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sampled Medicaid claims included services covered by Medicare.  The claims included 
21 pharmacy claims, 6 home health claims, and 2 long-term care claims.  The State’s processing 
system for Medicaid claims did not have controls to prevent payment of FFS claims for services 
covered by Medicare managed care.  The Medicare enrollment information was provided to Ohio 
by CMS, but it was not in a format immediately usable in the Medicaid claims processing 
system. 
 
We recommended that the Ohio Department of Job and Family Services take the following steps: 
 

1. It should recover from Medicare MCOs the specific overpayments identified as part of 
our sample and review the balance of the claims universe to identify and recover 
additional overpayments.  We estimate total overpayments to be $4.6 million 
($2.7 million Federal share). 

 
2. It should also review Medicare managed care enrollment data for prior and subsequent 

years to identify and recover additional unallowable payments. 
 

3. Finally, it should work with CMS to obtain Medicare managed care enrollment data in a 
usable format and establish controls to prevent future payments for services covered by 
Medicare.    

 
Officials from the Ohio Department of Job and Family Services did not concur with our 
recommendations because of concerns about the audit methodology and lack of adequate data 
from CMS about additional benefits provided to Medicare managed care enrollees.  We 
disagreed with the comments regarding our audit methodology and believe State officials should 
work with CMS to obtain the necessary Medicare data.  We summarized the State’s comments 
and included our responses to those comments in our report.  The full text of the State’s 
comments is included in the report as Appendix B. 
 
If you have any questions or comments on this report, please do not hesitate to call me or your 
staff may contact George M. Reeb, Assistant Inspector General for the Centers for Medicare & 
Medicaid Audits, at (410) 786-7104 or Paul Swanson, Regional Inspector General for Audit 
Services, Region V, at (312) 353-2618. 
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EXECUTIVE SUMMARY 
 
OBJECTIVE 
 
Our audit objective was to determine whether Ohio made unallowable Medicaid fee-for-
service (FFS) payments for beneficiaries enrolled in Medicare managed care 
organizations (MCO). 
 
SUMMARY OF FINDINGS 
 
We estimated that the Ohio Department of Job and Family Services paid unallowable 
Medicaid claims totaling $4.6 million ($2.7 million Federal share) for services covered 
by Medicare MCOs.  The results are based on a statistical sample of 200 Medicaid FFS 
claims paid for dually eligible beneficiaries during the fiscal year (FY) ended June 30, 
2001.  We found that 29 of the sampled Medicaid claims included services covered by 
Medicare.  The Medicaid overpayments resulting from the 29 unallowable claims totaled 
$3,603 ($2,124 Federal share).   
 
Federal regulations at 42 CFR § 433.138(a) require States to take all reasonable measures 
to determine the legal liability of third parties to pay for services furnished under 
Medicaid.  Ohio’s processing system for Medicaid claims does not have controls to 
prevent payment of FFS claims for services covered by Medicare MCOs.  The Medicare 
enrollment information was provided to Ohio by the Centers for Medicare & Medicaid 
Services (CMS), but it was not in a format immediately usable in the Medicaid claims 
processing system.  The main difficulty with the Medicare database appeared to be the 
use of member identification numbers, which were usually identical to the Social 
Security numbers in the Medicaid database but with an additional suffix.  The State could 
have overcome this with a minor programming change and could have worked with CMS 
to resolve other database issues. 
 
RECOMMENDATIONS 
 
We recommend that the Ohio Department of Job and Family Services take the following 
steps: 
 

1. It should recover from Medicare MCOs the specific overpayments identified as 
part of our sample and review the balance of the claims universe to identify and 
recover additional overpayments.  We estimate total overpayments to be 
$4.6 million ($2.7 million Federal share). 

 
2. It should also review Medicare managed care enrollment data for prior and 

subsequent years to identify and recover additional unallowable payments. 
 

