliminates a loophole in which the FCA
only applies to fraud against the Federal
Government, not the states, and therefore
does not cover the states” share of Medicaid
spending. Specifically, a state that has in
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effect a qualifying False Claims Act is now
entitled to an increase of ten percentage
points in the share of any amounts
recovered from an action brought under the
Act. Texas is ahead of many other states
since it currently has a False Claims Act in
place.

Another section contained in this new law
transforms the nature of compliance
programs from voluntary to mandatory.
“Entities” receiving $5 million or more of
Medicaid payments are required to
establish written policies and procedures
for training all employees, contractors, and
agents about the following: (1) details of the
federal FCA and applicable state
counterpart, (2) remedies provided by the
FCA laws, (3) whistleblower protections,
and (4) policies for preventing and
detecting fraud and abuse through the
entities compliance program.

Texas Health Analytics System In-
formation Technology Project
(TxHASIT)

The Texas Health Analytics System
Information Technology (TxHASIT) project
is a joint effort between OIG and the
University of Texas at Dallas (UTD) to solve
vital health and human services issues. In
answer to Governor’s Perry’s call for
innovative solutions to waste, abuse, and
fraud from all state agencies, Inspector
General Brian Flood partnered OIG with
UTD to create a one-of-a-kind solution.

The TxHASIT project received recognition
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by the Association of Inspectors General in
their Quarterly Newsletter and the Spring
2006 issue of Government Technology. Both

publications exemplified TXHASIT as an
example of state agencies working in
partnership to come up with innovative
solutions to combat waste, abuse, and fraud
in the Medicaid program.

Developed by a multifaceted team of HHSC
Inspector General Medicaid health care staff
experts and UTD computer engineers, data
analysts, and social scientists, this project is
the first in the United States to implement a
program synthesizing technology and
Medicaid data. The system works by cross-
referencing the massive collection of Texas
Medicaid data, including paid and adjusted
claims, provider information, and disease
incidences with demographic statistics and
the state map to discover possible causal
links and associations.

Using TxHASIT, patterns will be detected,
mapped, and studied for variations from
the expected. Not only does this allow
program personnel to determine how Texas
Medicaid treats a health condition, such as
diabetes, but how these treatments can be
made more effective and cost-efficient. This
analysis can also be used to spot inflated
payment requests and unethical providers’
efforts to defraud the system.

Staff Presentations

OIG continuously strives to maintain an
open dialogue with healthcare associations,
collaborative partnerships, and provider
groups on issues impacting the healthcare
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industry. Speaking engagements during
SFY 2006, are listed in a chart by date in
Appendix B, Section V-Other OIG Activities

OIG Strategic Planning Develop-
ment

OIG remains focused on improving internal
strategies and aligning business processes
to intensify efforts preventing waste, abuse,
and fraud and reducing inappropriate pro-
gram expenditures. For the first six months
of SFY 2006, OIG continued strategic plan-
ning in order to provide opportunities for
strengthening accountability and integrity
in the health and human services delivered
to Texans. Included in the initial planning
framework are a refined vision and mission
statement, as well as detailed goals, objec-
tives, and strategies to ensure the most ef-
fective and efficient distribution of program
functions.

To improve the operational process of iden-
tifying and eliminating waste, abuse, and
fraud, OIG has increased training, technol-
ogy, and staff awareness of its role in sup-
porting the overall health and human ser-
vices purpose and mission. Each employee
contributes to the common objective of get-
ting quality services to citizens.

Throughout SFY 2006, OIG will continue to
assess and improve the quality of its audits,
investigations, reviews, and monitoring
through standardization of practices, poli-
cies, and ethics; encouragement of profes-
sional development by providing educa-
tional opportunities; and the establishment
of a quality assurance function. OIG is seiz-
ing the unprecedented opportunity to draw
upon the principles and standards of the
National Association of Inspectors General.
Audit activity continues to be performed in
accordance to the Yellow Book.

Summit 2006

The annual OIG Summit will be held on Oc-
tober 4-7, 2006, in Austin, Texas. Keynote
speakers will include leaders from the ma-
jor national nonprofit anti-fraud associa-
tions including: James F. Mathews, Presi-
dent, Association of Inspectors General; Na-
tional Health Care Anti-Fraud Association
Executive Director Lou Saccoccio; and Jim
Ratley, President, Association of Certified
Fraud Examiners. Summit details will be
available in the upcoming semi-annual re-
port covering September 1, 2006, to Febru-
ary 28, 2007.
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Operations Division

Deputy Inspector
General for
Operations and
Chief Operating

Officer
Business Quality . Case Analysis
. Assurance, Risk !
Operations and Special
) Management & )
Support Services Policy Operations

The Operations division brings together the
diverse functions that contribute to the
overall organizational effectiveness of OIG.
The three sections of Operations — Business
Operations and Support Services; Quality
Assurance, Risk Management, and Policy;
and Case Analysis and Special Operations —
create consistency of purpose, uniform ac-
tion, and a stewardship of resources. This
division is instrumental in keeping the flow
of information open across divisions, devel-
oping and implementing program policies,
and improving organizational capabilities.

Business Operations and Staff Ser-
vices

The Business Operations and Staff Services
section incorporates various business func-
tions to effectively provide support to the
organization. Included among these ser-
vices are:

¢ Human Resource policy assistance;
e Business operations;

¢ Building and material management;
e Special project coordination;

¢ [Executive administrative support;

¢ Contract monitoring;

e Procurement coordination;

e MCO & staff development training; and
e TFleet Management.

This section of OIG manages the formula-
tion and administration of human resources
policy and procedures; establishing policies,
procedures, and guidelines associated with
consistent facility and business support op-
erations; maintaining those standards in all
administrative activities for the division and
its program sections; establishing and main-
taining policies and procedures on all in-
ventories; and establishing and maintaining
an accurate accounting of property.

During SFY 2006, Business Operations and
Staff Services has contributed valuable as-
sistance in various areas of responsibility.
Some examples include:

e Processing approximately 900 personnel
actions that include job postings, selec-
tions, job audits, and merit requests;

e Coordinating special projects such as
the OIG Semi-Annual Report, executive-
level investigation summaries, publica-
tion of the monthly OIG Newsletter, and
compiling testimony summaries pre-
sented to Legislatures;

e Attended the consolidation meetings for
all nine regions and worked with the
regional staff on consolidating OIG staff
into one contiguous area in each region;

e Processing approximately 500 procure-
ment requisitions;
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e Managing of the OIG 1-800 Fraud Hot-
line;

e Coordinating the OIG Internship Pro-
gram;

¢ Maintaining the OIG Operations Web
Site; and

e Monitoring the OIG email fraud referral
system.

In addition, Business Operations and Staff
Services section was instrumental in fur-
thering the professional development of
knowledge and skills among OIG staff.

This is accomplished through assessing spe-
cific staff training needs, researching the
best methodology and sources to meet the
needs, then bringing the sources and staff
together, to include:

e Increasing OIG staff participation in
professional organizations and confer-
ences such as:

» Association of Inspectors General;

» Health Care Compliance Associa-
tion;

» Association of Certified Fraud Ex-
aminers;

» Association of Certified Fraud Spe-
cialists; and

> National Health Care Anti-Fraud
Association.

¢ Sending staff to or bringing in subject
matter experts to train in the following
areas:

» Suing & Defending Government En-
tities;

» Advanced Administrative Law;

» Certified Public Accountant exami-
nation review;

> Hospital Cost Report review;

> Yellow Book Standards;

» Advanced Fraud Examination Tech-
niques;

> Governor's Executive Development;
and

» i2 Analyst Notebook.

e Providing opportunities for leadership
and management development includ-
ing:

» Teambuilding, Problem Solving, De-
cision Making, and Project Man-
agement through the Governor's
Center for Management Develop-
ment; and

» Communications, conflict manage-
ment, teambuilding, and group fa-
cilitation through in-house devel-
oped and presented workshops.

Case Analysis and Special Opera-
tions

Background

OIG created the Case Analysis and Special
Operations Section in February 2006, to
conduct specialized analysis using ad-
vanced software applications to minimize
the cost of investigations and maximize the
recovery of funds paid due to waste, abuse,
and fraud. CASO builds on current data
mining techniques using advanced research
capabilities and link analysis software to
identify all participants and losses in indi-
vidual cases.

In June 2006, CASO became fully staffed
with full time research and link analysis
specialists trained to utilize the latest ana-
lytical and link analysis software. The link
analysis software has the ability to process
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large amounts of data to develop and visu-
ally display links that are otherwise virtu-
ally impossible to detect. The same soft-
ware provides a case visualization tool that
assists in organizing and clarifying relation-
ships and events in complex cases. An ex-
ample of a link analysis diagram for a case
is included in Appendix F. This specialized
research and analysis across functional ar-
eas will minimize duplication of effort
while achieving more effective investiga-
tions. CASQ is also the core unit for coor-
dinating large specialized investigations
and operations, drawing necessary assets
from all functional areas.

Case Analysis

Research and Analysis

CASO is now fully operational and is cur-
rently providing research, analysis, and link
charting in ongoing investigations. CASO
has identified and acquired access to over
forty databases and information sources to
meet this objective. Staff members have
completed information analysis and medi-
cal data mining training. While the section
is in its infancy, the research and analysis
completed by the Section has already identi-
tied additional participants and links in
schemes to defraud the state and developed
litigation support materials for the District
Attorney’s Office to support prosecution of
an organized crime case investigated by
General Investigations.

Matches

CASO is also responsible for conducting
multiple data matches against outside data
sources to help identify individuals that are
receiving benefits inappropriately. Once

these potential frauds and overpayments
are identified the information is forwarded
to General Investigations for a complete in-
vestigation. Currently files are matched
with Border States on a monthly and quar-
terly basis to ensure that recipients are not
receiving dual benefits. Matches are run
monthly against the federal Prison Verifica-
tion System and the inmate roles for the
Texas Department of Criminal Justice to en-
sure recipients are not receiving benefits
while incarcerated. CASO also matches re-
cords against the Bureau of Vital Statistics
and Social Security death records to ensure
that individuals are not committing identity
theft by using the social security numbers of
deceased individuals to obtain benefits.

Law Enforcement Assistance

On a case-by-case basis CASO provided as-
sistance to the Texas Department of Public
Safety, Police Departments, and Sheriffs’
Offices in locating wanted felons. CASO
processed over twenty urgent requests from
the law enforcement community relating to
the tracking of missing persons and fugi-
tives in felony cases.

Missing Children

CASO assists Child Protective Services with
the Depart of Family and Protective Ser-
vices in locating missing children by check-
ing client roles quarterly for missing chil-
dren. Subsequent to Hurricane Katrina,
CASO assisted the National Center for
Missing and Exploited Children (NCMEC)
in locating approximately 530 displaced in-
dividuals living in Texas following the dis-
aster. According to the NCMEC, following
the Katrina disaster 6,635 parents and
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14,665 children were declared missing.
CASO received NCMEC data over a period
of five months and ran missing persons
data against agency databases to assist in
locating missing individuals and reunite
them with their families. NCMEC ac-
knowledged and thanked OIG for its ef-
forts.

Policy Development

CASO conducted an in-depth analysis re-
garding ultrasound utilization for review by
experts in the field of obstetrics. The analy-
sis provided the experts adequate data to
make policy decisions and develop new
rules addressing the appropriate level of
care required. Depending on the policy de-
cisions and the rulemaking process the po-
tential savings could range from $1 to $3
million annually.

Special Operations

Department of Information Resources (DIR)
CASO was instrumental in negotiating an
exemption with DIR for OIG computer data
and hardware. The exemption was neces-
sary to comply with federal statutory re-
quirements. Implementation of this exemp-
tion is an ongoing project requiring signifi-
cant computer data and hardware migra-
tion to OIG headquarters. CASO has coor-
dinated this effort with OIG Business
Analysis and Support Services, HHSC
Commission Information Technology, HHS
Enterprise Applications, and DIR. This pro-
ject will continue until August of 2007 when
the DIR vendor will assume full responsibil-
ity for all in-scope HHSC servers, except
OIGs.

Integrated Eligibility and Enrollment (IEE) and
Texas Integrated Enrollment Redesign System
(TIERS)

CASO coordinated with OIG General Inves-
tigations, OIG Limited Program, OIG Third
Party Resources, HHS Enterprise Applica-
tions, HHSC Office of Eligibility Services,
and the IEE vendor to identify and address
issues with IEE and TIERS that would nega-
tively impact OIG’s ability to recover recipi-
ent overpayments. OIG has worked with
all of the participants to implement changes
that will permit OIG to continue to recover
the approximately 15.8 million dollars re-
covered annually by General Investigations.
Until the changes are implemented, the fed-
erally mandated recovery of recipient over-
payments by General Investigations is at
risk. HHS Enterprise Application delivery
dates on known changes and interfaces re-
quired for OIG to continue overpayment re-
covery operations currently reflect comple-
tion by August 2007.

Quality Assurance, Risk Manage-
ment, and Policy

The Quality Assurance, Risk Management,
and Policy section upholds OIG confor-
mance to professional standards established
by the Association of Inspectors General in
the Principles and Standards for Offices of In-
spector General (Green Book). This section
exists to: (1) provide reasonable assurance
that OIG processes and work performed
adhere to Green Book standards and estab-

lished OIG policies, procedures, and per-
formance criteria; and (2) enhance opera-
tional economy, efficiency, and effective-
ness. To facilitate pursuit of these objectives,
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this office incorporates various business
process risk management and policy review
and development functions.

Significant contributions of the QA section
include:

¢ Working on Quality Assurance Program
protocols and procedures;

e Testing and deploying standardized
scoping, sampling, data analysis, and
reporting policies, procedures, and tools

e Initiating procedures for and work on
the statistical sampling of Provider Cost
Reports and OIG Quality Control Re-
views of State-contracted A-133 Audits;

e Executing protocols for initial analysis
and reporting on OIG structure, func-
tions, interfaces, and culture;

¢ Developing and deploying Business
Process Risk Assessments;

¢ Coordinating OIG’s Annual Internal
Audit Risk Assessment;

e Designing and deploying methodolo-
gies, tools, and techniques for the con-
duct of Pharmacy Audits;

¢ Reviewing, commenting on, and clarify-
ing the policy and resource impact of re-
cent and proposed Federal legislation;

e Assisting OIG staff with responses to ex-
ternal requests for information and
various projects and initiatives (e.g.,
Business Impact Analysis, administra-
tive rules, conflict of interest statement,
MCO-SIU sampling protocols, legisla-
tion, policies, special reports, and vari-
ous contract provisions and amend-
ments);

e Developing automated means for the
collection, analysis, norming, trending,

and reporting of OIG division and unit
performance information;

e Initiating work on the integration and
automation of processes for gathering
and reporting OIG performance data
and the Semi-Annual Report;

e Advising, and providing technical sup-
port to MCO-SIU’s in sampling, data
analysis, and reporting pertinent to
fraud, waste, and abuse;

e Advising and providing technical sup-
port to HHSC agencies in their evalua-
tion of vendor responses to Requests for
Proposals;

e Training

Beyond these, QA staff will continue to
study OIG’s functions and operations, feed
this information back to management and
staff, and produce an office-wide quality as-
surance protocol.

