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

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

 
Office of Evaluation and Inspections 

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

 
Office of Investigations 

 
The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative 
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and of 
unjust enrichment by providers. The investigative efforts of OI lead to criminal convictions, 
administrative sanctions, or civil monetary penalties.  

 
Office of Counsel to the Inspector General 

 
The Office of Counsel to the Inspector General (OCIG) provides general legal services to 
OIG, rendering advice and opinions on HHS programs and operations and providing all 
legal support in OIG's internal operations. The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
model compliance plans, renders advisory opinions on OIG sanctions to the health care 
community, and issues fraud alerts and other industry guidance. 
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THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

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

 

 
OAS FINDINGS AND OPINIONS 

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

 
 
 
 

 



 
EXECUTIVE SUMMARY

BACKGROUND 
 
Medicaid Program 
 
The Medicaid program, enacted in 1965 under title XIX of the Social Security Act, is a 
Medical Assistance Program that authorizes Federal grants to States for Medicaid 
programs that provide medical assistance to needy persons.  Within broad Federal 
guidelines, the States design and administer the program according to an approved State 
plan, while the Centers for Medicare & Medicaid Services (CMS) provides general 
oversight.  For the State of Georgia (State), the Department of Community Health (DCH) 
is the State agency responsible for administering the Medicaid program within the 
guidelines. 
 
As a jointly funded venture between the Federal and State governments, Federal financial 
participation (FFP) is available to match expenditures made by the State.  Federal 
regulations at 42 CFR 433.15 provides FFP at a 75 percent reimbursement rate for the 
operation of the State’s mechanized claims processing and information retrieval systems.  
This system is known as the Medicaid Management Information System (MMIS). 
 
OBJECTIVE 
 
The objective of this review was to determine whether the MMIS expenditures claimed at 
the 75 percent FFP rate by the Georgia Medicaid agency during Federal fiscal year 2002 
were adequately supported and allowable.  We performed this review at the request of 
CMS. 
 
SUMMARY OF FINDINGS 
 
Overall, the MMIS costs claimed by the State for Federal reimbursement at the 
75 percent rate were adequately supported and allowable.  The State’s controls relative to 
the classification, support, and reporting of such expenditures were very good.  Of the 
costs reviewed, we found only $12,232 (Federal share $9,174) that was not related to the 
MMIS services, and was considered unallowable for Federal reimbursement. 
 
The State Medicaid Manual issued by CMS requires States to have supporting 
documentation for costs claimed, including those claimed as MMIS related. 
 
We recommend that the State reimburse the Federal Government for $9,174, representing 
the Federal share of the costs claimed that had no relationship to MMIS services. 
 
In written comments to our draft report, the State concurred with our findings and 
recommendation.  The State’s entire response is included as Appendix A. 
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INTRODUCTION

BACKGROUND 
 
Medicaid Program 
 
The Medicaid program, enacted in 1965 under title XIX of the Social Security Act, is a 
Medical Assistance Program that authorizes Federal grants to States for Medicaid 
programs that provide medical assistance to needy persons.  Within broad Federal 
guidelines, the States design and administer the program according to an approved State 
plan, while CMS provides general oversight.  For the State, the DCH is the State agency 
responsible for administering the Medicaid program within the guidelines. 
 
Federal Reimbursement 
 
As a jointly funded venture between the Federal and State governments, FFP is available 
to match expenditures made by the State.  Federal regulations at 42 CFR 433.15 provides 
FFP at a 75 percent reimbursement rate for the operation of the State’s mechanized 
claims processing and information retrieval systems.  This system is known as MMIS.  
To provide the States with guidance for claiming FFP reimbursement, CMS issued a 
State Medicaid Manual (Medicaid Manual). 
 
State Medicaid Manual Guidance 
 
The Medicaid Manual provides instructions, regulatory citations, and information needed 
by the States to administer the Medicaid program.  The Medicaid Manual also provides 
guidance as to the identification of MMIS costs available for FFP. 
 
The Medicaid Manual allows direct costs attributable to the operations of the MMIS for 
ongoing automated processing of claims, payments, and reports.  Costs that are 
reimbursed at the 75 percent rate include hardware and supplies, peripheral equipment, 
related salaries, and overhead directly associated with the operation of the system. 
 
OBJECTIVES, SCOPE, AND METHODOLOGY 
 
Objective 
 
The objective of our review was to determine whether the MMIS expenditures claimed at 
the 75 percent FFP rate by the Georgia Medicaid agency during Federal fiscal year 2002 
were adequately supported and allowable. 
 
Scope 
 
During our audit period the State filed four quarterly CMS Form 64s.  The State reported 
$42,650,087 in expenditures on line 4 of the CMS Form 64s as expenditures for the 
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MMIS operations (of which $31,987,567 was claimed at the 75 percent Federal share). 
This $31,987,567 was the focus of our review.  See chart below: 
 
 

 

     
           Georgia Medicaid Expenditures for FFY 02 
     
      State & Local Administration MMIS Processing Costs
Quarter Total Federal  Total Federal  
 Computable Share Computable Share
     
12/31/2001 $69,840,916 $39,964,643 $  9,774,094 $  7,330,571 
03/31/2002   95,855,006   52,418,478   10,864,034     8,148,026 
06/30/2002   83,857,431   48,476,642     8,410,774     6,308,081 
09/30/2002   53,105,027   30,993,981   13,601,185   10,200,889
      
Total $302,658,380 $171,852,744 $42,650,087 $31,987,567 
                    

Methodology 
 
This review was conducted at the request of CMS.  Prior to beginning our review, we 
held several meetings with CMS officials to discuss the CMS Form 64s filed by the State 
to gain an understanding of the areas of potential risk. 
 