3. Finally, it should work with CMS to obtain Medicare managed care enrollment 
data in a usable format and establish controls to prevent future payments for 
services covered by Medicare.    

i  



AUDITEE COMMENTS AND OFFICE OF INSPECTOR GENERAL (OIG) 
RESPONSE 
 
Officials from the Ohio Department of Job and Family Services did not concur with our 
recommendations.  Officials expressed concerns about the audit methodology and a lack 
of adequate CMS data to appropriately screen additional benefits provided to Medicare 
managed care enrollees.  We disagreed with the State’s comments regarding our audit 
methodology and summarized State comments and our responses at the end of this report.  
The full text of the State’s comments is included in the report as Appendix B. 
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INTRODUCTION 
 
BACKGROUND 
 
Title XIX of the Social Security Act created the Medicaid program to provide medical assistance 
for certain individuals and families with low incomes and resources.  The program became law 
in 1965 as a jointly funded cooperative venture between the Federal and State governments to 
assist States in providing adequate medical care to eligible needy persons.  The Ohio Department 
of Job and Family Services is the single State agency with responsibility for implementation and 
administration of the Medicaid program in Ohio. 
 
The Balanced Budget Act of 1997, Public Law 105-33, added sections 1851 through 1859 to the 
Social Security Act and established the Medicare+Choice program.  Its primary goal was to 
provide a wider range of health plan choices to Medicare beneficiaries.  The options available to 
beneficiaries under the program include coordinated care plans, medical savings account plans, 
and private insurance plans.  Coordinated care plans have a network of providers under contract 
to deliver a health benefit package that has been approved by CMS.  Types of coordinated care 
organizations include health maintenance organizations, provider-sponsored organizations, and 
preferred provider organizations.  These organizations, collectively known as MCOs, are able to 
offer additional benefits not available through Medicare FFS, including coverage for dental care, 
eyeglasses, and prescription drugs.  State Medicaid plans also provide coverage for these 
benefits, thus creating the potential for unallowable Medicaid payments for services provided to 
beneficiaries eligible for both Medicare and Medicaid. 
 
OBJECTIVE, SCOPE, AND METHODOLOGY 
 
Our audit objective was to determine whether Ohio made unallowable Medicaid FFS payments 
for beneficiaries enrolled in Medicare MCOs. 
 
We examined Medicaid FFS claims paid in FY 2001 to determine if the claims included services 
also covered by Medicare managed care.  We limited our review of internal controls to 
procedures intended to prevent payment of Medicaid FFS claims for services also covered by 
Medicare MCOs. 
 
We compiled a computerized list of beneficiaries enrolled in Medicare MCOs in Ohio during the 
period July 1, 1999 through June 30, 2001.  Using data from the CMS Medicaid Statistical 
Information System, we also created a file of Medicaid FFS claims paid in Ohio during our 
July 1, 2000 through June 30, 2001 audit period.  We matched the two files and created a list of 
459,947 FFS claims totaling $80.6 million paid by Medicaid for dually eligible beneficiaries 
enrolled in Medicare MCOs.  Claims for less than $4 were treated as immaterial and are not 
included in the stated totals. 
 
A stratified random sample of 200 claims was selected for review to determine whether the 
identified Medicaid claims were allowable.  The sample included 99 long-term care claims, 
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57 pharmacy claims, and 44 other claims.  We stratified the population of claims by the amount 
Medicaid paid, as shown below: 
 

Stratified Sample of Medicaid FFS Claims 

Stratum Number of 
Claims 

Medicaid 
Payments 

Sampled 
Claims 

$4 through $100 397,382 $ 12,340,160 50 

$101 through $1,000 44,817     7,980,987 50 

$1,001 through $7,795 17,748   60,316,946 100 

    Total 459,947 $ 80,638,093 200 

 
The Medicare MCOs were contacted to obtain plan information concerning coverage of the 
medical services for which the sample claims were submitted.  Sample claims determined to be 
for services covered by Medicare were questioned and projected to the universe to estimate total 
Medicaid overpayments.  For questioned pharmacy claims, we determined whether the drugs 
were brand-name, generic, or mail-order drugs and allowed for the appropriate Medicare 
coinsurance when calculating the Medicaid overpayment.  None of the plans reviewed used 
restricted formularies to establish covered drugs and payment amounts.   
 