Policy Initiatives

OIG understands that policy improvement
recommendations play a vital role in fur-
thering progress towards preventing waste,
abuse, and fraud in health and human ser-
vices and reducing inappropriate program
expenditures. OIG continually assesses and
recommends policies to strengthen fraud
prevention and elimination efforts, as man-
dated in Government Code § 531.102(h)(6)
directing the office to “recommend policies
promoting economical and efficient admini-
stration of the funds described by Subdivi-
sion (4) and the prevention and detection of
fraud and abuse in administration of those
funds.” Working collaboratively with
HHSC Medicaid/CHIP and other divisions,
OIG is aiding in the planning and imple-
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mentation of several medical policy changes
that will result in a cost savings by reduc-
ing, waste, abuse and fraud.

On March 10, 2006, the Office of Inspector
General (OIG) notified the Health and Hu-
man Services Commission (HHSC) Medi-
caid/CHIP Division regarding problems in
the provider enrollment process adminis-
tered by Texas Medicaid and Healthcare
Partnership (TMHP). Three areas of con-
cern were noted including TMHP’s (1) fail-
ure to verify required licensure information,

(2) failure to check OIG’s open investiga-
tions list, and (3) the erroneous enrollment
of out-of-state providers. TMHP provided a
response to OIG which included several
lists of providers who were issued addi-
tional billing numbers while the providers
were on OIG’s open investigations list. To
date, these “potential inappropriate pay-
ments” total in excess of $32 million. Cur-
rently, the OIG Audit Section is conducting
an audit of TMHP’s provider enrollment
process with an expected date of comple-
tion in December 2006.
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Medicaid Fraud Detection and Abuse Prevention Training

Fraud Prevention Training

Provider education is an integral element of
any waste, abuse, and fraud prevention
plan.

The Operations division, through its MCO
& Staff Development Training section, and
in accordance with section 531.105 of the
Government Code, provides training to
Medicaid providers, contractors, their em-
ployees, and staff from other state agencies
that administer health and human services
programs, on the identification and referral
of waste, abuse or fraud in the Medicaid
Program. These highly interactive seminars
last approximately two hours and discuss
examples of actual schemes used to defraud
the Medicaid program, ways to detect them,
and measures to prevent them. Participants
are encouraged to ask questions and inter-
act with the trainers. Program content can
be adapted to meet the needs of specific
groups or organizations.

The objectives of HHSC/OIG training are to
educate and inform about:

e What constitutes Medicaid fraud, abuse,
or waste

e The obligation to report Medicaid fraud,
abuse, or waste

e How to identify potential Medicaid
fraud, abuse, or waste

e How to report potential Medicaid fraud,
abuse, or waste.

MCO-SIU Training

In November 2005, HHSC Medicaid/CHIP
executed new joint procurement contracts
with Medicaid/CHIP managed care organi-
zations (MCOs). Section 7.3.1.7 of this con-
tract obligated MCOs to designate executive
and essential personnel to attend manda-
tory training in waste, abuse, and fraud de-
tection, prevention and reporting no later
than 90 days after the operational start date.

OIG conducted waste, abuse, and fraud
training sessions. These sessions addressed
the mission of OIG and the scope of its in-
vestigations, specific beneficiary, provider,
and MCO fraud issues, and developing or-
ganizational fraud controls.

Texas State University Training
Distance Learning Program

OIG renewed its contract with Texas State
University (TSU) for the purposes of pro-
viding Medicaid fraud and abuse training.
Under the provisions of section 531.105 of
the Government Code, HHSC provides
Medicaid fraud and abuse training to Medi-
caid contractors, providers, their employ-
ees, and to state agencies that are involved
in the administration of health and human
services programs on the identification and
referral of abuse, or waste in the Medicaid
Program.

The objectives of HHSC/OIG training are to
educate and inform about:
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e  What constitutes Medicaid fraud, abuse,
or waste;

e The obligation to report Medicaid fraud,
abuse, or waste;

e How to identify potential Medicaid
fraud, abuse, or waste; and

e How to report potential Medicaid fraud,
abuse, or waste.

Individuals who are required to take the
Texas Index of Level of Effort (T.L.L.E.)
training course may take the fraud-training
component as part of the T.L.LL.E. training
course. The Fraud/T.L.L.E. course is in-
tended for Long Term Care (LTC) nurses

and other providers of long-term care in an
institutionalized setting, and for nurses and
providers associated with the Community
Based Alternative Waiver Program (CBA).

HHSC-OIG, in cooperation with TSU has
made the Fraud/ T.LL.E. training available
through its long-distance training program.
The distance-learning program provides the
most efficient and economical training on
Medicaid fraud and abuse detection and
prevention training to Medicaid contractors,
providers, and their employees. The course
may be taken through regular mail corre-
spondence or on line at:
http://www.txstate.edu/continuinged/
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Appendix A —OIG Organizational Chart
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Appendix B—OIG Detailed Statistics

Section I—OIG Recovery Activity?

Recovery Category 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter To;)loiFY
Sanctions-

Overpayments’ $3,430,511 $5,262,123 $4,984,828 $2,123,778 $15,801,240
Sanctions-Civil Mone-

tary Penalties (CMP) $870,353 $782,316 $1,246,639 $296,034 $3,195,342
Utilization Review

(Hospitals) $5,423,360 $6,664,393 $3,865,640 $2,411,400 $18,364,793
Utilization Review

(Nursing Homes) $4,740,410 $4,492,000 $4,063,792 $3,944,516 $17,240,718
Third Party Recoveries! $92,701,213 $85,603,992 $98,005,469 $98,148,972 $374,459,646
Technology Analysis,

Development & Support

(TADS) $1,101,299 $726,319 -$164,07311 -$66,57111 $1,596,974
General Investigations

(Food Stamps, TANF,

and Medicaid Recipi-

ents) $2,878,108 $5,335,346 $5,424,780 $2,186,706 $15,824,940
WIC Investigation Re-

coveries $12,427 $10,611 $5,936 $2,731 $31,705
WIC Vendor Monitoring $1,01312 $1,37113 $443 $69,924 $72,751
Audit Activity $61,940 $0 $0 $0 $61,940
Internal Affairs $0 $0 $0 $0 $0
Total Recovery Activity $111,220,634 $108,878,471 $117,433,454 $109,117,490 $446,650,049

8 Total recoveries reflect all dollars collected during the quarter. Other insurance credits are included in Third Party

Recoveries.

° Due to a reduction in the recovery of overpayments and CMPs from Global Settlements, there was a significant per-
centage change in the Sanctions Unit’s recovery of these dollars in FY 2006. Global Settlements are initiated and
driven by other enforcement agencies such as the Office of the Attorney General and the U.S. Department of Justice.
A percentage change comparison of these recoveries, inclusive and exclusive of Global Settlements, as well as other
Sanctions Unit activities for FY 2006 and FY 2005, is provided in Section III — Sanctions Unit FY 2006/2005 Percentage

Comparison.

10 Consistent with HHSC reports to CMS, other insurance credits are reported as a recovery. These are recoveries
made by the provider resulting from insurance information provided to providers by the Claims Administrator.

1 Recoveries for these quarters are showing as negative due to a payout of $1,365,905 to reimburse providers for
overpayments previously recovered and reported. This payout is the result of an Inspector General decision to not

pursue the recoveries related to delinquent dental licensure status.

12 The amount previously reported for this quarter did not include Farmer’s Markets’ activities and all recoveries.
13 The amount previously reported for this quarter was incorrect due to calculation errors.
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Section II—OIG Cost Avoidance

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter = Total SFY 2006
Category

Sanctions $264,104 $705,423 $13,973,476 $32,072,438 $47,015,441
TADS Provider Prepay-
ment Review Process $45,132 $50,856 $96,950 $64,957 $257,895
Third Party Resources $76,366,334 $68,467,589 $67,467,570 $62,299,482 $274,600,975
Disqualifications (Food
Stamps & TANF Recipi-
ents) $587,988 $417,324 $732,636 $664,008 $2,401,956
Income Eligibility Verifi-
cation System (IEVS)
Data Matches (Food
Stamps, TANF and Medi-
caid Recipients) $172,466 $375,199 $363,062 $210,300 $1,121,027
Recipient Data Matches
(Food Stamps, TANF and
Medicaid Recipients) $124,061 $111,001 $110,392 $156,534 $501,988
Audit Activities $4,164,405 $8,717,707 $131 $8,041,881 $20,924,124
WIC Vendor Monitoring $798 $688 $2,182 $904 $4,572
CORF/ORF $8,500,894 $8,500,893 $8,500,894 $8,500,893 $34,003,574
Potential Identified Inap-
propriate Payments $0 $0 $0 | $32,000,000 $32,000,000
Total Cost Avoidance $90,226,182 $87,346,680 $91,247,293 | $142,285,612 $411,105,767

14 Cost avoidance represents a reduction to a State expenditure that would have occurred or was anticipated to occur

without OIG intervention.
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Section III —Sanctions Unit SFY 2006/2005 Percentage Comparison

Sanctions Unit Overpayment/CMP Recovery Activities

Recovery Category Total SFY 2005  Total SFY 2006 Percentage Changes
Sanctions (Overpayments)'> $33,782,310 $15,801,240 -53%
Sanctions (Civil Monetary Penal-
ties (CMPs)) $13,045,838 $3,195,342 -76%

Totals $46,828,148 $18,996,582 -59%
Recovered Overpayments from
Global Settlements $26,281,112 $3,658,310 -86%
Recovered CMPs from Global
Settlements $12,768,763 $1,427,648 -89%
Total Recovered Overpayments
and CMPs from Global Settle-
ments $39,049,875 $5,085,958 -87%
Recovered Overpayments Minus
Global Settlement Amounts $7,778,273 $13,910,624 79%
Recovered CMPs Minus Global
Settlement Amounts $277,075 $1,767,694 538%
Total Recovered Overpayments
and CMPs Minus Global Settle-
ment Amounts $8,055,348 $15,678,318 95%
Cost Avoidance

Cost Avoidance Category Total SFY 2005 Total SFY 2006 Percentage Change

Sanctions Unit $3,881,784 $47,015,441 1111%

Sanctions Unit Other Activities

Total SFY 2005

Total SFY 2006

Sanctions Summary Category

Percentage Changes

Cases Opened 440 628 43%
Cases Closed 593 659 11%
Cases Referred to OAG 3 5 67%
Exclusions 308 498 62%
Payment Holds 5 30 500%

15 The overpayment amount reported in the OIG Recovery Activity table in the March and September 2005 Semi-
Annual Reports was incorrect. The total reported for the year in the September 2005 Semi-Annual Report was
$46,828,148. This amount was overstated by $13,045,838 because it inadvertently included the recovery of Civil

Monetary Penalties reported on the next line item in the table. This overstatement represents only 3% of OIG’s total
recoveries for SFY 2005. The correct SFY 2005 recovered overpayment of $33,782,310 is being used in this compari-
son.
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Section IV—OIG Summary Tables

Sanctions
Sanctlcoar;segS:rr}I:mary 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter T0t2a010§FY
Cases Opened 61 162 397 8 628
Cases Closed 81 119 310 149 659
Cases Referred to At-
torney General 0 0 2 3 5
Overpayments Recov-
ered $3,430,511 $5,262,123 $4,984,828 $2,123,778 $15,801,240
Exclusions 54 77 252 115 498
Payment Holds 2 4 23 1 30
Civil Monetary Penal-
ties Recovered $870,354 $782,316 $1,246,639 $296,033 $3,195,342
Cost Avoidance $264,104 $705,423 $13,973,476 $36,678,492 $51,621,495
Third Party Resources (TPR)

TPIéaStZ;TYary ‘ 1st Quarter 2nd Quarter ‘ 3rd Quarter 4th Quarter T0t2a010§FY
Cost Avoidance $76,366,334 $68,467,589 $67,467,570 $62,299,482 $274,600,975
Other Insurance Cred-
its $68,074,513 $56,649,616 $68,366,711 $69,376,172 $262,467,012
Provider/Recipient Re-
funds $1,736,658 $1,614,808 $1,274,032 $1,356,845 $5,982,343
Texas Automated Re-
covery System (TARS) $7,211,447 $5,538,462 $7,516,112 $6,556,344 $26,822,365
Pharmacy $5,075,033 $10,030,210 $6,592,165 $5,991,784 $27,689,192
PPRA $682,114 $462,329 $271,764 $1,280,937 $2,697,144
Credit Balance Audit $3,033,886 $3,096,421 $3,501,134 $3,359,865 $12,991,306
Tort $4,275,232 $5,308,859 $4,674,894 $6,573,353 $20,832,338
Cash Medical Support $2,612,330 $2,903,287 $5,808,657 $3,653,672 $14,977,946
Total Third Party
Recovery Activity $169,067,547 $154,071,581 $165,473,039 $160,448,454 $649,060,621
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General Investigations

Gz:;:;z;ezt:g‘a’z;ns 1st Quarter = 2nd Quarter 3rd Quarter  4th Quarter TotzaoloiFY
Collections'6 $2,878,108 $5,335,346 $5,424,780 $2,186,704 $15,824,938
Disqualification Cost

Avoidance?” $587,988 $417,324 $732,636 $664,008 $2,401,956
Cost Avoidance Income

Eligibility Verification

System (IEVS) Data

Matches!8 $172,466 $375,199 $363,062 $210,300 $1,121,027
Cost Avoidance Recipi-

ent Data Matches!® $124,061 $111,001 $110,392 $156,534 $501,988
Referrals/Complaints

Received 12,880 16,007 18,872 17,053 64,812
Cases Completed 14,567 15,159 12,646 16,963 59,335
Percent of Cases Com-

pleted w/in 180 Days 90.50% 86% 87% 79% 85.63%
Cases Referred for

Prosecution!? 571 832 1,595 1722 4,720
Admin. Disqualification

Hearings (ADH) Cases

Completed 1,220 1,397 1,782 2,369 6,768
Cases Adjudicated 493 359 457 503 1,812
Civil Disqualifications 1,266 925 1753 1,708 5,652
Income Eligibility and

Verification System

(IEVS) Matches Cleared 33,522 36,331 54,957 44,336 169,146
Recipient Data Matches

Cleared 4,275 3,825 3,804 5,394 17,298

16 Collection activity is the responsibility of HHSC Fiscal Division and is based on Claims Established by General In-
vestigations.

