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STATE OF MICHIAN

SENNIFER M, GRANHOLM DEPARTMENT OF COMMUNITY HEALTH JANET OLSZEWSKI
COVERROR L AnsiNG PERECEOR

Mr. Doug Ringler

Office of Internat Audit Services
Office of the State Budget
George W. Romuney Building
111 South Capitol, 6% Floor
Lansing, Michigan 48913

Dear Mr, Ringlen

Isr accordance with the State of Michigan, Financial Mansagement Gude, Part VE, altached are 2 summary table
dentifying our responses and corrective aclion plans to address recommendations condsined within the Office
of the Auditor General’s audit seport of the Program Investigation Section Processes to Identify Improper
Payments, Medical Scrvices Administration, Depariment of Community Heaith.

(Questions regarding the sunmumary fable or correclive action plans should be directed to me at {517) 373-1508 or
Myerspa@michigan.gov,

Siecersly,

Pam Myers, Manager

D{H Office of Andit

Enciosure

co:  Office of the Auditor Getterat House Appropriations Commitice
House Fiscal Agency House Standing Commities
Senate Fiscal Agency Senate Appropristions Committes
fixecutive Office Senate Standing Committes
DCH, Janet Olszewski DCH, Kurt Krause
DCH, Susan Kangas DCH, Paul Reinhari
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AUDIT REPORT SUMMARY

DEPARTMENT: Community Health
AUDTT PERIOD:  Qetober 2003 through June 2007
REPORT DATED:  September 2008

DISPOSITION OF AUBIT RECOMMENDATIONS

CITATIONS CITATIONS TO BE CITATIONS
COMPLIED WITH COMPLIED WITE NOT COMPLIED WiTH
1
2 yA
3
4
5

2% DCH expects fo meet with the Managed Care Plsn Division as time permits during ¥Y09,
Expected compiiance date 9738/09,




Audit Response
Program Investigation Seetion Processes fo
letenfify Impreper Pavments
Medicni Services Admiristration
Depariment of Community Health
Octeber 2003 through June 2007

Recomumendstion 1 Sglection of Providers to Audit

We recommend that the Section improve its methodology for selecting Medicaid providers fo
audit.

Response:

DCE sgrees there are opportunities for improving s methodology for selecting providers fo
andit and its process for defermining when a foilow.up audit is appropriste. DCH continues to
explore ways to iraprove its capability to identify and pursue fraud apd abuse, The Section's
primary focus is on program integrity, and its poals are to educate providers on billing and 1o act
as 8 deterrent for providers billing improperly. DCH believes this deterrent effect is best
accomplished by auditing a varicty of types and sizes of providers, not just those receiving the
most money from Medicaid,

+« DCH continues fu consider other risk factors, such as error rates from prior audits and
state wide atilization review results, when selecting hospitais fer audit,

+ A DCH continues fo gain experience and information from s sudits, particularty of
hospitals, it has evaluated ifs selection criteria for initial and follow.up audits and made

adjustments, as appropriste.

¢ Iraud slerts continue to be reviewed on a routine basis, and are referred fo the dats sfaff
to do a SURS run if appropiiate. DCH continues to document its reviews of firsud alerts,

Recommendation 2 Managed Care Health Plans

We recornmand that the Section improve its monitoring of Medicaid managed care health plans'
efforts to ientily potential improper payments, inchuding fiwud and other improper payments.

Response:

DOH agrees that if can knprove itz monitoring of Medicald managed carg health plans® efforts to
identify fraud. The Department uses a variety of methods o monitor these efforts, including: a
coniract with the health plans that requires them to report cases of fraud und abuse; an annual on-
site review by DUCH staff with exch health plan, using the health plan assessment tool developed
by DUH and cited by CMS as s benchimark practice; and regular interaction with the health plans
on & varjety of subjects, including payments fo heaith plan nefwork providers.

+  The pew staff person who monitors the managed care heaith plans is bugy learning ali
aspects of her Job. She has been on site visits and has made contact with many if not all

of the health plans.
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Audit Response
Program Iavestipstion Section Processes to
Identify fiproper Payments
Medical Services Administration
Department of Community Health
Oetober 2003 through June 007

+ DCH has not yet met with the Managed Care Plan Division to deterraine if it is pousibie
to share improper payment information using the selected criteria. DICH modified theix
gife tool for FY08: the tool now requesty that heelth plans report the number of
preliminary investigations, During FY09 as part of DCH stafTf site visits of the Plans, the
nuher of prefiminary investigations performed on providers will be requested and &
random saraple will be reviewsd. In addition, the number and names of providers that
have been terminated or sanctioned by the Plan in the last year will be provided and
reviewed,

Recommendation 3 Contractus] Audity of Pharmacies

We recommend that e Seetlon sufficiently monitor the contract audits of pharmacics serving
Medicaid heneficiaries,

Response:
DCH agrees that ¥ did not sufficlently monitor cestain aspects of the audits of pharmacies
serving Medicaid beneficiaries.

+ The Section will monitor the timeliness of the work, but untii the language in the contract
is further clarified, timeliness could be an issue. DCH wil] be doing a new RFP that will
begin in 20190; this new conlract will further address the timeliness fssue,

» DCH continues to document its monitoring efforts.

Recommendation 4; Cuestionable Pharmacy Medicaid Payments

We recomumend that the Section sufficlently investigate potentisl improper Medicald pavments
identified in audits of pharmacy providers as reguired by federat regulations,

Response:

DCE agrees that 1l did not sufficiently investigate potential improper Medicaid paymenis
ideatifled in audits of pharmacy providers, but disagrees that & regative response 1o an EOB
necessarily represented a potential improper payment.

+  DCH continues to send out ail EOBs including pharmacies, therefore, any EDB received
that guestions the services is investigated,

Recommendation 5, Continuous Quality fmprovement (COD
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Audit Responae
Program Investipation Section Processes o
{dentiy Inpreper Paymenty
Medical Services Administration
Bepartment of Community Health
Qctober 2003 through June 2007

We recommentd that the Section improve its CQI processes related to identifying recoverable
itmproper paymenss to Medicaid providers.

ﬁgg_gnnse:

DCH agrees that the Section could hmprove its CQI efforts to identify recoverable improper
payments,

» The Seciion was abie to hire & third supervisor. This should help relieve some of the
burden on the other supervisors and may give them time fo work more with staff, once
additions? staff bave been hired,

« The Section continues to notify the Medicaid policy section if a policy related issue is
identified during a review. In addition, the Section is on the distribution Hsting for al}
new Medicaid policy, each policy is reviewed from an audit stendpoint, and if
eppropriate changes are recommended,

Recammendation 6; Conflicts of Intergst

We recommend that DCH improve its effbris to prevent and mitigate conflicts of interest by
entities providing services to DCH.

Response;
DCH agrees it needs to improve its efforts fo prevent or mitipate conflicts of interest by entities
providing services to the Depariment.

+ The Section continues {o review PA decisions and audiss at the increased rate.  Sampling
sizes continye to be reviewsd and adjusted accordingly.

» DCH has started the RFP process to select a contracior to do phamacy audiis.
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