We performed our audit in accordance with generally accepted government auditing standards.  
Our fieldwork was performed at the State offices in Columbus.  We met with State officials to 
determine what internal controls were in place to prevent Medicaid payment for services covered 
by Medicare. 
 

FINDINGS AND RECOMMENDATIONS 
 
We found that 29 of the sampled Medicaid claims included services covered by Medicare 
MCOs.  The Medicaid overpayments resulting from the 29 unallowable claims totaled $3,603 
($2,124 Federal share).  Based on the statistical sample of 200 Medicaid FFS claims paid in 
FY 2001 for dually eligible beneficiaries, we estimated that the Ohio Department of Job and 
Family Services paid unallowable claims totaling $4.6 million ($2.7 million Federal share) for 
services also covered by Medicare.  Details on the sample and projection are presented in 
Appendix A of this report. 
 
Federal regulations at 42 CFR § 433.138(a) require States to take all reasonable measures to 
determine the legal liability of third parties to pay for services furnished under Medicaid.  CMS 
Medicaid Manual § 3900 states that Medicaid coverage is always secondary to Medicare. 
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MEDICARE COVERED CLAIMS 
 
We identified 29 claims for services paid by Medicaid that were also covered by Medicare, 
including 21 pharmacy claims, 6 home health claims, and 2 long-term care claims. 
  
The 21 pharmacy claims were questioned because the beneficiaries had drug coverage through 
their Medicare MCOs.  Other pharmacy claims in our sample were allowable for a variety of 
reasons, such as the beneficiary did not have drug coverage from Medicare, the claim amount 
was less than the Medicare coinsurance, or the beneficiary had met a spending limit set by the 
MCO for pharmacy claims. 
 
Our sample included six home health claims that were paid by Medicaid.  All six claims were 
questioned because the beneficiaries had home health care coverage through their Medicare 
MCOs.  When we contacted the MCOs, we were told that none of the six claims had been 
submitted for payment.     
 
The two identified long-term care claims were paid by Medicaid for a full month (31 days) of 
residency at a nursing facility.  Medicare MCOs also paid a portion of the claims as skilled care. 
 
INTERNAL CONTROLS 
 
The Ohio Medicaid claims processing system did not have controls to match Medicare MCO 
enrollment data against Medicaid FFS claims and thereby prevent payment of FFS claims for 
services covered by Medicare managed care.  Although the enrollment information was provided 
to the State by CMS through the Group Health Plan database, the State did not adjust its 
programming so that the Medicare data could be used.  The main difficulty with the Medicare 
database appeared to be the use of member identification numbers having an additional suffix, 
but generally identical to the Social Security numbers in the Medicaid database.  State officials 
are currently discussing with CMS how to best correct the problem. 
 
RECOMMENDATIONS 
 
We recommend that the Ohio Department of Job and Family Services take the following steps: 
 

1. It should recover from Medicare MCOs specific overpayments identified as part of our 
sample and review the balance of the claims universe to identify and recover additional 
overpayments.  We estimate total overpayments to be $4.6 million ($2.7 million Federal 
share). 

 
2. It should also review Medicare MCO enrollment data for prior and subsequent years to 

identify and recover additional unallowable payments. 
 

3. Finally, it should work with CMS to obtain or convert Medicare MCO enrollment data to 
a usable format and establish controls to prevent future payments for services covered by 
Medicare. 
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AUDITEE COMMENTS AND OIG RESPONSE 
 
Officials from the Ohio Department of Job and Family Services provided written comments 
regarding our recommendations, which we summarized and responded to below.  The full text of 
the State’s comments are attached as Appendix B.  
 
1.  Ohio Comment and OIG Response
 
Ohio officials believe the overpayment finding in the report is inappropriate and overstated and, 
therefore, do not agree with any recovery.  The officials also believe more claims would have 
been concluded to be allowable if the auditors had asked Medicare MCOs whether medications 
were on the plan’s formulary and whether the amount paid by Medicaid was equivalent to the 
coinsurance amounts for brand-name, generic, or mail-order drugs.  State officials also believe 
that the postpayment contractor’s identification of sampled claims, which were denied by MCOs 
based on ineligibility, supports their concerns about our methodology and conclusions.  
 