17 Disqualification cost avoidance is based on an average monthly savings per client.

18 JEVS and recipient data match cost avoidance is based on an average case savings.

19 First quarter numbers have been updated to include investigations in an additional category on the detail report,
which were not previously reported.
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Category 1st Quarter 2nd Quarter 3rd Quarter  4th Quarter TO;)lOiFY

Claims Established? $2,587,148 $3,122,866 $4,376,507 $6,728,728 $16,815,249
Collections $2,406,192 $4,819,946 $4,765,558 $1,770,805 $13,762,501
Disqualification Cost

Savings $546,324 $379,692 $697,692 $639,816 $2,263,524
Cases Referred for

Prosecution 385 580 1,118 1,251 3,334
ADH Cases Completed 1,064 1,229 1,602 2,143 6,038
Civil Disqualifications 1,061 760 1,523 1,516 4,860

GI-TANF Investigations

Category 1st Quarter 2nd Quarter 3rd Quarter  4th Quarter TO;)lOiFY
Claims Established? $591,049 $598,284 $626,972 $673,675 $2,489,980
Collections $300,980 $357,633 $402,489 $234,309 $1,295,411
Disqualification Cost
Savings $41,664 $37,632 $34,944 $24,192 $138,432
Cases Referred for
Prosecution 77 94 174 167 512
ADH Cases Completed 156 165 180 226 727
Civil Disqualifications 205 165 230 192 792

GI-Medicaid Investigations?!

Category 1st Quarter 2nd Quarter 3rd Quarter  4th Quarter TO;)lOiFY
Claims Established? $212,252 $319,986 $629,853 $609,084 $1,771,175
Collections $170,936 $157,767 $256,734 $181,591 $767,028
Cases Referred for
Prosecution 103 152 287 303 845
ADH Cases Completed 0 3 0 0 3

2 Due to an error within the Accounts Receivable System reporting system 1 and 2"? Quarter numbers have been

corrected.

21 Two Medicaid descriptive categories (1) "Disqualification Cost Savings" and (2) "Civil Disqualifications" have been
deleted because there is no statutory authority for those actions.
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GI-IEVS
Category 1st Quarter 2nd Quarter 3rd Quarter  4th Quarter TO;)lOiFY
IEVS Food Stamp
Matches 27,852 30,599 48,357 38,167 144,975
IEVS TANF Matches 1,106 1,065 1,220 1,201 4,592
IEVS Medicaid Matches 4,564 4,667 5,380 4,967 19,578
TOTAL 33,522 36,331 54,957 44,335 169,145

GI-CHIP Investigations??

Category

1st Quarter

2nd Quarter

3rd Quarter

4th Quarter

Total SFY

CHIP Investigations

2006

GI-Other Investigations?

Other Investigations

1st Quarter

2nd Quarter

3rd Quarter

16

4th Quarter

Total SFY

2006
29

GI-Other Matches

Category

1st Quarter

2nd Quarter

3rd Quarter

4th Quarter

Total SFY

Other Data Matches
Cleared

4,275

3,825

3,804

5394

2 During the fourth quarter a limited number of General Investigations staff received access to the Maxie CHIP data-
base and are pending training on use of the technology.
2 This category has been created to capture other recipient fraud investigations which do not include Food Stamps,

TANF, and Medicaid.
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Medicaid Provider Integrity (MPI)

MPéaSt:;l:)Tyary 1st Quarter 2nd Quarter  3rd Quarter  4th Quarter TotzaoloiFY
Cases Opened 235 203 210 152 800
Cases Closed 74 71 80 79 304
Cases Referred to
Attorney General 20 702 110 56 256
Criminal History
Checks Conducted 0 4,090 3,534 2,542 10,166

MPI and Sanctions Waste, Abuse, and Fraud Referrals Received (March 1 - August 31, 2006)

Referral Source Received

Health & Human Service, Office of Inspector General 1
US Department of Justice 1
Anonymous 27
Attorney 1
OIG Hotline 69
Managed Care Organization/Special Investigative Unit? 17
Parent/Guardian 29
Provider 16
Provider Self Reported 6
Public 28
Recipient 58
Texas Medicaid Healthcare Partnership 9
Attorney General’s Medicaid Fraud Control Unit 3
Department of Aging & Disability Services 28
Dept of Assistive & Rehabilitative Services 1
Dept of Family & Protective Services 1
MP Self-initiated 52
OIG Internal Affairs 1
HHSC Office of the Ombudsman 1
Texas Department of Health 1
Texas Health STEPS 5
Utilization Review Division 3
Vendor Drug 2
Total: 360

24 One referral was inadvertently omitted from previous report submitted May 2006.

% Includes seven additional cases inadvertently omitted during the 1st and 2nd quarter reporting for SFY 2006, issued

in May 2006.
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MPI and Sanctions Waste, Abuse, and Fraud Referrals Sent (March 1 - August 31, 2006)

Referral Source Referred

AG Medicaid Fraud Control Unit 167
Board of Dental Examiners 15
Board of Licensed Vocational Nurse Examiners 1
Board of Medical Examiners 5
Board of Nurse Examiners 1
Board of Optometry 1
Board of Pharmacy 2
Claims Admin-Educational Contact 35
Dept of Aging & Disability (DADS) 18
DPRS 1
Health & Human Service, Office of Inspector General 1
HHSC OIG Audit 1
HHSC OIG Internal Affairs 1
Medicare Part A & B 26
Office of Inspector General (Recipient Fraud) 1
Palmetto GBA 2
Research, Analysis & Detection (RAD) 1
Texas Dept of State Health Services (DSHS) 1
TX DOT 5
US Dept of Labor 1
Vendor Drug 3
Total: 289

State Investigations Unit (SIU)

Total SFY

SIU Summary Category 1st Quarter 2nd Quarter  3rd Quarter  4th Quarter 0;) Oz
Complaints Received 91 84 103 118 396
Investigations

Completed 60 26 106 67 259
Dollars Recovered $0 $0 $0 $0 $0
Cases Referred 2 4 16 0 22
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Total SFY
Category 1st Quarter 2nd Quarter  3rd Quarter  4th Quarter otzao Oi
Referrals/Complaints
Received 45 65 47 28 185
Cases Opened 61 35 47 20 163
Cases Closed 48 43 36 3 130
Claims Established $36,317 $25,643 $13,841 $4,817 $80,618
Collections $12,427 $10,611 $5,936 $2,731 $31,705
Cases Adjudicated 2 1 0 2 5
Audit
Sub-Recipient Financial Review
Total SFY
Category 1st Quarter 2nd Quarter  3rd Quarter  4th Quarter ot2a0 02
Number of Desk Audits 216 139 239 211 805
Rejected Single Audits 30 4 12 6 52
Quality Control Re-
views26 0 0 2 14 16
Medicaid/CHIP Audit
Category 1st Quarter 2nd Quarter  3rd Quarter  4th Quarter TOt;I)lOiFY
Number of Audits 0 0 0 1 1
Recoupments & Recov-
ery $0 $0 $0 $0 $0
Cost Avoidance $260,000 $0 $0 $0 $260,000
Recipient Refunds $0 $0 $0 $0 $0

2% A Quality Control Review (QCR) is a review of selected CPA Firms located across the state of Texas to determine
whether the CPA Firm conducted the Single Audit of subrecipients in accordance with standards and other require-
ments set forth in the Yellow Book and/or OMB Circular A-133 reporting requirements. Reports for 16 quality con-
trol reviews were related in the second half of SFY 2006, in which these reviews were originally combined with the
Number of Desk Audits performed.
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Contract Audit
Category 1st Quarter 2nd Quarter 3rd Quarter  4th Quarter TO;)lOiFY
Number of Audits 1 1 23 18 43
Recoupments & Recov-
ery $61,940 $0 $0 $0 $61,940
Identified for Recovery?” $0 $0 $283,705 $0 $283,705
Cost Avoidance $0 $0 $0 $0 $0
Recipient Refunds $0 $566 $9,785 $9,388 $19,739
Cost Report Review
Total SFY
Summary 1st Quarter 2nd Quarter  3rd Quarter  4th Quarter Otzi)Oi
Number of Audits 72 45 0 26 143
Number of Desk
Reviews 379 280 2 347 1008
Cost Avoidance $3,904,405 $8,717,707 $131 $8,041,881 $20,664,124

2 Overpayments of Personal Needs Allowance made to Intermediate Care Facility residents. The program agency is
responsible for the recovery of these funds.
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Utilization Review (UR)

UR Summary Category 1st Quarter 2nd Quarter 31 Quarter 4th Quarter TO;)I(;FY
Hospitals - Recoveries $5,423,360 $6,664,393 $3,865,640 $2,411,400 $18,364,793
Hospitals — Underpay-
ments $16,450 $11,660 $19,391 $3,313 $50,814
Nursing Homes — Recover-
ies $4,740,410 $4,492,000 $4,063,792 $3,944,516 $17,240,718
Nursing Homes — Under-
payments $201,899 $178,039 $228,123 $113,285 $721,346
Nursing Homes- Facilities
Visited 245 197 278 266 986
Nursing Homes - # of
Forms Reviewed 9,309 8,082 12,032 10,660 40,083
Nursing Homes - # of Fa-
cilities Placed on Vendor
Hold 17 11 16 23 67
Hospitals — Mail-ins 216 213 176 199 804
Hospitals — Facilities Vis-
ited 83 62 46 71 262
Hospitals - # of Claims Re-
viewed 7,116 6,324 4,142 9,289 26,871

WIC Vendor Monitoring
B e ot 1st Quarter 2nd Quarter 3rd Quarter  4th Quarter Lz IR ¢
Category 2006
Number of Compliance
Buys Conducted 8028 10628 144 114 444
Number of In-Store
Evaluations 1728 23 15 176% 231
Number of Audits Closed 213 14 24 18 77
Vendor/Grocer Over-
charges $79828 $68828 $2,182 $904 $4,572
Dollars Recouped $19928 $0 $27 $208 $434
Civil Monetary Penalties $814 $1,371 $417 $69,71631 $72,318

28 The amounts previously reported did not include Farmer’s Markets’ activities and all recoveries.

» The increase in in-store evaluations during the 4t quarter was due to (1) monitors were primarily conducting com-
pliance buys during the earlier quarters; (2) some evaluations had to be delayed due to EBT rollout; and, (3) the
Farmer’s Markets’ Evaluations are conducted during the 4" quarter due to seasonal participation
% The amount previously reported for this quarter was incorrect due to calculation errors.

31 CMP recoveries increased during the 4" quarter due to the settlement of three unusually large cases.
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Lock-In Sum-

mary Category
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Fee-for-Service

(FES) 224 217 216 218 216 229 228 232 236 239 249 253
STAR (Rx Only) 226 228 220 224 228 209 209 214 218 214 207 208
STAR+PLUS

(Rx Only) 51 53 49 52 50 51 52 50 52 50 53 55
Total Limited

Program Activ-

ity 501 498 485 494 494 489 489 496 506 503 509 516

Technology Analysis, Development and Support (TADS)

TADCitSeI;:)nr;nary 1st Quarter 2nd Quarter  3rd Quarter | 4th Quarter T0t2a010§FY
Cases Opened 425 1,302 494 1,141 3,362
Cases Closed 672 1,138 669 743 3,222
Cases Referred to At-
torney General 0 1 1 0 2
Dollars Recovered $1,101,299 $726,319 ($164,073)32 ($66,571)32 $1,596,974
Cost Avoidance Due
to Provider Prepay-
ment Review Process
(all OIG) $45,132 $50,856 $96,650 $64,957 $257,595

32 Recoveries for these quarters are showing as negative due to a payout of $1,365,905 to reimburse providers for

overpayments previously recovered and reported. This payout is the result of an Inspector General decision to not

pursue the recoveries related to delinquent dental licensure status.
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Section V—County Data

County Data»

Code County Cases Open  Cases Closed ‘ Recovery ‘
1 | Anderson 11 6 $297
2 | Andrews 3 4 $686
3 | Angelina 16 10 $21,154
4 | Aransas 2 2 $0
5 | Archer 2 1 $0
6 | Armstrong 0 0 $0
7 | Atascosa 5 3 $32
8 | Austin 1 3 $236
9 | Bailey 0 0 $0

10 | Bandera 4 1 $0
11 | Bastrop 9 8 $450
12 | Baylor 2 1 $359
13 | Bee 5 5 $0
14 | Bell 44 34 $9,887
15 | Bexar 287 232 $13,318
16 | Blanco 0 1 $0
17 | Borden 0 0 $0
18 | Bosque 2 1 $0
19 | Bowie 19 18 $2,245
20 | Brazoria 28 19 ($10,091)
21 | Brazos 25 24 $10,017
22 | Brewster 3 2 $217
23 | Briscoe 0 0 $0
24 | Brooks 4 0 $0
25 | Brown 15 14 $3,096
26 | Burleson 4 3 $0
27 | Burnet 6 3 $493
28 | Caldwell 8 1 $105
29 | Calhoun 3 2 $550
30 | Callahan 0 0 $0
31 | Cameron 124 96 $464,768

3 County data is based on aggregated cases from the following sections in OIG: Audit, MPI, Sanctions, TADS, WIC
Vendor Monitoring, and WIC Investigations. County data reports were available December 1, 2005 and will be in-
cluded in subsequent quarters.
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Code County Cases Open  Cases Closed ‘ Recovery ‘
32 | Camp 0 0 $0
33 | Carson 2 0 $0
34 | Cass 5 3 $458
35 | Castro 1 1 $0
36 | Chambers 2 1 $20,000
37 | Cherokee 14 8 $2,414
38 | Childress 1 2 $121
39 | Clay 2 1 $203
40 | Cochran 1 1 $104
41 | Coke 0 0 $0
42 | Coleman 0 1 $0
43 | Collin 63 30 ($2,532)
44 | Collingsworth 0 1 $103
45 | Colorado 4 2 $350
46 | Comal 13 10 $1,925
47 | Comanche 1 1 $0
48 | Concho 0 0 $0
49 | Cooke 3 3 $415
50 | Coryell 4 5 $192
51 | Cottle 0 0 $0
52 | Crane 0 0 $0
53 | Crockett 1 0 $0
54 | Crosby 2 2 $948
55 | Culberson 0 0 $0
56 | Dallam 1 1 $575
57 | Dallas 329 264 $246,595
58 | Dawson 0 1 $0
59 | Deaf Smith 3 2 $1,182
60 | Delta 1 0 $0
61 | Denton 42 22 ($2,586)
62 | Dewitt 5 4 $185
63 | Dickens 0 0 $0
64 | Dimmit 1 0 $0
65 | Donley 1 0 $0
66 | Duval 0 0 $0
67 | Eastland 2 0 $0
68 | Ector 30 18 $4,632
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Code County Cases Open  Cases Closed ‘ Recovery ‘
69 | Edwards 0 0 $0
70 | Ellis 14 11 $1,984
71 | El Paso 113 93 $281,637
72 | Erath 20 13 $462
73 | Falls 3 1 $0
74 | Fannin 3 3 $0
75 | Fayette 3 2 $0
76 | Fisher 1 0 $0
77 | Floyd 1 0 $0
78 | Foard 2 2 $0
79 | Fort Bend 42 24 $5,493
80 | Franklin 0 1 ($173)
81 | Freestone 1 1 $0
82 | Frio 5 2 $192
83 | Gaines 1 2 $728
84 | Galveston 25 32 $9,963
85 | Garza 0 0 $0
86 | Gillespie 3 3 ($790)
87 | Glasscock 0 0 $0
88 | Goliad 1 1 $0
89 | Gonzales 2 2 $28
90 | Gray 6 4 $853
91 | Grayson 20 16 $2,491
92 | Gregg 41 35 $12,531
93 | Grimes 2 0 $0
94 | Guadalupe 17 4 $375
95 | Hale 15 6 $647
96 | Hall 0 0 $0
97 | Hamilton 0 0 $0
98 | Hansford 0 3 $415
99 | Hardeman 1 2 $0

