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To:

Governor Gary R. Herbert, President Stuart Adams, Speaker Brad Wilson, and the Members of
the Infrastructure and General Government Appropriations Subcommittee

Subject: 2019 Annual Report of the Utah Office of Inspector General of Medicaid Services (UOIG)

Please find attached the Utah Office of Inspector General’s 2019 Annual Report to the Governor and the
Executive Appropriations Committee, submitted in compliance with Utah Code 63A-13-502. The report
outlines activities and results of the Office for state fiscal year 2019.
The Utah State Legislature created the Office of Inspector General of Medicaid Services during the 2011
General Session to provide independent oversight of the Medicaid program and all Medicaid related
spending. The authority, by which the Office conducts oversight related activities, is Utah Code 63A-13.
The Utah Medicaid State Plan designates the Utah Department of Health as the Single State Agency,
responsible for administration of the State’s Medicaid Plan. The Department further delegates the
administration responsibility to the Division of Medicaid and Health Financing. The Single State Agency
holds responsibility for making management decisions pertaining to the Medicaid program. Therefore,
the Inspector General may only make recommendations for improvement of the program to the
Department of Health.
During State Fiscal Year 2019, the Office fully implemented the cost avoidance methodology outlined in
last year’s annual report. The Centers for Medicare and Medicaid Services (CMS) asked the Inspector
General to present this methodology to other states in a training session at the Medicaid Integrity
Institute (MII) in Columbia, South Carolina, which the Office did on March 12, 2019. Many states are
now implementing the same, or similar, methodologies to capture the total value of Program Integrity
work they conduct. Subsequently, CMS asked the Office to present the methodology in a distancelearning module and again at the MII in September 2019.
Looking ahead to 2020, the Office will continue improving processes for identifying and mitigating risk as
they seek to eliminate fraud, abuse and waste within the Utah Medicaid program, thereby protecting
taxpayer dollars.
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It is my pleasure to continue serving the Citizens of this great state as we ensure their taxpayer dollars
are applied efficiently in the Medicaid program. As always, I am available to meet with any of their
elected representatives to discuss items contained in this report and to answer questions regarding our
efforts to identify fraud, abuse and waste within the Medicaid program.

Sincerely,

Gene D. Cottrell
Inspector General

cc.

Justin Harding, Governor’s Chief of Staff
Michael Mower, Governor’s Deputy Chief of Staff
Stuart Adams, President of the Senate
Brad Wilson, Speaker of the House
Members of the Infrastructure and General Government Appropriations Subcommittee
Dr. Joseph Miner, Executive Director, Utah Department of Health
Nathan Checketts, Deputy Director, Division of Medicaid and Health Financing
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Goal
Eliminate Medicaid fraud, abuse and waste

Mission
The Office of Inspector General of Medicaid Services will protect taxpayer dollars by identifying fraud,
abuse and waste risk and vulnerabilities in the State Medicaid Program and by taking action to mitigate
or eliminate those risks.

OIG Organization
The OIG comprises four sections. Each section performs a specific function in fulfilling the Office’s
mission. The Program Integrity (PI) section serves as the primary linkage between the Office and the
Single State Agency, DMHF. The Special Investigations and Inspections Unit (SIIU) investigates
complaints the Office receives through the fraud hotline and conducts on-site inspections of providers.
The Audit section conducts performance audits of the Medicaid program to determine that controls are
adequate and to make recommendations to the Governor’s Office, the Legislature and the Department
of Health for improvement. The final section is the mission support section, which provides
administrative support to the other three sections as they accomplish the Office’s mission. The IG plans
to make organizational changes during state fiscal year (SFY) 2020.

Figure 1: OIG Organization Chart
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Appropriations
The Utah Office of Inspector General for Medicaid Services receives funding through both State and
Federal funds. State funds appropriated for the Office allow additional funding through the Federal
Government’s Center for Medicare & Medicaid Services (CMS). The Federal Government matches most
of the Office’s activities at a rate of 50/50. However, some activities that include medical personnel,
receive an enhanced rate of 75/25. The Office employs eight registered nurses who qualify for the
enhanced rate while they are applying their medical expertise to an assigned task. Additionally, the
Federal Government provides a 90/10 match for projects it requires such as Payment Error Rate
Measurement (PERM) audits and work conducted on the Provider Reimbursement Information System
(PRISM).
The Legislature authorized $1,216,900 in state funds for SFY 2019. The Office had a carryover of
$105,757 bringing total state funds available to the Office to $1,322,657.
State appropriated funding remained consistent for the past six years; however, expenditures have been
slightly higher than appropriations. This difference caused carry over amounts to diminish over time (see
Figure 2). During the second half of SFY 2019, the Inspector General limited expenditures associated
with training and office supplies in order to stay within the allocated budget. The result was a $4,232
carry over for SFY 2020.
During the 2019 Legislative session, the Office requested an appropriations increase of $100,000 onetime funding and $200,000 of ongoing funding, but that request did not receive approval. During the
2020 Legislative session, the Office will request $200,000 in supplemental funding with $200,000 of
ongoing funding. The Office will use those funds to fill five vacant employee positions.