We disagree that our overpayment finding is inappropriate or overstated, and we believe all 
necessary coverage issues related to pharmacy claims were examined during our audit.  For 
example, for each questioned pharmacy claim, we determined whether the drug was a brand-
name, generic, or mail-order drug and allowed the appropriate Medicare coinsurance when 
calculating the Medicaid overpayment.  We addressed these concerns in our audit, as cited in 
clarifying language on page 2 of the report. 
 
Although the State cited other steps needed to ensure the appropriateness of Medicaid payments, 
we believe that the State needs to concentrate on getting Medicare enrollment data into the 
Medicaid payment system to establish at least a presumptive Medicare liability.  As stated 
earlier, none of the MCOs we reviewed had restricted formularies.  In addition, we are aware that 
most MCOs have a set maximum amount for drug benefits.  The State should work with CMS to 
get this information and resolve the payment issues. 
 
In regard to its postpayment contractor reviews, the inability to collect does not mean that the 
Medicaid payment of the pharmacy claims was allowable.  Since the State’s comments do not 
clearly explain why several sampled claims submitted by the postpayment contractor were 
denied and our calculated Medicaid overpayments were based on individual Medicare MCO 
coverage and appropriate Medicare coinsurance amounts, we continue to recommend recovery of 
the calculated Medicaid overpayments.  Medicaid coverage is always secondary to Medicare, 
and payments for Medicaid pharmacy claims for beneficiaries with drug coverage through 
Medicare MCOs should not occur.  Postpayment collection difficulties experienced by the State 
agency could have been prevented if controls had been implemented to prevent the initial 
payment of claims for beneficiaries with Medicare coverage.  
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2.  Ohio Comment and OIG Response 
 
Ohio officials contend that it would be very labor-intensive and costly to review more claims to 
identify and recover additional overpayments and that recovery of older claims would be 
impossible because of Medicare claim filing requirements.   
 
We agree that the State will incur costs to evaluate the MCO enrollment and coverage in order to 
consider the appropriateness of Medicaid FFS payments.  However, the State did not provide an 
analysis showing that the costs to implement this recommendation would exceed the recoveries. 
 
3.  Ohio Comment to Implement This Recommendation and OIG Response 
 
Ohio officials contend that, in order to effectively screen Medicaid pharmacy claims for 
Medicare Part C coverage of dually eligible beneficiaries, they would need information not 
currently available in any CMS database.  For example, to avoid paying Medicare Part C 
pharmacy claims under Medicaid, the State would need formulary information specific to each 
plan.  Because Medicare does not generally cover pharmacy claims, Ohio’s current claims 
payment system has collected limited pharmacy information. 
 
The State should work with CMS to resolve issues related to the availability of adequate 
Medicare enrollment and coverage data.   
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APPENDIX A 
          Page 1 of 1 
 
 
 
 
 
 VARIABLE APPRAISAL OF STATISTICAL SAMPLE 
 (STRATIFIED) 
 
 
 
 
     Sample Sample Nonzero 
       Size   Value     Items
 
                       Stratum 1: 50  $   281       10 
                       Stratum 2:             50  $2,673       17 
                       Stratum 3: 100  $       0         0 
  
                       Totals   200  $2,954       27∗
 
                       Projection at 90-Percent Confidence Level
 
                       Point Estimate of Population Total: $4,629,204     
 
                       Standard Error: $1,044,406 
 
                       Lower Limit: $2,911,312 
 
                       Upper Limit: $6,347,095 
 
                       Precision Amount: $1,717,891 
 

                                                 
∗ We identified 29 Medicaid fee-for-service claims for services covered by Medicare MCOs.  Two long-
term care claims from Stratum 3 were not included because OIG policy requires a minimum of six errors in 
a stratum for a projection. 
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