100 | Hardin 5 2 $0
101 | Harris 643 486 $979,158
102 | Harrison 9 7 $716
103 | Hartley 3 0 $0
104 | Haskell 2 1 $0
105 | Hays 11 7 $265
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Code County Cases Open  Cases Closed ‘ Recovery ‘
106 | Hemphill 0 0 $0
107 | Henderson 14 10 $2,728
108 | Hidalgo 220 143 $1,826,213
109 | Hill 4 5 $550
110 | Hockley 7 8 $1,520
111 | Hood 5 3 $156
112 | Hopkins 6 5 $466
113 | Houston 12 9 $556
114 | Howard 13 5 $466
115 | Hudspeth 0 0 $0
116 | Hunt 6 12 $1,601
117 | Hutchinson 5 1 $202
118 | Irion 0 0 $0
119 | Jack 1 2 $205
120 | Jackson 0 0 $0
121 | Jasper 12 9 $2,356
122 | Jeff Davis 3 1 $248
123 | Jefferson 93 53 $265,781
124 | Jim Hogg 2 0 $0
125 | Jim Wells 11 11 $1,715
126 | Johnson 36 4 $0
127 | Jones 2 $361
128 | Karnes 1 ($3,054)
129 | Kaufman 11 10 $238
130 | Kendall 6 4 $133
131 | Kenedy 0 0 $0
132 | Kent 0 0 $0
133 | Kerr 13 12 ($603)
134 | Kimble 2 0 $0
135 | King 0 0 $0
136 | Kinney 0 0 $0
137 | Kleberg 7 4 ($29,814)
138 | Knox 0 0 $0
139 | Lamar 15 8 $2,248
140 | Lamb 1 2 $0
141 | Lampasas 2 3 $0
142 | La Salle 4 5 $254
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Code County Cases Open  Cases Closed ‘ Recovery ‘
143 | Lavaca 0 0 $0
144 | Lee 0 2 $0
145 | Leon 0 0 $0
146 | Liberty 18 10 $4,536
147 | Limestone 7 4 $734
148 | Lipscomb 0 0 $0
149 | Live Oak 1 1 $0
150 | Llano 3 2 $192
151 | Loving 0 0 $0
152 | Lubbock 73 36 $4,766
153 | Lynn 2 0 $0
154 | Madison 3 0 $0
155 | Marion 2 2 $0
156 | Martin 0 0 $0
157 | Mason 0 0 $0
158 | Matagorda 8 5 $1,823
159 | Maverick 17 16 $307,184
160 | McCullough 1 2 $286
161 | McLennan 35 31 ($102,229)
162 | McMullen 0 0 $0
163 | Medina 14 8 $773
164 | Menard 0 0 $0
165 | Midland 18 20 $786,623
166 | Milam 4 4 $3,810
167 | Mills 3 1 $0
168 | Mitchell 1 2 $1,630
169 | Montague 0 2 $278
170 | Montgomery 27 21 $3,397
171 | Moore 3 2 $126
172 | Morris 0 1 $0
173 | Motley 0 0 $0
174 | Nacogdoches 23 18 $5,407
175 | Navarro 11 8 $3,312
176 | Newton 0 2 $122
177 | Nolan 4 5 $944
178 | Nueces 97 63 $54,032
179 | Ochiltree 5 2 $235
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Code County Cases Open  Cases Closed ‘ Recovery ‘
180 | Oldham 0 0 $0
181 | Orange 12 7 ($2,030)
182 | Palo Pinto 4 3 $389
183 | Panola 2 3 $921
184 | Parker 6 2 ($13,245)
185 | Parmer 3 2 $707
186 | Pecos 2 5 $2,847
187 | Polk 6 5 $1,673
188 | Potter 57 50 $73,687
189 | Presidio 1 0 $0
190 | Rains 0 0 $0
191 | Randall 4 1 $0
192 | Reagan 0 0 $0
193 | Real 2 4 $3,544
194 | Red River 1 2 $0
195 | Reeves 3 2 $172
196 | Refugio 3 4 ($3,512)
197 | Roberts 0 0 $0
198 | Robertson 1 0 $0
199 | Rockwall 5 2 $0
200 | Runnels 0 0 $0
201 | Rusk 9 4 $129
202 | Sabine 0 0 $0

San
203 | Augustine 2 2 $117
204 | San Jacinto 3 1 $129
205 | San Patricio 19 14 $3,092
206 | San Saba 0 0 $0
207 | Schleicher 0 0 $0
208 | Scurry 2 3 $259
209 | Shackelford 0 0 $0
210 | Shelby 9 11 $0
211 | Sherman 1 1 $0
212 | Smith 52 26 $16,849
213 | Somervell 0 1 $0
214 | Starr 11 10 $63,443
215 | Stephens 1 $0
216 | Sterling 0 $0
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Code County Cases Open  Cases Closed ‘ Recovery ‘
217 | Stonewall 0 0 $0
218 | Sutton 1 1 $136
219 | Swisher 1 1 $0
220 | Tarrant 193 142 $7,363
221 | Taylor 55 35 $5,322
222 | Terrell 1 0 $0
223 | Terry 2 0 $0
224 | Throckmorton 0 0 $0
225 | Titus 6 4 $75,664
226 | Tom Green 70 24 $12,659
227 | Travis 148 121 ($200,096)
228 | Trinity 1 1 $352
229 | Tyler 4 9 $0
230 | Upshur 2 0 $0
231 | Upton 1 1 $186
232 | Uvalde 10 5 $3,544
233 | Val Verde 13 5 $587,971
234 | Van Zandt 2 4 $276
235 | Victoria 30 19 $5,586
236 | Walker 7 5 $267
237 | Waller 5 1 $0
238 | Ward 2 1 $0
239 | Washington 4 3 $726
240 | Webb 57 39 $54,044
241 | Wharton 5 6 $314
242 | Wheeler 1 0 $0
243 | Wichita 27 23 $1,805
244 | Wilbarger 4 1 $0
245 | Willacy 1 2 ($7,842)
246 | Williamson 31 22 $3,680
247 | Wilson 8 3 $0
248 | Winkler 1 1 $674
249 | Wise 4 2 $279
250 | Wood 5 7 ($15,751)
251 | Yoakum 0 1 $0
252 | Young 14 3 $1,904
253 | Zapata 0 1 $1,272
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Code County Cases Open  Cases Closed ‘ Recovery ‘
254 | Zavala 2 3 $397
Unknown Co. 48 51 $2,557,590
Multiple Co. 8 0 $0
Out of State 46 23 $3,409
Total 4121 2982 $8,493,490
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Utilization Review County Data
Hospital Reviews

Nursing Facility Reviews?®

Cases Cases Cases Cases
Opened Closed Recovery Opened Closed Recovery

1 | Anderson 2 2 $19,889.85 1 1 $3,015.74
2 | Andrews 1 1 $0.00 1 1 $128.25
3 | Angelina 2 2 $38,366.58 4 4 $93,171.36
4 | Aransas 1 1 $7,347.71 2 2 $99,365.11
5 | Archer 0 0 $0.00 0 1 $3,213.24
6 | Armstrong 0 0 $0.00 1 1 $5,295.60
7 | Atascosa 1 1 $0.00 2 3 $55,044.23
8 | Austin 1 1 $3,946.70 0 0 $0.00
9 | Bailey 1 1 $6,322.65 0 0 $0.00
10 | Bandera 0 0 $0.00 1 1 $4,056.55
11 | Bastrop 1 1 $0.00 2 3 $81,774.44
12 | Baylor 1 1 $0.00 0 0 $0.00
13 | Bee 1 1 $4,361.56 1 1 $4,794.28
14 | Bell 3 3 $10,634.07 7 6 $17,391.23
15 | Bexar 11 10 | $1,096,902.67 31 28 | $732,878.90
16 | Blanco 0 0 $0.00 1 2 $3,567.10

17 | Borden 0 0 $0.00 0 0
18 | Bosque 1 1 $0.00 4 3 $20,476.62
19 | Bowie 1 1 $0.00 6 6 $88,068.85
20 | Brazoria 2 2 $30,247.44 5 4 $53,579.50
21 | Brazos 2 2 $33,308.95 1 2 $8,291.60
22 | Brewster 1 1 $17,391.33 1 1 $3,663.95
23 | Briscoe 0 0 $0.00 0 0 $0.00
24 | Brooks 0 $0.00 0 0 $0.00
25 | Brown 1 1 $20,636.53 4 5 $71,988.01

26 | Burleson 1 1 $0.00 1 1
27 | Burnet 1 1 $0.00 2 2 $5,321.85
28 | Caldwell 1 1 $0.00 4 2 $3,867.52
29 | Calhoun 2 2 $6,546.65 0 0 $0.00
30 | Callahan 0 0 $0.00 0 0 $0.00
31 | Cameron 5 6 $141,778.74 6 6 $32,587.65
32 | Camp 1 1 $0.00 0 0 $0.00
33 | Carson 0 0 $0.00 1 0 $0.00

% Hospital Reviews: Cases Opened are based on UR Nurse Reviewer review dates between March 1, 2006 and Au-
gust 31, 2006. Cases Closed are based on claim closed (status) date or account receivable recovered date.

% Nursing Facility Reviews: Cases Opened are based on UR Nurse Reviewer dates between March 1, 2006 and Au-
gust 31, 2006. Cases Closed represents nursing facilities where no TILE changes were made or recoupments have
been processed and dollars recovered between March 1, 2006 and August 31, 2006.
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Hospital Reviews

Cases

Cases

Nursing Facility Reviews?®

Cases

Cases

County Opened Closed Recovery  Opened Closed Recovery
34 | Cass 2 3 $1,114.52 5 4 $22,086.06
35 | Castro 1 1 $0.00 1 0 $0.00
36 | Chambers 1 1 $0.00 1 1 $11,259.41
37 | Cherokee 2 2 $0.00 6 6 $32,167.75
38 | Childress 1 1 $3,580.55 1 1 $2,901.03
39 | Clay 1 0 $0.00 1 0 $0.00
40 | Cochran 0 0 $0.00 0 0 $0.00
41 | Coke 0 0 $0.00 2 2 $44,304.65
42 | Coleman 1 2 $10,788.05 0 0 $0.00
43 | Collin 4 4 $42,353.24 9 7 $78,253.00
44 | Collingsworth 0 0 $0.00 0 0 $0.00
45 | Colorado 2 2 $6,157.15 3 1 $0.00
46 | Comal 1 1 $0.00 1 2 $124,125.76
47 | Comanche 0 0 $0.00 0 1 $4,728.99
48 | Concho 0 0 $0.00 1 0 $0.00
49 | Cooke 2 2 $23,442.02 4 3 $33,150.66
50 | Coryell 0 0 $0.00 2 4 $14,430.64
51 | Cottle 0 0 $0.00 0 0 $0.00
52 | Crane 1 2 $13,237.15 0 0 $0.00
53 | Crockett 0 0 $0.00 1 1 $1,787.10
54 | Crosby 2 2 $4,515.73 1 2 $3,483.05
55 | Culberson 0 0 $0.00 0 0 $0.00
56 | Dallam 1 1 $4,280.34 0 0 $0.00
57 | Dallas 21 21 | $525,206.93 27 28 | $524,005.66
58 | Dawson 1 1 $0.00 1 1 $0.00
59 | Deaf Smith 1 1 $2,472.53 1 2 $24,348.69
60 | Delta 0 0 $0.00 0 0 $0.00
61 | Denton 3 3 $16,388.05 12 4 $43,242.49
62 | Dewitt 1 1 $0.00 4 3 $24,143.41
63 | Dickens 0 0 $0.00 1 0 $0.00
64 | Dimmit 1 1 $10,422.07 1 0 $0.00
65 | Donley 0 0 $0.00 1 1 $1,595.64
66 | Duval 0 0 $0.00 1 1 $51,295.64
67 | Eastland 1 1 $18,664.70 2 2 $19,066.54
68 | Ector 3 3 $205,520.07 3 4 $19,712.68
69 | Edwards 0 0 $0.00 0 0 $0.00
70 | Ellis 2 2 $3,944.32 1 2 $2,698.55
71 | El Paso 7 8 $202,228.55 3 3 $117,060.36
72 | Erath 1 1 $532.70 4 4 $28,269.86
73 | Falls 1 1 $0.00 3 2 $7,978.55
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Hospital Reviews