State Appropriations Over Time
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Figure 2: State Appropriations Over Time
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Expenditures
The Office categorizes expenditures into five categories. The five categories are personnel, travel,
training, data and office (see figure 3).
During SFY 2019, the OIG expended $1,398,636 in State funds. The federal match for OIG expenditures
was $1,789,539 for a total expenditure of $3,188,176. The State paid 44% of all expenditures and the
Federal government paid 56%.

SFY 2019 UOIG Expenditures
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Figure 3: SFY 2019 OIG Expenditures

Personnel Category: $2,807,132 or 89%
Travel Category: $13,276 or <1%
Training Category: $15,316 or <1%
Data Category: $116,362 or 4%
Office Category: $194,532 or 6%

Required Reporting Elements
Utah Code 63A-13-502 outlines specific reporting requirements to the Governor’s Office and to the
Infrastructure and General Government Appropriations Subcommittee.

Emerging Trends: 63A-13-502(2)(a)(iii)
Fraud, waste, and abuse in the state Medicaid program, including emerging trends of Medicaid fraud,
waste, and abuse and the office’s actions to identify and address the emerging trends.
The Medicaid system is complex and those who would defraud that system become increasingly more
sophisticated in their techniques. The Office monitors various sources for emerging trends in Medicaid
fraud. Sources include Google alerts, HHS OIG enforcement action memos, state and federal data and
conferences where other state Program Integrity units share trending Medicaid fraud schemes they are
observing in their states.
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Additionally, the Center for Medicare and Medicaid Services (CMS) hosts frequent training sessions at
the Medicaid Integrity Institute in Columbia, South Carolina. State Program Integrity Units from across
the country send representatives to these training sessions to share trends they see in their states and
actions they take to address those trends. Personnel from the Office who attend those training sessions
return with a list of trends. The management team reviews those trends and adds them to the work
plan, if needed.

Recoveries: 63A-13-502(2)(a)(iv)
The recovery of fraudulent or improper use of state and federal Medicaid funds, including total dollars
recovered through cash recovery, credit adjustments, and rebilled claims.
The Office may recover fraudulent or improperly paid Medicaid funds through administrative action.
However, if the Office conducts a preliminary investigation and determines a credible allegation of fraud
exists, they refer the case to the Medicaid Fraud Control Unit (MFCU) for investigation and possible
criminal prosecution. The Office works closely with MFCU to determine whether administrative recovery
is appropriate since action taken by the Office or by the Division of Medicaid and Health Financing
(DMHF) may jeopardize an ongoing criminal investigation. The Office does not report most fraud
recoveries because MFCU reports them in their annual report.
The majority of funds recovered by the Office are abuse of Medicaid funds. The Office recovers funds
through three methods: cash collection, OIG directed rebilling of claims and credit adjustments.
Recovery of improperly paid Medicaid funds serves purposes beyond simply bringing funds back into the
program. The Office considers recovery of funds a “sentinel event” that many times changes a provider’s
future billing practices. In that sense, recovery of funds acts as an educational tool with a correlating
cost avoidance amount. During SFY 2019, the Office collected a total of $4,653,957.21 through all three
methods of recovery (see Figure 4). This recovery amount is consistent with the Inspector General’s
forecast of $3-5 million during an average year and consistent with recoveries achieved by States of
similar size and Medicaid covered population.
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Figure 4: OIG Recoveries Over Time

8|Page

Figure 4 shows recoveries in all categories for the previous five years including those achieved through
the Medicaid Recovery Audit Contractor (RAC) and Health Information Technology (HIT) audits. During
2017, the Inspector General worked with the Single State Agency to return oversight of those functions
to DMHF. The majority of work performed by the RAC results in third payer liability (TPL) recoveries,
which is a function also performed by the Office of Recovery Services (ORS) through an MOU with
DMHF. CMS requires HIT audits for implementation of health information systems by providers, but the
audits are not a Program Integrity function. The Inspector General felt both of those functions were
DMHF responsibilities and management of them constituted a threat to the independence of the Office.
In 2016, DMHF determined that rebilling a claim was the cleanest way to recovery funds and asked the
Office to consider that option first when recovering inappropriately paid funds. When the Office
identifies a claim that the provider may rebill, the provider voids the original claim and submits a
corrected replacement claim. The OIG reports the difference between the two claims as the recovered
amount.