To accomplish our objective, we first reviewed the sections of the Medicaid Manual that 
addressed requirements for claiming costs at the 75 percent Federal reimbursement rate.  
Next, we held several meetings with various Georgia Medicaid representatives to gain an 
understanding of their MMIS reporting process, including responsibility for coding, 
authorizing and categorizing MMIS expenditures.  Our meetings included discussions 
with personnel from Finance, Budget, and Accounting, as well as a meeting with the 
MMIS project director. 
 
To select the specific expenses to review, we used adhoc expenditure schedules provided 
by the State.  We then traced these expenditures reported on the State’s schedules to the 
costs claimed on the CMS Form 64s filed during our audit period.  The costs fell into 
three main areas:  outside contracts, salaries, and other miscellaneous expenditures. 
 
For contract related costs, we reviewed the contracts between the State and two 
contractors, Electronic Data Systems Corporation (EDS) and Medstat Group Inc. 
(Medstat), to determine whether the contracts involved MMIS related services that were 
appropriate for the 75 percent FFP rate. 
 
To test the costs we selected a judgmental sample of the high cost items from the 
expenditures claimed at the 75 percent reimbursement rate.  Our sample represented 
approximately 93 percent of the EDS costs and approximately 86 percent of the Medstat 
costs.  We traced the entries to the contractors’ invoices, the State’s internal verification 
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and approval documentation, and verified that the expenditures were claimed at the 75 
percent FFP rate. 
 
For salaries, we selected a judgmental sample of salary entries from the State’s adhoc 
payroll schedules.  We tested whether the salaries claimed as MMIS costs were properly 
supported, accurately calculated, and were eligible for the 75 percent FFP rate.  Our tests 
included tracing the salary entries to paycheck and payroll documentation to verify that 
the salary amount was accurate and had been paid.  In addition, we verified that the 
amount claimed had been properly calculated at the 75 percent FFP rate.  Finally, we 
interviewed employees and reviewed job descriptions to verify that the employees were 
performing jobs applicable to the MMIS function and were allowable at the 75 percent 
FFP rate.  Our test represented approximately 9 percent of the total salaries claimed at the 
75 percent FFP rate. 
 
Additionally, we reviewed a selection of the miscellaneous expenditures that made up the 
remaining adhoc expenditure schedules.  We selected a judgmental sample of 
expenditures over $1,000, selecting at least 20 entries from each quarter.  Our sample 
represented 82 percent of the dollars reported on the State’s adhoc expenditure schedules 
and designated as eligible for a Federal share.  We reviewed the expenditures related to a 
variety of services including computer, copier, phone, and more. 
 
For each sampled item, we examined supporting documentation consisting of purchase 
orders and invoices to assure that the entries were valid MMIS expenses reimbursable at 
the 75 percent FFP rate. 
 
The fieldwork was conducted from January 21, 2004 through April 30, 2004 at the DCH 
offices in Atlanta, Georgia.  We conducted an exit conference with State officials on 
May 21, 2004 and presented our preliminary findings. 
 
Our review was conducted in accordance with generally accepted government auditing 
standards. 
 
 
 

 
 

FINDINGS AND RECOMMENDATIONS 

Overall, the MMIS costs claimed by the State for Federal reimbursement at the 
75 percent rate were adequately supported and allowable.  The State’s controls relative to 
the classification, support, and reporting of such expenditures were very good.  Of the 
costs reviewed, we found only $12,232 (Federal share $9,174) that was not related to the 
MMIS services, and was considered unallowable for Federal reimbursement. 
 
Section 11276.1 of the Medicaid Manual, requires that only direct costs identified 
specifically with the MMIS system may be claimed at the enhanced rate.  Section 
11276.3A, specifically addresses FFP at 75 percent and states that it is available for direct 
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costs directly attributable to the Medicaid program for ongoing automated processing of 
claims, payments, and reports. 
 
The Medicaid Manual also requires States to have supporting documentation for the costs 
claimed including those claimed as MMIS related.  Section 2497.2 of the Medicaid 
Manual requires States to review the supporting documentation before filing a claim for 
FFP.  In addition, the manual explains that Federal regulations at 45 CFR 74.61 
subsection (b), require the maintaining of accounting records "… which identify 
adequately the source and application of funds for grant- or subgrant-supported 
activities,…." 
 
The State claimed $12,232 that was not related to the MMIS services in accordance with 
Federal regulations.  The following costs were not adequately supported as MMIS costs: 
 

• $10,300 (Federal share $7,725) for a computer system license and technical 
support for a time and attendance system that was scrapped because it either never 
worked or it was too complicated to use. 

 
• $1,932 (Federal share $1,449) for services performed on a printer that was not 

assigned to the MMIS program.  The user of the printer could not be identified 
and the printer was placed in surplus. 

 
The State did not ensure that all costs claimed as MMIS at the 75 percent actually related 
to MMIS services. 
 
By claiming costs that were not related to the MMIS services, the State received $9,174 
in excess Federal reimbursement. 
 
RECOMMENDATION 
 
We recommend that the State reimburse the Federal Government for $9,174, representing 
the Federal share of the costs claimed that had no relationship to MMIS services. 
 
STATE AGENCY COMMENTS 
 
The State concurred with our findings and recommendation.  We have included the 
State’s entire response at Appendix A.  
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