Cases

Cases

Nursing Facility Reviews?®

Cases

Cases

Opened Closed Recovery  Opened Closed Recovery
74 | Fannin 1 1 $0.00 2 3 $212,892.97
75 | Fayette 1 1 $0.00 4 4 $106,167.85
76 | Fisher 0 0 $0.00 0 0 $0.00
77 | Floyd 1 1 $0.00 1 0 $0.00
78 | Foard 0 0 $0.00 0 0 $0.00
79 | Fort Bend 3 3 $41,596.06 4 3 $23,907.45
80 | Franklin 1 1 $0.00 1 1 -$3,155.15
81 | Freestone 1 1 $0.00 0 1 $3,564.12
82 | Frio 2 2 $791.84 2 2 $73,536.14
83 | Gaines 1 1 $12,491.10 0 0 $0.00
84 | Galveston 2 2 $161,932.12 3 3 $140,139.95
85 | Garza 0 0 $0.00 0 0 $0.00
86 | Gillespie 1 1 $25,621.12 3 2 $63,684.02
87 | Glasscock 0 0 $0.00 0 0 $0.00
88 | Goliad 0 0 $0.00 0 $0.00
89 | Gonzales 1 1 $21,301.97 0 1 $11,279.74
90 | Gray 1 1 $0.00 2 1 $606.00
91 | Grayson 2 2 $704.59 5 3 $100,587.14
92 | Gregg 3 3 $48,369.74 6 6 $128,841.85
93 | Grimes 1 1 $0.00 0 0 $0.00
94 | Guadalupe 1 1 $7,743.88 3 3 $82,236.80
95 | Hale 1 1 $11,371.35 3 3 $8,505.78
96 | Hall 0 0 $0.00 0 0 $0.00
97 | Hamilton 1 1 $0.00 1 0 $0.00
98 | Hansford 1 1 $0.00 0 0 $0.00
99 | Hardeman 0 0 $0.00 0 0 $0.00
100 | Hardin 0 0 $0.00 3 2 $31,613.21
101 | Harris 31 32 | $1,199,881.32 27 25 $487,889.39
102 | Harrison 1 1 $2,187.48 1 1 $4,005.51
103 | Hartley 0 0 $0.00 0 0 $0.00
104 | Haskell 0 0 $0.00 0 0 $0.00
105 | Hays 1 1 $0.00 4 3 $60,470.91
106 | Hemphill 0 0 $0.00 1 0 $0.00
107 | Henderson 1 1 $0.00 5 3 $10,710.26
108 | Hidalgo 7 7 $200,581.65 7 7 $153,888.07
109 | Hill 2 2 $0.00 2 2 $2,353.90
110 | Hockley 1 1 $7,920.73 2 2 $15,877.76
111 | Hood 1 1 $19,664.39 2 2 $19,082.58
112 | Hopkins 0 1 $1,102.46 2 1 $7,257.54
113 | Houston 1 1 $0.00 0 0 $0.00
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Hospital Reviews

Cases

Cases

Nursing Facility Reviews?®

Cases

Cases

County Opened Closed Recovery  Opened Closed Recovery
114 | Howard 0 1 $34,247.66 2 2 $61,938.30
115 | Hudspeth 0 0 $0.00 0 0 $0.00
116 | Hunt 2 2 $0.00 5 5 $47,082.71
117 | Hutchinson 1 1 $8,331.24 1 1 $36,858.68
118 | Irion 0 0 $0.00 0 0 $0.00
119 | Jack 0 0 $0.00 1 1 $11,254.30
120 | Jackson 0 0 $0.00 2 2 $0.00
121 | Jasper 2 2 $3,067.43 2 3 $9,695.70
122 | Jeff Davis 0 0 $0.00 0 0 $0.00
123 | Jefferson 6 7 $16,016.61 8 4 $120,200.92
124 | Jim Hogg 0 0 $0.00 1 1 $1,097.80
125 | Jim Wells 1 2 $76,982.36 2 2 $12,407.43
126 | Johnson 1 1 $6,712.46 3 6 $129,194.14
127 | Jones 4 4 $94,752.96 1 1 $38,342.47
128 | Karnes 0 0 $0.00 3 1 $382.08
129 | Kaufman 2 2 $9,062.79 6 5 $72,766.82
130 | Kendall 0 0 $0.00 2 2 $52,047.53
131 | Kenedy 0 0 $0.00 0 0 $0.00
132 | Kent 0 0 $0.00 1 1 $0.00
133 | Kerr 1 1 $28,328.13 0 1 $17,914.85
134 | Kimble 0 0 $0.00 1 1 $4,285.08
135 | King 0 0 $0.00 0 0 $0.00
136 | Kinney 0 0 $0.00 0 0 $0.00
137 | Kleberg 1 1 $16,824.58 1 1 $12,495.94
138 | Knox 0 0 $0.00 0 0 $0.00
139 | Lamar 2 2 $14,902.98 3 2 $38,268.46
140 | Lamb 1 1 $4,212.07 1 3 $62,112.71
141 | Lampasas 1 1 $0.00 3 3 $2,630.92
142 | La Salle 0 0 $0.00 0 0 $0.00
143 | Lavaca 2 3 $12,495.64 1 2 $14,314.25
144 | Lee 0 0 $0.00 2 0 $0.00
145 | Leon 0 0 $0.00 0 0 $0.00
146 | Liberty 1 1 $6,876.81 2 2 $29,376.95
147 | Limestone 2 2 $3,842.78 3 2 $6,691.38
148 | Lipscomb 0 0 $0.00 0 1 $938.86
149 | Live Oak 0 0 $0.00 1 1 $41,848.34
150 | Llano 1 1 $0.00 3 2 $28,546.76
151 | Loving 0 0 $0.00 0 0 $0.00
152 | Lubbock 4 4 $109,542.04 6 6 $85,837.87
153 | Lynn 0 0 $0.00 0 1 $897.26
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Hospital Reviews

Cases

Cases

Nursing Facility Reviews?®

Cases

Cases

Opened Closed Recovery  Opened Closed Recovery
154 | Madison 1 1 $0.00 0 0 $0.00
155 | Marion 0 0 $0.00 2 2 $13,450.51
156 | Martin 1 1 $2,378.67 0 0 $0.00
157 | Mason 0 0 $0.00 0 0 $0.00
158 | Matagorda 2 2 $9,236.10 0 0 $0.00
159 | Maverick 1 1 $13,789.43 1 1 $4,483.23
160 | McCullough 1 2 $13,196.06 1 $4,495.08
161 | McLennan 3 3 $20,639.26 13 14 $82,700.11
162 | McMullen 0 0 $0.00 0 0 $0.00
163 | Medina 1 1 $0.00 2 1 $33.66
164 | Menard 0 0 $0.00 1 1 $1,589.52
165 | Midland 2 2 $24,471.11 2 3 $31,302.88
166 | Milam 1 2 $39,674.25 2 1 -$359.57
167 | Mills 0 0 $0.00 0 0 $0.00
168 | Mitchell 0 1 $1,437.33 0 0 $0.00
169 | Montague 2 2 $10,220.02 1 1 $7,456.49
170 | Montgomery 3 3 $24,310.45 0 0 $0.00
171 | Moore 1 1 $17,876.90 1 1 $5,792.68
172 | Morris 0 0 $0.00 1 1 $8,676.06
173 | Motley 0 0 $0.00 0 0 $0.00
174 | Nacogdoches 2 2 $10,030.27 5 4 $21,445.50
175 | Navarro 1 1 $3,115.59 3 2 $19,450.51
176 | Newton 0 0 $0.00 1 0 $0.00
177 | Nolan 1 1 $1,153.75 1 1 $0.00
178 | Nueces 3 4 $102,019.24 3 3 $182,575.94
179 | Ochiltree 1 1 $0.00 0 0 $0.00
180 | Oldham 0 0 $0.00 0 0 $0.00
181 | Orange 1 1 $0.00 2 1 $9,719.33
182 | Palo Pinto 1 1 $10,721.40 1 1 $66,426.49
183 | Panola 1 1 $0.00 0 1 $42,543.38
184 | Parker 2 2 $558.67 2 2 $8,169.21
185 | Parmer 1 1 $4,558.06 1 2 $24,774.28
186 | Pecos 1 1 $0.00 0 0 $0.00
187 | Polk 1 1 $18,314.66 3 2 $12,274.25
188 | Potter 0 0 $0.00 5 5 $71,311.45
189 | Presidio 0 0 $0.00 0 0 $0.00
190 | Rains 0 0 $0.00 1 1 $22,794.25
191 | Randall 2 2 $208,770.91 1 2 $30,304.51
192 | Reagan 0 0 $0.00 1 1 $1,542.60
193 | Real 0 0 $0.00 1 1 $42,379.98
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Hospital Reviews

Nursing Facility Reviews?®

Cases Cases Cases Cases
County Opened Closed Recovery  Opened Closed Recovery
194 | Red River 1 1 $0.00 0 0 $0.00
195 | Reeves 1 1 $12,173.25 0 0 $0.00
196 | Refugio 1 1 $0.00 0 0 $0.00
197 | Roberts 0 0 $0.00 0 0 $0.00
198 | Robertson 0 0 $0.00 4 3 $540.90
199 | Rockwall 1 1 $23,170.05 0 0 $0.00
200 | Runnels 0 0 $0.00 2 2 $11,651.45
201 | Rusk 1 1 $0.00 4 3 $38,729.92
202 | Sabine 0 1 $3,645.10 0 0 $0.00
San
203 | Augustine 1 1 $0.00 0 0 $0.00
204 | San Jacinto 0 0 $0.00 0 0 $0.00
205 | San Patricio 0 0 $0.00 2 3 $55,733.39
206 | San Saba 0 0 $0.00 0 0 $0.00
207 | Schleicher 1 1 $678.25 1 1 $16,619.05
208 | Scurry 1 1 $9,368.14 2 2 $22,163.38
209 | Shackelford 0 0 $0.00 0 0 $0.00
210 | Shelby 1 1 $12,838.83 2 1 $6,135.60
211 | Sherman 0 0 $0.00 0 0 $0.00
212 | Smith 3 3 $54,528.17 4 5| $121,599.89
213 | Somervell 1 1 1 1 $20,717.07
214 | Starr 1 1 $1,713.52 1 1 $29,579.09
215 | Stephens 1 1 $12,534.11 2 1 $1,576.45
216 | Sterling 0 0 $0.00 0 0 $0.00
217 | Stonewall 0 0 $0.00 1 1 $3,405.70
218 | Sutton 1 1 $0.00 0 0 $0.00
219 | Swisher 1 1 $0.00 1 1 $8,659.00
220 | Tarrant 11 11 $208,605.98 31 26 | $498,898.00
221 | Taylor 0 0 $0.00 4 5| $108,614.76
222 | Terrell 0 0 $0.00 0 0 $0.00
223 | Terry 1 1 $2,729.08 2 2 $0.00
224 | Throckmorton 0 0 $0.00 0 0 $0.00
225 | Titus 1 1 $3,518.00 0 1 $11,669.89
226 | Tom Green 3 3 $29,046.47 4 4| $100,754.73
227 | Travis 9 9 $52,082.92 15 16 | $304,353.08
228 | Trinity 1 1 $0.00 1 1 $339.75
229 | Tyler 1 1 $0.00 0 0 $0.00
230 | Upshur 0 0 $0.00 0 0 $0.00
231 | Upton 0 0 $0.00 1 1 $2,541.33
232 | Uvalde 1 1 -$1.75 1 0 $0.00
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Hospital Reviews

Cases

Cases

Nursing Facility Reviews?®

Cases

Cases

Opened Closed Recovery  Opened Closed Recovery

233 | Val Verde 1 0 $0.00 3 1 $907.73
234 | Van Zandt 1 1 $0.00 4 4 $33,606.44
235 | Victoria 2 2 $23,891.91 4 3 $78,474.64
236 | Walker 1 1 $6,694.68 2 2 $29,586.52
237 | Waller 0 0 $0.00 0 0 $0.00
238 | Ward 0 1 $4,095.06 1 1 $14,480.19
239 | Washington 1 1 $0.00 3 2 $12,457.55
240 | Webb 3 3| $408,641.33 0 0 $0.00
241 | Wharton 2 2 $18,997.05 0 0 $0.00
242 | Wheeler 1 1 $0.00 1 1 $8,324.17
243 | Wichita 2 3 $72,613.26 5 6 | $150,275.23
244 | Wilbarger 1 1 $7,475.71 1 1 $2,420.00
245 | Willacy 0 0 $0.00 1 1 $66,712.96
246 | Williamson 2 2 -$466.18 4 4 $76,408.33
247 | Wilson 1 1 $0.00 3 2 $96,331.95
248 | Winkler 1 1 $2,926.11 0 0 $0.00
249 | Wise 1 1 $4,821.52 2 3 $21,192.46
250 | Wood 2 2 $3,979.50 2 2 $10,708.70
251 | Yoakum 1 1 $3,358.68 0 0 $0.00
252 | Young 2 2 $14,918.13 1 1 $13,796.76
253 | Zapata 0 0 $0.00 0 0 $0.00
254 | Zavala 0 0 $0.00 0 0 $0.00

Unknown Co. 0 0 $0.00 0 0 $0.00

Multiple Co. 0 0 $0.00 0 0 $0.00
300 | Out of State 2 2 $0.00 0 0 $0.00

Total 326 341 | $6,277,039.45 536 498 | $8,008,308.44
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Section VI—Other OIG Activities

Education and Prevention

Total

Type of Course 1st Quarter’®* 2nd Quarter 3rd Quarter 4th Quarter Enrolled
TILE Training - Nursing Facilities
— Correspondence Course 83 124 132 207
TILE Training - Nursing Home —
On-Line Internet Course 58 162 389 220
TILE Training — Community
Based Alternatives — Correspon-
dence Course 199 162 376 361
TILE Training — Community
Based Alternatives - On-Line
Internet Course 138 342 944 480
Total 245 478 790 1841 3354

% Texas State University-San Marcos did not track by the individual TILE training course. Therefore, total enrollment

by TILE training course cannot be calculated for SFY 2006.
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Staff Presentations

Date Audience Subject Presenter
October 3, 2005 Association of Certified Fraud Fraud Cases Referred to HHS Brian Flood
Examiners
October 13, 2005 Texas Medical Auditors Asso- The New “Rules” for Waste, Brian Flood
ciation Annual Conference Abuse and Fraud
November 1, 2005 | Texas Government Accountabil- | Best Practices-The Governor’s | Brian Flood
ity Conference Fraud Initiative (Panel) Cul-
ture of Honesty & Ethics
November 14, Special Investigations Depart- Panel discussion of current is- | Brian Flood
2005 ment of Health Care Service sues regarding the develop-
Corporation (BlueCross Blue- ment, referral and prosecution
Shield of Illinois) of health care fraud cases.
December 1, 2005 State Farm / NICB Annual OIG Overview Wayne Sneed
Training
January 18, 2006 Senate Finance Committee Medicaid Fraud In Texas Brian Flood
January 31, 2006 City of San Antonio Internal Sampling and data analysisin | Bruce Truitt
Auditors fraud, waste, and abuse cases
February 2, 2006 New York Senate Public Hear- | Testify on Medicaid fraud, Brian Flood
ing waste, and abuse
February 9, 2006 Missouri Senate Special Com- Testify on Texas methods of Brian Flood
mittee on Medicaid Fraud combating Medicaid fraud,
waste and abuse
March 12, 2006 North Texas Health Care Pro- OIG Overview Charlotte Dokes
vider Association
March 28, 2006 U.S. Senate Committee on Witness for hearing on “Bol- Brian Flood
Homeland Security and Gov- stering the Safety Net: Elimi-
ernment Affairs Subcommittee | nating Medicaid Fraud”
on Federal Financial Manage-
ment, Government Information,
and International Security
March 29, 2006 Health Care Compliance Asso- | 2005 Deficit Reduction Act Brian Flood
ciation Teleconference
April 6, 2006 American Association of Medi- | Anti-Fraud Initiatives in the Brian Flood
cal Audit Specialists State of Texas-Creation of the
Office of Inspector General
April 6, 2006 Department of Family and Pro- | Electronic compilation and sta- | Bruce Truitt
tective Services Procurement tistical analysis of information
and Contracting Staff received in response to RFP’s
April 12, 2006 Association of Government Ac- | Contract Auditing Debi Weyer

counts-San Antonio Chapter
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Date Audience Subject Presenter