Audits: 63A-13-502 (2)(a)(vi)
Audits conducted by the office, including performance and financial audits.
The Utah State Legislature established the Office to provide oversight of the Utah Medicaid Program.
The audit universe (see Figure 5) is complex and covers any part of the program where Medicaid funds
are spent.
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Figure 5: Audit Universe
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The Office conducts performance and financial audits, evaluations and reviews as part of the audit
program.
Audits. The Office conducts audits on entities that have fiduciary responsibility for the proper
expenditure of taxpayer dollars in the form of Medicaid funds. The Office divides this category into two
types, financial and performance audits. Financial Audits are audits that identify sources of funding and
applicable controls that safeguard those funding sources. Performance Audits are audits associated with
compliance and sound management practices. These audits seek to identify fraud, abuse and waste by
testing controls and making recommendations for better controls or improvement to existing controls.
Information in audits are public and the Office posts them on their webpage, but are de-identified to
protect personal health information (PHI).
Evaluations. The Office uses evaluations to gain better understanding of a Medicaid Program and to
identify potential risks that may need addressed through a performance audit. Evaluations are for
internal purposes and the Office does not release them publicly. However, evaluations could be useful
to the Governor’s Office or the State Legislature if they desire an independent review of a particular
Medicaid service.
Reviews are desk audits conducted by the Office’s Nurse Investigators. Reviews are audits of provider’s
submitted claims and the subsequent payments made by DMHF.

SFY 2019 Audit Activities
During SFY 2019, the Office made 23 recommendations through four audits. Of the 23
recommendations, DMHF accepted 15, partially accepted two and rejected six (see table 1). Audits can
be located at oig.utah.gov, under the publications tab.
Table 1: 2019 OIG Audit Recommendations to DMHF

Audit Name
Deficit Reduction Act (DRA) Compliance 2019
Dental Services: DMO and FFS Billing
Laboratory Services
Medical Supply Store - Wheelchairs

Total
Recommendations
1
3
3
16

Accepted
1
3
3
8

Partially
Accepted

Rejected

2

6

During SFY 2019, the Office completed five evaluations of Medicaid programs.






Pregnant Woman Medicaid Eligibility
Program Funding Source Breakdown
DSPD – Medicaid Funding
Catalog the Waiver Program
PMHP/ACO Split Payments for In-patient Care

During SFY 2019, the Office reviewed 9417 post-payment claims billed to DMHF.
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Audit Activities Planned in 2020
The Office plans to develop and publish a work plan during SFY 2020. The Office plans to pattern the
work plan after the HHS OIG plan. The work plan, once published, will provide additional audit
transparency to all stakeholders.
Four audits are already underway with more planned. The Office started developing a provider audit
protocol in July 2019 that will combine the strengths of the Office’s auditors and nurse investigators to
projects including provider audits.

Investigations: 63A-13-502 (2)(a)(vii)
Investigations conducted by the office and the results of those investigations, including preliminary
investigations.
The Office maintains a fraud hotline, as well as a fraud-reporting link on the Office website. The best
method for determining if potential fraud is occurring is through whistleblower complaints. Once the
Office receives a fraud referral, the management team evaluates the complaint and assigns the case to
the Special Investigations Unit (SIU). The SIU Manager further evaluates the complaints and assigns an
investigator to plan and conduct the preliminary investigation.
If, during the course of an investigation, the investigator establishes a credible allegation of fraud the
case is immediately referred to the Medicaid Fraud Control Unit (MFCU). If no credible allegation of
fraud exists, the investigator continues the investigation they make a determination of appropriate
action. Appropriate action normally includes recovery of inappropriate payment.
During SFY 2019, the Office received 272 allegations of fraud that led to investigations.

Educational Activities: 63A-13-502 (2)(a)(viii) and (xi)
(vii) Administrative and educational efforts made by the office and the division to improve compliance
with Medicaid program policies and requirements.
(xi) The number of educational activities that the office provided to a provider or a state agency.
The Office seeks opportunities to train all stakeholders on the importance of fraud, abuse and waste
identification, reporting and mitigation.
During SFY 2019, the Office participated in DMHF’s annual provider training events. DMHF management
decided to conduct the statewide provider training exclusively through webinar for the first time. The
webinar technique is more cost effective for the state, but also more difficult to gauge effectiveness of
the training. The Office recognizes the importance of such training events and observes a corresponding
spike in referrals when Medicaid conducts the provider training in person. The Office did not see an
increase in referrals when Medicaid conducted the training through webinars.
The Office conducted two training sessions for Medicaid staff during 2019. The first training session,
held in November, focused on identification and reporting of suspected fraud, abuse, and waste for
Medicaid’s Bureau of Medicaid Operations. It is critical that state employees, at all levels, understand
their duty to report all cases of suspected fraud, abuse and waste without fear of reprisal from
management.
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The second training event was a lunchtime presentation to all Department of Health employees who
wished to attend. The “brown bag lunch” presentation gave employees an overview of the Office and its
responsibilities.
The Office continues to make strides in educating providers of their responsibilities to protect taxpayer
dollars. To that end, the Office plans to issue a semi-annual newsletter that identifies ongoing fraud,
abuse and waste trends in the State of Utah. The Office will distribute the newsletter to providers
through Medicaid’s listserv system.
Please see the “Recommendations to the Governor and Legislature” for the Office’s recommendation to
train all state Medicaid employees regarding fraud, abuse and waste identification.

Cost Avoidance: 63A-13-502 (2)(a)(ix)
Total cost avoidance attributed to an office policy or action.
During 2018, The Office developed a cost avoidance methodology to help more accurately capture
return on investment for work it performs. During SFY 2019, the Office continued to refine and
implement that methodology.
The Medicaid Integrity Institute (MII), operated by CMS, became aware of the methodology and asked
the Office to present it to other states’ program integrity agencies on March 13, 2019. The Inspector
General and the Data Scientist presented to about 40 other states who attended. The presentation
received such a positive response that MII asked the Office to present two more times. The Office
received reports that other state’s program integrity units are implementing the cost avoidance
methodology. A copy of the training slides, which discuss in more detail how the cost avoidance is
calculated, is included in this report at Appendix A.
The Office reports cost avoidance only on actions taken by the Office; whether or not that is a
recommendation or an independent action. Figure 6 shows the projected savings associated with cost
avoidance over a five-year period.
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Cost Avoidance Over Time
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Figure 6: Projected Cost Avoidance

Recipient Fraud: 63A-13-502 (2)(a)(x)
The number of complaints against Medicaid recipients received and disposition of those complaints.
The Office receives recipient fraud complaints through the fraud hotline or through the Office webpage.
They categorize recipient fraud into two types, eligibility fraud or other types of fraud.
Eligibility fraud is the misstatement of facts in order to obtain public medical assistance. When the
Office receives eligibility fraud referrals it reviews the case to determine if eligibility fraud is the only
fraud being reported, or if some other type of fraud scenario exists. If the case is only eligibility fraud,
the Office’s eligibility specialist refers to case to the Department of Workforce Services (DWS) for further
investigation. DWS is responsible for determining recipient eligibility and maintains an investigations
unit to investigate cases involving fraudulent eligibility claims. In SFY 2019, the Office referred 33 cases
to DWS.
Other recipient fraud schemes include such activities as identity theft, card sharing, and drug diversion.
The Office refers cases involving these types of fraud schemes local law enforcement. During SFY 2019,
the Office referred one case to local law enforcement, but the claim was determined unsubstantiated.
During SFY 2019, the HHS OIG determined the MFCU has authority to receive fraud cases involving
recipients engaged in opioid misuse. The Office now has an additional referral avenue for reporting drug
diversion cases and expects the number of recipient fraud referrals to MFCU will increase significantly
during SFY 2020.

13 | P a g e

Referrals to the Medicaid Fraud Control Unit: 63A-13-502 (2)(a)(xii)
The number of credible allegations of fraud referred to the Medicaid fraud control unit under Section
63A-13-501.
The Office has a very good working relationship with the State’s MFCU. During SFY 2019, the Office
made five fraud referrals to MFCU. The process for referring cases to MFCU involves a review of the
referral with members of the Office and the MFCU chief investigator. This process is effective to
determine whether MFCU believes a credible allegation of fraud exists and if they will accept the
referral. If they do not accept the case, the Office continues to pursue the case as an administrative
action. This process saves both agency’s resources. The process is efficient but traditionally the Office
has reported only cases accepted by MFCU. The MFCU Director and the Inspector General have
discussed reporting all referrals, whether accepted or not, and will begin using that metric with the SFY
2020 Annual Report.