April 24, 2006 2006 Association of Certified The Finer Points of Prosecut- Brian Flood
Fraud Examiners (ACFE) Insur- | ing Insurance Cases
ance Fraud Conference

April 25, 2006 Health Care Compliance Asso- | The Wave of Change in Gov- Brian Flood
ciation (HCCA) 10* Anniver- ernment Enforcement: The
sary Compliance Institute DRA and Beyond

May 16, 2006 Florida Fraud & Abuse Repre- MFADS Overview Genie DeKneef
sentatives

May 17, 2006 Florida Fraud & Abuse Repre- Sanctions Overview Leslie Vance, Ralph
sentatives Longmire, Nancy

Steele

May 23, 2006 Department of State Health Ser- | Electronic compilation and sta- | Bruce Truitt
vices Procurement and Con- tistical analysis of information
tracting Staff received in response to RFP’s

June 6, 2006 Private Provider’s Association OIG and Cost Report Auditing | Robin Smith

Overview

June 8, 2006 National Fraud and Abuse Fo- Using stop-and-go sampling in | Bruce Truitt

rum detecting fraud, waste, and
abuse

June 16, 2006 American Association of OIG Overview Charlotte Dokes
Healthcare Administrative
Management

June 21, 2006 Managed Care Organizations Sampling and data analysisin | Bruce Truitt
Special Investigators fraud, waste, and abuse cases

June 28, 2006 Kansas, Missouri, Arkansas, Combined State Fraud Meet- Brian Flood
Oklahoma, and Texas Medicaid | ing
Programs

August 10, 2006 Texas Association of Rural Medicaid Fraud and Abuse in | Brian Flood
Health Clinics Texas

August 31, 2006 HCPro Live Audio conference The Deficit Reduction Act: Get | Brian Flood

ready for the Medicaid en-
forcement revolution.
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Appendix C—OIG Division Summary Excluding TPR

2005 2006
Cost Cost
Recoupments Avoidance Recoupments Avoidance
Compliance
Quality Review
Utilization Review
Hospitals (DRGs) $22,867,551 g $18,364,793 g
Nursing Homes (Case Mix Review) $10,448,797 g $17,240,718 g
TEFRA Claims h N/A h N/A
Children's Summary h N/A h N/A
Psychiatric Summary h N/A h N/A
Compliance Monitoring and Referral b b b b
WIC Vendor Monitoring $20,351 $6,077 $72,751 $4,572
Technology, Analysis, Development, and Support $2,660,128 $333,812 $1,596,974 $257,895
RADS
Surveillance and Utilization Review Subsys-
tems d g d g
Medicaid Fraud and Abuse Detection System d g d g
Audit $943,398 $98,679,946 $61,940 $20,924,124
Enforcement
Medicaid Provider Integrity e e e e
General Investigations $21,342,829 $3,858,675 $15,824,940 $4,024,971
Internal Affairs $2,371 N/A $0 N/A
WIC Investigation Recoveries $46,251 $853 $31,705 $0
Chief Counsel
Sanctions $33,782,310'5 $3,881,784 $15,801,240 $47,015,441
Civil Monetary Penalties $13,045,838 N/A $3,195,342 N/A
Potential Identified Inappropriate Payments (i) N/A N/A N/A $32,000,000
Third Party Recoveries (TPR) $323,345,679 | $255,727,973 $374,459,646 $274,600,975
TOTAL Recoupments without TPR $105,159,824 $72,190,403
TOTAL Cost Avoidance without TPR $106,761,147 $104,227,003

a= Data for recovery and/or cost avoidance not available from HHSC-OIE.

b= Function discontinued in 2003.

c= Data previously captured by or not reported by legacy agencies.
d=SURS and MFADS recoveries are reported within TADS and/or Sanctions.

e= MPI dollars are reported under Sanctions.

f= Sanctions recovery and cost avoidance were previously reported under MPL

g= OIG has taken a more conservative approach to the calculation of cost avoidance, and therefore a comparison to prior years is not
possible. After a review of all OIE cost avoidance methodologies during the Optimization Phase of Transformation, OIG has removed

cost avoidance savings for UR, MFADS, and SURS.

h=TEFRA Claims and Children's and Psychiatric Summaries consolidated and reported under Utilization Review Hospitals.

i= Includes 32 million identified potential improper payments (see page 46).
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Appendix D—News Articles

Speech - February 3, 2005
Text of Gov. Rick Perry’s Remarks To Texas Association of Broadcasters

(NOTE: Gov. Perry frequently deviates from prepared text.)

Thank you, Bob. It is an honor to be with you today.

There is not a day that goes by that I am not reminded of the power and reach of
television. I suppose that was especially true three years ago when my opponent
spent about $50 million to put grainy black-and-white images of me in every Texan's
living room.

Of course, the broadcast media can have a tremendously positive impact too, as it
has on the lives of millions of Texans.

Not only do you empower our citizens with the knowledge they need to make in-
formed decisions, your efforts have helped make Texas a more responsible and more
compassionate state.

Few, if any, other industries can claim to do more for their local communities than
broadcasters.

In the past year alone, Texas television and radio stations have raised $46 million for
local charities, more than $3 million for scholarships and civic causes, and dedicated
thousands of hours of airtime to raising awareness of important issues through pub-
lic service announcements.

One event I have been proud to be a part of in years past is the West Texas Rehab
Telethon, which raises funds to help Texans recover from injuries and adjust to dis-

abilities.

That is just one example of how the broadcast media helps build a stronger social
fabric.

Of course, it doesn't stop there. Emergency weather and hazard warnings save lives.

The Amber Alert system that you helped establish has helped law enforcement close
the net around child abductors.
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Many of us have even benefited from exposés on which restaurants have slime in the
ice machine.

But of the many needs you meet for our citizens there is none greater than telling the
people of Texas what happens each day.

Broadcasters are a critical link between the people and their government, and help
Texans hold their elected leaders accountable.

This is a vital service that many of us in America take for granted but I guarantee
you, in other parts of the world where the free press is anything but free, that is a
foreign concept.

Accountability is essential to our democracy.

In my state of the state address, I laid out a vision that calls for greater accountability
in government specifically in education, protective services and property tax collec-
tion.

The initiative that I believe is essential to government accountability is the creation
of Inspector General positions at large state agencies.

I believe we need an independent voice at large state agencies that is accountable not
to the bureaucracy but to independent boards or individual commissioners and ul-
timately, to the people.

The function performed by an independent inspector general is complimentary to
but distinctly different from the service performed by the state auditor.

As envisioned by statute, the State Auditors Office is largely composed of audit staff
that review accounting practices, policies and procedures, and performs audits on a
rotating schedule.

This is an important function. At the same time, we need to do more to ensure ulti-
mate accountability with taxpayer funds.

An inspector general will not only look to see if agency policies and procedures are
followed but whether those policies and procedures ensure an efficient delivery of
services.
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An inspector general would lead a staff that includes program specialists, criminal
investigators, lawyers and experts in specific subject areas.

Inspectors general would have additional authority to subpoena documents in
criminal investigations and coordinate with law enforcement to make sure that scam
artists and crooks are brought to justice.

And they would have the broad authority needed to launch thorough investigations,
and make sweeping changes to the structure and culture of an agency.

As an example of the difference an Inspector General can make in bringing greater
accountability to government, I point to Brian Flood at the Health and Human Ser-
vices Commission.

His work has already resulted in a $5 million settlement from a dental clinic that en-
gaged in fraudulent Medicaid billing practices as well as the conviction of two indi-
viduals for Medicaid fraud, who combined, were sentenced to a record 98 years in
prison.

I also called upon Inspector General Flood to oversee the investigations I ordered
last year into child and adult protective services.

The CPS investigation which included a comprehensive review of case files, inter-
views with many caseworkers and a detailed analysis of how much time investiga-
tors devote to administrative tasks, in addition to work with families, revealed just
how broken our safety net is for vulnerable children.

But just as importantly, because of the level of detail involved, that investigation
gave us tremendous insight into needed reforms that will change Texas for the bet-
ter.

Today, we have a blueprint for reform that will drop investigator caseloads by 40
percent, increase the time investigators spend with children and families by 39 per-
cent, and reduce time spent on paperwork by 58 percent.

This reform plan will also improve salaries for CPS workers, improve case manage-
ment through better utilization of technology and dramatically change the structure
of the agency so no investigator is distracted from the main mission: helping abused
and neglected children.
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A sweeping reform plan often requires a sweeping investigation.
And that's exactly what we get from an inspector general.

The same kind of investigatory authority in place at the Texas Education Agency
could help us track down allegations of test tampering at Texas schools.

Hopefully, test tampering is more isolated than has been reported.

An inspector general could get to the bottom of it in an efficient, independent man-
ner.

I think it is important to have strong, independent oversight at our agencies espe-
cially those charged with expending large sums of money such as the Texas Depart-
ment of Transportation, the Texas Department of Insurance, the Texas Workforce
Commission and several more.

We may find we have the best run agencies in the nation.

At the same time, we may find areas where we can get more for Texans' money.

But the point is we won't know for sure until we try.

Let me conclude my comments on the one issue foremost on legislators' minds, edu-
cation reform.

In fact, education reform is the subject of the day as leaders in the House announce
their plans for increasing achievement at Texas school.

I applaud Speaker Craddick, Chairman Grusendorf and the leadership of the House
for not only focusing on improving funding for our schools but improving perform-
ance too.

Their plan is a strong starting point because it devotes new resources to schools, im-
proves teacher compensation and focuses the debate on achievement.

How much we spend on education is important. How we spend the money is most
important.
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I see this legislative session as a once-in-a-generation opportunity to improve educa-
tion and improve young lives.

Despite a decade of progress and gains by students of every background, we still
have an achievement gap in Texas schools that will be an opportunity gap when to-
day's students become tomorrow's workers.

Look at the statistics: Today we have 36,399 students trapped in failing schools. Last
year 889,468 students failed at least one section of the TAKS. And two years ago
15,665 students dropped out.

I want to dedicate new money to education in a way that draws the very best from
our teachers and students, and that focuses our attention where it is needed most in
schools where we have large numbers of economically disadvantaged students,
where graduation rates are low and where too few children graduate prepared for
college and success in life.

I believe we should attract our best and brightest teachers to our hardest learning
environments with salary stipends as high as $7,500 for teachers that help turn
around schools with large numbers of economically disadvantaged students.

We must also provide meaningful progress incentives for schools that serve mostly dis-
advantaged student populations.

And if schools struggle educating children of limited means I believe this state has
an obligation to provide expert help in the form of school turn-around teams that
can mentor teachers and review management practices.

As lawmakers convene for this 79th legislative session, we face great challenges but
not insurmountable ones.

In fact, throughout my twenty years in public service I have never been more opti-
mistic about our future.

Part of my confidence stems from all the good news I keep seeing on the television
about how far Texas has come in the past two years.

We've turned a record budget shortfall into a revenue surplus, in just two years we
were named the number one business climate in America and on the biggest issues
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facing this session of the legislature, there is a growing consensus on the direction
we need to move.

When our work is done a few months from now, I look forward to watching and lis-
tening to your reports on how this legislature has changed Texas for the better.

Thank you. I would be happy to take your questions.
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The Senate
Republican Majority

Senator Joseph L. Bruno, Majority Leader

Date: 03/14/2006

Office: Bruno

Title: SENATE PASSES HISTORIC PLAN TO FIGHT MEDICAID FRAUD
FOR RELEASE: Immediate, Tuesday, March 14, 2006
www.senate.state.ny.us

SENATE PASSES HISTORIC PLAN TO FIGHT MEDICAID FRAUD
New Initiative Is The Most Comprehensive in the Nation;
Increased Accountability Could Save Taxpayers More Than $2 Billion

The New York State Senate today passed the toughest, most comprehensive
plan to combat Medicaid fraud in the United States. The Medicaid Fraud Pre-
vention and Recovery Reform Act of 2006 (5.6872-A, Senator Dean Skelos, R,
Rockville Centre) is a 10-point plan that would fight fraud and abuse at every
step of the process, from billing and pre-payment review to investigation, civil
recovery and criminal prosecution of Medicaid thieves.

"Medicaid fraud hurts every single taxpayer in this state," Senator Bruno said.

"It's costing State and local governments billions of dollars every year. Crimi-
nals who steal through Medicaid fraud are also hurting people who need health
care, and they are hurting honest, dedicated professionals who provide health
care. I congratulate Senator Skelos, as well as Senator Hannon and Senator
Meier, for developing this tough, comprehensive plan that will take every possi-
ble step to root out fraud, bring integrity and accountability to the Medicaid sys-
tem and ensure that taxpayer funds are being used properly."

"Medicaid fraud steals from everyone in New York State. It drives up property
taxes, state taxes and federal taxes and deprives the neediest New Yorkers of the
quality health care they deserve," said Senator Skelos. "The Senate first raised
this issue over a year ago and this ten-point plan is the most comprehensive
Medicaid fraud package ever proposed. By strengthening the way we prevent,
detect, investigate and prosecute Medicaid fraud, this legislation will fundamen-
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tally reform a broken system and achieve real results for hardworking taxpay-

"

ers.

"The goal of the State Senate's Medicaid Fraud package is simple -- saving our
taxpayers over $2 billion and continue to provide health care services for those
in need," said Senator Dale M. Volker. "For those who continue to exploit our
state's Medicaid system, their illegal behavior will be met with severe criminal
penalties. We will not tolerate and accept fraud within our Medicaid system,
and we are giving our law enforcement agencies the needed legal tools to prose-
cute those who take advantage of the public's trust."

The Medicaid Fraud Prevention and Recovery Reform Act of 2006 includes simi-
lar reforms enacted in Texas, which provided immediate results. In the first
year after enacting Medicaid reform, Texas increased the amount of money re-
covered from Medicaid fraud by 30 percent, without incurring any additional
expense. Texas, now, annually recoups five percent of its total Medicaid expen-
ditures. Applying the results in Texas to New York's $46 billion Medicaid pro-
gram, would result in an annual savings of $2.3 billion for the program and pro-
vide relief for State and local taxpayers.