Use of Data: 63A-13-502 (2)(a)(xiii) and 26-33a-106.1(2)(a)
The number of data pulls performed and general results of those pulls.
The Office performed 362 data pulls during SFY 2019. The Office’s data scientists develop algorithms
associated with most audits and investigations, which the Office then uses throughout the entirety of
the audit or investigation to ensure consistency of the data.
The Office uses data in four different ways. The first purpose of data pulls is to confirm or deny validity
of complaints received through the fraud hotline. Frequently citizens who report fraud, abuse or waste
confuse Medicaid with Medicare and a quick data pull can determine if the Office will expend resources
on that complaint. If the complaint regards Medicare claims, they will not appear in the Medicaid data
and that Office forwards the referral to the Health and Human Services Inspector General agents in Salt
Lake City.
The second purpose is to identify claims that fall within a specific scope period for audits and
investigations. For example, if the Office conducts an audit of expenditures associated with a particular
piece of durable medical equipment (DME) the data team pulls the code for that item within the
specified period of the audit. The items from that pull then become the data population for that project.
The third purpose of data pulls is part of the cost avoidance processes. Once the Office established cost
avoidance is applicable, it uses the same algorithm used to conduct the audit or investigation to conduct
surveillance of the changes over a pre-determined amount of time. The purpose of the surveillance is to
ensure the desired changes that occurred because of the audit or investigation are effective and
consistent over time. If anomalies occur during the surveillance step of a project the Office will take
steps to determine what caused the anomaly.
Finally, the fourth purpose of data pulls is for identification of potential fraud, or data farming. When
the Office becomes aware of new fraud schemes, the data team develops an algorithm to identify
providers who could meet the criteria associated with the scheme. In most cases, the data analysis
involves a peer-to-peer comparison to determine outliers whose claims the Office then reviews to
confirm or deny potential fraud is taking place.
Utah Code 26-33a-106.1(2)(a) requires the Office to “annually report to the Legislature’s Health and
Human Services Interim Committee regarding how the office used the data obtained under Subsection
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(1)(d)(i) and the results of obtaining the data.” This section of the code refers to third-party liability data
received through Utah Health Data Authority Act, which became effective on 14 May 2019. The Office
did not receive the data prior to the end of the fiscal year. Therefore, there is nothing to report
regarding the data on this annual report. The Inspector General will include that information on
subsequent reports.

Return on Investment (ROI)
The Inspector General submits three separate ROI calculations; recovery ROI, cost avoidance ROI, and
combined ROI. The calculation used to determine ROI is (recovery amount/expenditures) x 100.
The SFY 2019 Recovery ROI is 147.90%
The SFY 2019 Cost Avoidance ROI is 612.50%
The SFY 2019 Total ROI is 760.41%

Recommendations to the Governor’s Office and the Legislature
The Inspector General submits the following recommendations to the Governor’s Office and the Utah
State Legislature for improvements in identifying, reporting and eliminating fraud, abuse and waste in
the State Medicaid Program:

Annual State Medicaid Employee Fraud, Abuse and Waste Training
The Inspector General recommends enacting legislation that requires any state employee, regardless of
department, to take one-hour of annual training on fraud, abuse and waste schemes, detection and
reporting. The training should be web-based and developed through cooperation with the OIG and the
Executive Director of the Utah Department of Health. The training should be required for DMHF, DWS
and DHS employees who regularly conduct Medicaid business. The Governor’s Office and the State
Legislature may wish to consider expanding that training to other government entities, such as county
health authorities, and contracted entities.
The Inspector General feels this training will educate state employees on their fiduciary duties in
protecting taxpayer dollars by helping identify fraud, abuse and waste in their specialized areas.

Conclusion
Fraud, abuse and waste within the Medicaid system continues to be a problem nationwide. The National
Conference of State Legislatures reports, “Fraud, abuse and waste in Medicaid cost states billions of
dollars every year, diverting funds that could otherwise be used for legitimate health care services”.1
The Utah Office of Inspector General of Medicaid Services is dedicated to eliminating that risk to the
State’s Medicaid program. We will continue seeking ways to meet that goal.

1

National Conference of State Legislators. (2019). Medicaid Fraud and Abuse. Retrieved from
https://www.ncsl.org/research/health/medicaid-fraud-and abuse.aspx

15 | P a g e

APPENDIX A: Cost Avoidance Presentation
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