The Senate anti-Medicaid fraud plan includes:

> Creating a new, independent, Office of Medicaid Inspector General by con-
solidating responsibilities and staff from eight agencies into one new office
within the Department of Health;

>Referring fraud cases to local district attorneys if a case is refused by the Medi-
caid Fraud Control Unit in the Attorney General's office;

> Allowing local governments and district attorney offices to share in Medicaid
fraud recoveries if they provide information or evidence of fraud;
>Increasing civil and criminal penalties for people who commit Medicaid fraud;
>Requiring all health care institutions to implement corporate compliance and
internal controls programs;

>Requiring the State Insurance Department to submit an annual report of health
insurance fraud cases submitted by health plans;

> A $500,000 appropriation for the New York Prosecutors Training Institute to
conduct an educational program on Medicaid fraud for local district attorneys;
> Authorizing the Department of Health to upgrade information technology to
detect Medicaid fraud;

> A demonstration project in Chemung County using the latest technology to
detect Medicaid fraud; and
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> Adopting a State False Claims Act that would allow the State to collect 10 per-
cent of the federal share of any recoveries made under the Act.

"The Senate has led the way in identifying efficiencies to control the growth of
Medicaid without sacrificing quality. Fraud undermines both of those goals by
wasting tax dollars and also straining the system to the point where quality is
compromised,” said Senate Health Committee Chairman Kemp Hannon (R,
Garden City), co-chair of the Senate Task Force on Medicaid Reform.

"A goal of the Senate's Medicaid Reform Task Force was restoring accountability
to a program that has run out of control for too long. Eliminating waste, fraud
and abuse are key steps toward achieving that goal," said Senator Raymond A.
Meier (R-C, Western), co-chair of the Senate Medicaid Reform Task Force.

The federal General Accounting Office estimates that 10 percent of Medicaid ex-
penses are diverted through fraud, an amount equal to billions of dollars spent
by New York on the program.

The comprehensive Senate Medicaid fraud plan was developed after statewide
public hearings held by the Senate Medicaid Reform Task Force. At the hear-
ings, the task force received input and suggestions from people in the health
care industry and the law enforcement community on what could be done to
strengthen the state's efforts to detect and prevent Medicaid fraud.

Among those who testified at the hearings was Texas Health and Human Ser-
vices Commission Inspector General Brian Flood, who spoke about the remark-
able results of Texas Medicaid fraud plan, upon which the Senate plan is mod-
eled. Brian Flood will discuss New York's legislation as a model for state level
efforts to fight Medicaid fraud when he testifies before the United States Senate.

The Senate Medicaid Reform Task Force, created by Senator Bruno in 2003, rec-
ommended several important measures that have become law, including the
State cap on local Medicaid expenses and the State takeover of the local share of
the Family Health Plus program, that have saved local property taxpayers bil-
lions of dollars.

Medicaid Fraud Prevention and Recovery Reform Act of 2006
The Medicaid Fraud Prevention and Recovery Reform Act of 2006 is a 10-point
plan, including comprehensive legislation (5.6872-A) and a budget appropria-
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tion for the New York Prosecutors Training Institute (NYPTTI). The plan includes
the following;:

1. Office of Medicaid Inspector General

The legislation consolidates the Administration's Medicaid program integrity
responsibilities and staff from each of the eight involved state agencies into a
new Office of Medicaid Inspector General within the Department of Health.
While the Office must remain within the Department of Health to receive fed-
eral matching funds and maintain access to the necessary claims information, its
operations will be completely independent. The Inspector General would func-
tion independently and report directly to the Governor.

The Office will focus on three main functions: compliance, investigation and re-
coupment/sanctions. To this end, it will review all Medicaid expenditures and
investigate those identified as suspected fraud or abuse. It will have the power
to withhold payment until the claim is determined to be appropriate (up to 30
days under federal law), impose administrative sanctions and pursue civil re-
coveries and third-party recoveries, i.e., coordination of benefits with health in-
surers.

For those fraudulent claims determined to be criminal, the Office will serve as
the investigative entity for provider fraud prosecutions initiated by the Attorney
General's Medicaid Fraud Control Unit (MFCU) or, should the MFCU not accept
a referral, local district attorneys and recipient fraud prosecutions initiated by
the Welfare Inspector General and district attorneys.

2. Access to Information for Local Prosecutions

The MFCU will have 30 days to accept a criminal fraud referral from the Office.
If it fails to accept, the Office will be required to refer the case file to the local
district attorney.

3. Restoration of the Local Share for Certain Medicaid Fraud Recoveries

If the Office or the Attorney General achieves any restitution or recovery from
information or evidence developed by a local county (or its district attorney), the
county will receive 15 percent of the non-federal share (general fund) and the
district attorney will receive 15 percent of the non-federal share (for investiga-
tion/prosecution of Medicaid fraud or other crimes against revenue). If the local
district attorney achieves restitution, the county and the district attorneys office
will each receive 20 percent of the non-federal share.
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4. False Claims Act

The federal Deficit Reduction Act encourages the states to adopt state False
Claims Acts mirroring the federal False Claims Act by providing the state with
10 percent of the federal share of any recovery achieved under the Act.

5. Improved Technology

The Senate bill authorizes and directs the Department of Health to contract with
vendors for upgraded information technology necessary to detect Medicaid
fraud, conduct utilization review and coordinate third-party benefits (health
plans). Improved technology would improve accountability in Medicaid ex-
penditures throughout the process and coordinate benefits with health plans to
ensure Medicaid is the payor of last resort.

6. New Medicaid Fraud Offenses and Penalties

The Senate bill incorporates the Executive Budget proposals for tougher civil
and criminal penalties on people who commit Medicaid fraud, but limits the
applicability to Medicaid.

7. Chemung County Demonstration Project

The Senate bill incorporates the Executive Budget's proposal for the establish-
ment of a local Medicaid fraud demonstration project in Chemung County,
which would develop a fraud detection system that uses the latest technology to
review inappropriate utilization of services.

8. Health Insurance Fraud Report

The Senate bill requires the State Insurance Department to annually submit a re-
port detailing its investigation of health insurance fraud cases submitted by
health plans. Currently, SID is investigating 2.9 percent of all such cases—far
below levels for other types of suspected insurance fraud.

9. Corporate Compliance Program

As a prerequisite for Medicaid eligibility, the Senate bill requires larger Medi-
caid providers to implement Sarbanes-Oxley style corporate compliance and in-
ternal controls programs designed to prevent improper and inaccurate billings
and fraud.

10. NYPTI Appropriation

The Senate Majority's Medicaid fraud package includes a $500,000 budget ap-
propriation for NYPTI to conduct an educational program relating to Medicaid
fraud for local district attorneys and prepare form materials/basic research.
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In addition, the grant will require NYPTI to report to the Legislature regarding
the necessity of additional staff in certain district attorneys' offices to prosecute
Medicaid fraud and judicial reforms, such as creating a Medicaid fraud or
crimes against revenue division within the State Supreme Court.

The bill was sent to the Assembly.
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NEW, YORKIPOSTS

Stopping the Bleeding in New York Medicaid Program
May 2, 2006

By Steven Malanga

For nearly 40 years, New York counties have had the worst of all possible
Medicaid worlds, because they've been forced to pay a big chunk of the
state's cost for the gigantic health care program while they had little say over
how it was designed or administered. Among other frustrations, county offi-
cials have watched as the state reduced its efforts at detecting fraud amid
widespread reports of corruption and inefficiency.

But under intense pressure, state officials have finally given a handful of
counties the right to begin scrutinizing their local Medicaid programs to
search for fraud, abuse and waste - and the initial results are astonishing.

In Rockland County, a preliminary investigation into the prescribing prac-
tices of high-volume pharmacies found that nearly half of all their bills, con-
stituting $13 million in payments, were questionable, and up to a quarter of
the bills were so problematic that they could well involve fraud. "If even just
half those questionable cases turn out to be fraudulent or incorrect billings,
the savings will turn out to be enormous," says Rockland County Executive
C. Scott Vanderhoef, who adds, "this is just the beginning of our efforts."

At $300 billion, Medicaid is one of our federal government's biggest pro-
grams - one it shares with the states, which administer it. Unfortunately,
Medicaid often also seems like one of our most-abused programs, the subject
of an estimated $30 billion in waste and fraud each year by recipients, health-
care providers and outright scam artists who target the program.

But after decades of lax enforcement by states, the stories of mismanagement
and abuse within Medicaid are pushing some states and counties to take ac-
tion. They're showing that we needn't tolerate abuse of the program. New
York state could take a page from what's happening elsewhere.

Leading the way is Texas. In 2003, its Legislature created an inspector gen-
eral's office, responsible for all of the state's Medicaid enforcement functions.
The state hired dozens of new oversight workers to reinforce its troops of
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computer experts, nurses and pharmacists who scrutinize patient records,
and prosecutors. Today, Texas's Medicaid program, which at $18 billion a
year is about 60 percent smaller than New York's, has four times as many
people working to uncover fraud and prevent billing errors. Last year, Texas
recovered $441 million in erroneous or fraudulent billings.

Following Texas's lead, Ohio's Legislature has authorized its state auditor to
start inspecting Medicaid providers (previously, only the state's health de-
partment could do so). Even New York is now contemplating an inspector
general's office. "We need to have one agency and one person who has own-
ership of the Medicaid fraud problem," says Deputy Senate Majority Leader
John DeFrancisco. "Right now, no one person is accountable."

Such officials will be mere window dressing unless legislators give them the
tools to prosecute Medicaid fraud effectively - including tougher laws. Many
states still don't criminalize Medicaid fraud, so officials must prosecute on in-
surance fraud, mail fraud or racketeering charges. That's not always easy,
since some courts refuse to recognize Medicaid as an insurance program.

But under laws enacted in the 1990s, New Jersey now hands out up to 10-
year prison sentences for Medicaid fraud, as well as fines of up to five times
the amount involved. Other states, such as North Carolina, have made it eas-
ier for prosecutors to win judgments against sham Medicaid providers in
civil court.

States are also making it harder for service vendors and health-care practitio-
ners to become eligible to receive Medicaid funds. Illinois has amended its
Medicaid law to require ambulette firms - "a hotbed for potential fraud and
abuse," says the state inspector general - to undergo criminal background
checks and fingerprinting before participating in the program.

Governments are also investing in sophisticated new technology, like that be-
ing used by Rockland County, which can monitor Medicaid's staggering
number of transactions for suspicious billing patterns. Perhaps the most am-
bitious use of advanced technology is a Texas pilot program that relies on
fingerprinting and biometric readers in doctors' offices and hospitals. Medi-
caid recipients get a "smart card,” imprinted with their fingerprint. Electronic
card readers then check the fingerprint to verify that the patient applying for
care is indeed the cardholder, thereby reducing recipient fraud. Patients
swipe the cards at the start and end of a visit, to record the time they spent at
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the facility - a safeguard against overbilling or charging for more elaborate
services than those actually provided.

Even with tougher enforcement, states must confront the troubling reality
that Medicaid programs have grown too large and complex to manage easily.
That's why the best idea for reducing fraud over the long term may be Flor-
ida's push to overhaul its entire Medicaid program.

Last fall, the federal government gave Florida permission to try a drastic re-
vamping of the system. The state will stop acting as a giant health insurer
and instead move recipients into private plans. Florida will pay the insurance
companies a yearly fee to enroll the recipients, in the same way that a private
employer now pays for its employees to receive health coverage. As in the
private sector, each insurer will be responsible for auditing bills and sniffing
out fraud by providers or recipients in its system, and lax efforts to eliminate
waste, inefficiency and incorrect billings will eat away at companies' bottom
lines.

Other states have pledged to watch Florida's effort carefully over the next
five years. If it succeeds, it may well become the next Medicaid model. Until
then, states still have plenty of room for improvement in their efforts to stem
Medicaid fraud.

This article is adapted from the Spring 2006 issue of the Manhattan Institute's
City Journal, where Steven Malanga is a contributing editor.
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HCCA

HEALTH CARI
COMPLIANCE
ASSOCIATION

Editor’s note: This interview with Brian
Flood, Texas Health and Human
Services Inspector General, was conduct-
ed by Frank Sheeder, a member of the
HCCA Board of Directors in April 2006.
Texas Governor Rick Perry appointed
Brian Flood as Inspector General for
Health and Human Services in October
2003. Mr. Flood may be reached by tele-
phone at 512/424-6500 and Frank
Sheeder may be reached by telephone at
214/999-6191.

FS: Whais your professional back-
ground?

BF:  1was an insurance claims adjuster
while attending night law school. After grad-
uation [ joined the Dallas County Distriet
Attorney’s Office as a criminal prosecutor. [
served as the Chief of the Specialized Crime
Division, which prosecuted white-collar
crimes, including health care fraud, uncil 1
came to this position. [ have also served for
many years on the Board of Directors for the
National White Collar Crime Center, a mul-
timillion-dollar nonprofic dedicated to serv-
ing local, state, federal and international reg-
ulatory, criminal justice and law enforcement

agencies for white-collar crime training, tech-
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Meet Texas IG Brian Flood

nology, and enforcement. I currendly serve as
Vice-chairman of the Board. I have also been
on the lecture staff for the University of
Texas at Dallas. I recently obtained my CHC
after attending the Health Care Compliance
Association’s (HCCA) Compliance Academy
in March.

FS: Tunderstand that your position is
fairly new and unique. Can you tell us how

it came into existence and how you were

chosen for this role?

BF: The Texas Legislature created the
position in 2002. It was part of a bill that
completely reorganized the Health and
Human Services System, combining 12 agen-
cies into 5 and creating an Office of
Inspector General for the System. After the
passage of the bill, the Governor’s office cre-
ated a scarch committee that looked for can-

didates. My name came up during their
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Compliance Today: An HCCA publication for health care compliance professionals

search. I was contacted, interviewed, and
then selected by the Governor’s office for the
appointment. | was recently re-appointed by

the Governor.

FS: Wha are some of vour responsibilities
as Inspector General?

BF: Oversimplified, the office oversees
the entire health and human services enter-
prise and systems to find, control, reduce, or
recover funds from events of waste, abuse or
fraud. For example, we oversee all fee for
service hospital DRG (Diagnosis Related
Group) payments and nursing home pay-
ment rates TILE (Texas Index of Level of
Effort). We audir all long-term care provider
cost reports, review single audits, and con-
duct special audits. We investigate Medicaid;
Children’s Health Insurance Program
(CHIP); Temporary Assistance for Needy
Familics (TANF); Food Stamp; and Special
Supplemental Nutrition Program for
Woman, Infants, and Children (WIC) bene-
fits. We investigace any alleged criminal acts
involving abuse or fraud. You can review our
reports for all of our activities at:
hetp://www.hhs.state. tx.us/OIG/reports/
Semi-Annual_Sept2005.pdf

FS: What kinds of resources do you have
in your office for preventing and prosecuting
Medicaid fraud, abuse, and waste?

BF: We consolidated most of the previ-
ously existing resources that were scattered
among the 12 original legacy agencies. The
office utilizes state-of-the-art technology and
over 560 dedicated staff to perform its man-
date. We use our technology to assign assets
to anomalies we identify or to reports of
fraud that are sent to us. We have a Web site
and a 1-800 number to receive reports of

waste, abuse, and fraud.

FS: Those are substantial resources. It

seems like Texas is at the “top of the game”

on these issues.

BS: For the moment, Texas is performing
very well to make sure payments are made
only to those who are entitled to them and
only for the correct amount under program

rules and policy.

FS: Can you please explain the philoso-
phy that your office uses when dealing wich
providers on fraud, abuse, and waste issues?
BF: We do not believe the system can be
properly operated or regulated in a vacuum.
The office seeks to interact with the commu-
nity we serve as often as practical. We host
ongoing training to the provider community.
Last year the OIG trained over 1,700
provider staff on Medicaid policy and billing.
In the last two years we have also appeared at
many provider and legal forums to explain
how we operate. We feel that an informed
relationship better serves the program, the
providers, and the beneficiaries. That is why
I recently participated in a presentation with
you at the HCCA Annual Compliance

Institute.

FS: The Deficit Reduction Act of 2005
(DRA) creates an incentive for states to have
statutes that mirror the federal False Claims
Act by January 1, 2007. What are some of
factors that may have influenced Congress to
feel the need to create such an incentive?
BF: Al of the states, at the local, county,
state and federal levels are feeling the pinch
from the increased budget loads that the vari-
ous benefits programs place on them.
Ensuring benefits are only paid to the proper
party actually makes more benefits available
to the necessary beneficiary and vendor.
Otherwise, funds are drained away by abuse
and fraud and therefore unnecessarily
increase the deficit. This provision creates
another tool to ferret out and recover

improper payments.

FS: What are the implications of thar for
the incentive for the states? How close are they
to having the things in place that they will need
to benefit from the financial incentive?
BF: since 1999, the GAO [Government
Accountability Office] and CMS [Centers for
Medicare and Medicaid] have made several
reviews of the states. They have found a wide
variance in program sophistication and ability
to address waste, abuse, and fraud. Texas is on
the high end for performance, technology,
and innovations to control spending and
ensure proper payments. Only about one-
third of the states currently have statutes that
parallel the federal False Claims Act. With the
DRA, that is going to change. State legisla-
tures across the country are now endeavoring
to enact the laws necessary to obtain the
financial incentives provided by the DRA.

More federal involvement will mandare
higher accountability throughout the system
for enforcement initiatives. There is a big
picture shift for overseeing how both federal
and state dollars are spent. Consider the fol-
lowing four recent initiatives. First, the
recent federal approval in the DRA of an
aggregate yearly $100 million new dollars to
enhance new HHS-OIG and CMS Medicaid
enforcement initiatives over the state’s bene-
fits payment and health care systems.
Second, the United States Senate hearings in
March, “Bolstering the Safery Net:
Eliminating Medicaid Fraud™
hetp://hsgac.senate.gov/index.cfm?Fuseaction
=Hearings. Detail&Hearing|D=334

Third, the GAO, in March and April,
issued two reports of note: GAO-96-578T,
MEDICAID INTEGRITY, Implementation
of New Program Provides Opportunities for
Federal Leadership to Combat Fraud and
Abuse, hetp://hsgac.senate.gov
/_files/032806Aronovits.pdf;, and GAO-
06-347, IMPROPER PAYMENTS, Federal
and State Coordination Needed to Report

National Improper Payment Estimates on
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Federal Programs. They recommend to the
OMB [Office of Management and Budget],
who agreed, thar federal and state agencies
share responsibility for the prudent use of
federal funds. The Improper Payment
Information Act of 2002 requires the execu-
tive branch agencies to systematically address
improper payment activity and the reporting
of any overpayments in programs exceeding
$10 million dollars and an error rate in
excess of 2.5 percent. Finally, on April 26,
2006, ar the Health Care Compliance
Association’s Compliance Institure, Ms. Kim
Brandr, Director of Program Integrity,
Centers for Medicare and Medicaid Services,
told the audience thar the Center would be
implementing a national error rate program
effective 2008 for the payment system and
for all Medicaid programs in 2009. This is
consistent with the GAO reports and the
DRA funding, It clearly shows a commit-
ment that will forever change the way the

Medicaid world is measured and regulated

ing other states as they try to work on these
issues and get their laws and programs in
place. Can you please tell us abour that?
BF:  We were cited in the New York
Times, along with some other states, as a
positive comparison model for Medicaid
fraud control. It seems that because of that
we were subsequently asked to testify in the
New York, Missouri, and the United States
Senate on how we made the changes and
what benefits we gained from them. To date,
we have supplied similar information at the
requests of Georgia, Florida, Pennsylvania,
Maryland and New Jersey, and to the United

States Congress and Senate.

FS: as you know, the DRA has some
mandates for recipients of $5 million or

more in Medicaid funding, They are prereq-

FS: 1 understand chat you have been help-

uisites to payment. For example, including
details of the Federal False Claims act and its
state counterpart in employee manuals and
policies. Providing that information to
employees, contractors, and agents of the
organization. What are the implications for
providers?

BF: 1t will increase the providers’ internal
and associated parties’ educational require-
ments. In my experience this will likely
increase the potential for litigation of claims
that arc filed under the new act. It will also
likely require an increase in the compliance
and documentation requirements within the

company.

FS: Wha will happen if providers do not
comply with the Actz What kinds of things
might you be looking for when auditing or
investigating a provider?

BF: we try to include a broad look at the
provider after a risk issue has been identified.
We look to see if the provider appears to be
trying, with due diligence, to comply with
the required statutes, rules, and policies. We
look more favorably on providers that are
clearly demonstrating a material actempt to
comply and apply proper due diligence to

program oversight. We use these factors to

determine whether a sanction should be

applicd or if only a simple repayment of the

error should be made.

FS: You recently attended the HCCA
Compliance Academy. Let me say first that
we are honored that you participated. I am
sure our members would be interested in
knowing why you decided to participate.
Can you share that with me?

BF: 1 think it s beter if you can walk a
mile in another’s shoes. However, in this
environment [ can’t literally obrain this goal
bur this course offered me a way to become
familiar with the industry requirements and
issues. I was pleased to receive the
CHC[Certified in Healthcare Compliance]
credential after taking the exam on the last

day of the Academy.

FS: 1 agree with you that the best
approach to compliance is one in which
industry and government have an open, col-
laborative dialogue. I applaud your efforts in
that regard and believe that there will be
many benefits coming from your participa-
tion in the dialogue. Thanks for discussing
these matters, which are so relevant to
HCCA members. B

Reprinted with permission fr@empliance Todaythe newsletter of the Health Care Compliance Association. This article originally appeared on|
pages 14-16 of the June 2006 issu€ofnpliance Today
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June 15, 2008

Contact: Michael J. Costallo
Director of Investigation Support
202-6569-5855
mecostello@nhcaa. ong

FOR IMMEDIATE RELEASE
BRIAN G. FLOOD. TEXAS HEALTH & HUMAN SERVICES

COMMISSION, JOINS THE ELITE RANKS OF "ACCREDITED
HEALTH CARE FRAUD INVESTIGATORS"

WASHINGTON, DC—The National Health Care Anti-Fraud
Association (NHCAA)—the nation's private-public  erganization
dedicated to fighting health care fraud—announced today that Brian
G. Flood, Texas Health & Human Services Commission, has been
presented the NHCAA's unigque professional  credential—
“Accredited Health Care Fraud Investigator," or "AHFL" Based in
Austin, TX, Mr. Flood serves as Inspector General of the
Commission.

Established in 2002, the AHF| program provides the first-ever
formal accreditation of individuals who meet specific qualifications
in professional experience, ongoing training, formal education and
demonstrated knowledge in the detection and investigation and/or
prosecution of fraud against private or government-funded health
insurance plans. Individuals accredited under the program also
must meet stringent requirements of continuing  professional
education in  order o maintain  their AHF]  status.

Continued on next page.
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"The AHFI program was created in part to reflect the considerable
specialized skills, knowiadge and experience that the detection and
investigation of health insurance fraud demand,” said NHCAAS
Director of Investigation Support, Michael J. Costello. “Brian Flood
epitomizes those qualities at the highest levels, and NHCAA is very
proud fo recognize his achievement.”

Founded in 1885 and headquanered in Washington, DC, the non-
profit National Health Care Anti-Fraud Association is comprised of
the anti-fraud units of 100 private health payers, and the formal Law
Enforcement Liaisons of federal and state agencies that have law
enforcement or administrative jursdiction over health care fraud,

HHds
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Appendix E—Letters of Recognition

SUSAN M CTHARE Mend THas vy

VS 3 B, ALATRA KTk | | AL LA T
*

Nmted Stares Senate

| e e T COMMITTEE 0oy
e o HOME LAMD SECURITY ARD GEVERMNMENTAL AFFAIRS

Wity WS, A

Ty
il A mEQ

WASHINGTON, OC 20590-8350

Annl L3, 200G

Mr. Brian Flood

Inspector Cieneral

Texas Health and Human Services Commissian
Ofiee of Inspector Ceneral

P02 Box 85200

Austing TX 787155200

Dhear Mr. Flood
Thank you for your March 28, 2006, testimany hefore the Senate Subcommittes on Federal Finaneial

Management, Government Information, and Imernational Security. We had a productive hearine, and
WOur testimany helped elucidate a very EMIpotEnt Wopic

Enclozed wath this lener is a copy of the hearing transeript, Please follow the atached directions,
respond 16 the questions, and retum the corected ramseript and responses to:

Ex Serantom, Chiet Clork

Subcommitics on Federsl Financial Management, Goversment Information, and Intemationz]
:;'.:L"'L uriry

Lommittee en Homeland Security and Govers ment| Alfrs

439 Harl Senate (M ice Building

Washmgton, [ 20510

The Subcommitice would #ppreciile recerving your corrected transcripd and guestion responses by May
MG I you have any questions, please contact Liz Seranton at {202 224-7354

Fhank you very mugh.

Smncerely,

T Cobum, M)

Chirman

Subcommttee on Federal Finag
Cravermment Information, and International Secu iy

tal Management.
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Brown M '-r.-.;eru.lJ 2008 Baws Avenue, Suire 2000, [l las, Tewas 752012945
214G 00 Fan 21 8-090-0mi 0
L.LF
KRISFALEE GUERRA Writer's [Hrect Number;
E-Mail: kgnerradmailbme. com (2143 999.4122

MWlarch 29, 2006

VIA UK MAIL

Ms. Charlotte Dokes, MLS.A,, B.S N, CHC
Deputy Inspector General of Compliance
Office of Inspector Generai

Health and Human Services Comimission
P.0. Box 85200

Austin, TH TETO3-5200

[ear Charlotie:

Om behalt of the North Texas Healtheare Compliance Professionals Association (NTHUPA) 1
would like to thank vou for speaking to owr organization in Dallas, Texas on March 14, 2006,

The NTHCPA members appreciated your speech regarding the Office of the Inspector General’s
latest rends and activities. NTHCPA, as you know, 15 a local group of compliznce officers,
atlorneys, and consultants in the Dallas-Fort Worth area who meet monthly 1o discuss current
health care compliance issues.  Your presemation will help NTHCPA members plan and
implement better complianee practices in each of their respective organizations for the upcoming
YEar.

Again, thank you.

Sincerely yours,
: e

™~ . K, .
et e AL

Kristalee Guerra
Prisgram Chair, NTHCPA

LR Erma Lee, President, NTHCPA (via facsimile)
Lisa Taylor, Secretary, NTHCPA (via Facsimile)

DAL snlnda il
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STATE OF NEW YORK

ALBANY 12247

July 7, 2006

Mr, Brian Flood

Inspector General

Texas Health and Human Services Commission
PO, Box 83200

Austin, Texas T§708-3200

Dear Brian:

Thank you for vour assistance during the New York State Senate’s public
hearings on Medicaid fraud. Through your involvement, the State Legislature
successfully adopted comprehensive legislation prior to the conclusion of the 2006
legislative session

As you know, my colleagues and I in the Senate Majority encountered
tremendous resistance during our effort to restructure New York State's Medicald
program integrity, enforcement and recovery functions, Your testimony to the Senate’s
Medicaid Reform Task Foree was mstrumental to both the legislative process and the
generation of support for this crucial reform.

As arecognized, national expert in this field, vour shared expertise and
experience were invaluable assets that validated owr purpose and focused this effort. To
this end, your insightful remarks were consistently cited by the Senate Majority and |
Mincrity, as well as members of the State Assembly, during debates, negotiations and
public engapements.

Again, it was a great pleasure to meet you on Long Island and T am gratefisl for
your help.

Best wishes and kind regards.

/EL’& v (T

2 {
+ L._..'LLE""{‘ ao‘-". Dean G. Skelos

Depruty Majority Leader
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Appendix F- Link Analysis Diagram Example

Issuing Benefits Office
Littletown, Texas

T
$79,7DU CLIENT SUSPECT 31 SlstEf'I""awsltﬁ
Combined $5100F5 jol
Fraud Total 4 CLIENT SUSPECT IT
Cortified for bensfits /’ $an00 Fs
Ernpl
mpleyge Certified for benefits il
"7 CLIENT SUISPECT HH
Certified For bensfits $4600 F5
Employee Certified for benefits ™~ i

O=———" CLIENT SUSPECT GG
EMPLOYEE SUSPECT F

s5000 3 EMPLOYEE SUSPECT 3 S0 enefits najed here
TOTAL $8600
$36,400 Total Fraud Amount

Benefits mailed here

Certified for benefits CLIEMT SUSPECT E ecess to PO Biox

Certified for benefits $9200 F5

ol

= ———Certified for bensfits————

Certified for benefits

Certified For benefits Benefits mailed here

el Pieturs agreed upen porcentage i employee Pl Box 345
EMPLOYEE SUSPECT 2 CLIENT SUSPECT D T A Littltoun
$43,300 Total Fraud Amount S~ f5400Fs e

Returns agreed upon
percentage to employee

Sells Food Stamps CLIENT SUSPECT EE

Sells Food Stamps $3000 F3

Benefits mailed here
Certified for benefits Certified For benefits

—
Sells Food Stamps
S SUSPECT &

iy
CLIENT SUSPECT C
$2400 TANF
410300 FS
Total $12700

Certified For benefits CLIENT SUSPECT DD

Alias CLIENT SUSPECT DE
Returns 35% of check $1300 F5
amount ko employes $1000 TANF
Certfied for benefits Rekturns 35% of check TOTAL $2300
amaunt to employes
Cashed Check

Cashed check
fied for benefits

Cashed checks

)
CLIENT SUSPECT B
$1000 TANF
Cashed check
i
CLIENT WICTIM Cashed check.
Al

$1000 TANF

EMPLOVEE
LITTLETOWN QUICK CASH
$5000 F5
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End of Report
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