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Report Content

• 27 Recommendations
• Questioned Costs (page 12)

• Known - $15 million
• Likely – up to $184.5 million

• Department’s Response (page C-1)

• Qualified Opinion on the Financial Schedules (page A-1)

• Material Weaknesses in Internal Controls and Compliance 
Issues related to Financial Reporting (page B-1)

• Prior Report Contained 13 Recommendations (page 9)
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Audit Risk Formula

Audit Risk = Inherent Risk x Control Risk x Detection Risk
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Auditing Process and Auditing Standards
(page 67)

• Audit Evidence
• Appropriate (Quality:  relevance, reliability)
• Sufficient (Quantity:  how much)

• Establishing Audit Scope
• Audit Sampling
• Scope Limitations



Medicaid & CHIP Eligibility Sample
(page 70)

• Objective:  To determine whether individuals were 
appropriately denied or determined eligible for Medicaid and 
CHIP benefits based on eligibility criteria outlined in federal 
regulations and in the respective state plans.

• Eligibility Requirements (page 13):  
• Social Security Number
• Resident of Montana
• Certain Income and Age Criteria



Medicaid & CHIP Eligibility Sample
Consideration of Inherent and Control Risks
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Medicaid & CHIP Eligibility Sample
Scope Decision
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Medicaid & CHIP Eligibility Sample
Scope Decision

CHOICE #1
STOP AUDITING

• Consider 
importance of 
procedures

• Qualify or 
Disclaim the 
Auditor’s 
Opinion

• Report 
Questioned Costs

CHOICE #2
ALTERNATIVE 
PROCEDURES

• Consider 
available third-
party data 
sources

• Modify audit 
scope



Medicaid & CHIP Eligibility Sample Results
(Table 5 - page 18)

42 CFR 435.914 – casefile must include facts to support eligibility decision



Medicaid & CHIP Eligibility Sample Results
(Table 6 – page 19)



Medicaid & CHIP Eligibility Sample Results
(Table 7 - page 20)



Quantifying the Financial Impact

Known Questioned Costs
Actual Benefits Paid

• $216,630 (26 cases not 
supported)

• $362,303 (16 cases no 
tax data available)

Likely Questioned Costs
Projected Benefit Payments

• Assumptions
• Same rate of ineligibility 
• Steady annual benefits use 

by eligibility group
• Three-month factor

• Approximately $42 million 
annually

• Low Contingency Estimate 
$84.1 million - 6/30/2019



Department’s Analysis
(page 22)

• 88 member months in error / 1,512 member months in 
population = 5.8% error rate

• Over $100 million in inappropriate benefit payments annually 
(State and Federal portion combined)



Federal PERM Rates
(page 22)

• Rolling National Average
• Each state re-evaluated every three years

5.8% 
Total FY18 
Expenditures

5.8% 
Total FY19 
Expenditures

5.8% 
Federal FY18 
Expenditures

5.8% 
Federal FY19 
Expenditures

Medicaid $99.2 million $98.9 million $76.5 million $75.5 million

CHIP $5.5 million $5.8 million $5.4 million $5.7 million

Total $104.7 million $104.7 million $81.9 million $81.2 million

$209.4 million 
(state and federal costs)

$163.1 million
(federal costs only)

High Contingency Estimate



Recommendation #1:
(page 24)



Third Party Liability Identification
(page 24)

• Montana’s Medicaid Plan requires SWICA and SSA data 
matches at application for all individuals



Provider Fraud Investigations
(page 26)

• Closed 692 investigations during period
• Sample of 40 closed case files

• Unable to locate 3 files
• Documentation in 1 file incomplete

• Focus on new provider reviews



Provider Fraud Investigations
(page 26)



Beneficiary Fraud Investigations
(page 27)



Suspending Participation
(page 28)

• Section 45-6-313, MCA, requires a person convicted of Medicaid 
fraud be suspended from participation

• No mechanism exists to identify individuals convicted of 
Medicaid fraud



Contract Disclosures
(page 29)

• Required language related to department and suspension is 
excluded in the contract for premium billing and collections 
services

• Department controls did not identify or prevent the omission



CHIP Health Insurance Premium Payments
(page 30)

Federal regulations permit a single Medicaid eligibility group to 
receive CHIP-funded insurance premium payments.  Department 
controls did not prevent other eligibility groups from receiving 
CHIP-funded premium payments.
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SNAP, TANF, and WIC 
Service Organization 

(page 32)



SNAP Related Recommendations
Federal Cash Draws  (page 38)

Required SNAP Reconciliation (page 35)

• The department determines amount of benefits, but the EBT 
Service provider handles the payments and federal 
reimbursement requests. 

• The department records the expense and revenue in the state’s 
accounting system. 



SNAP Federal Cash Draws 
(page 38)





Required SNAP Reconciliation
(page 37)



Automated Data Processing (ADP) System Accuracy
(page 40)



TANF Related Recommendations 
(page 41)

• Recommendation #12 was also in the prior audit.

• Recommendation #13 and 14 both have internal control elements in 
the recommendations. 

• Recommendation #14 also includes a way in which the department 
can improve the accuracy of their federal reporting in the TANF 
program. 



Foster Care Related Recommendations 
(page 45)

• Recommendation #15 was also in the prior audit.

• Recommendation #16 involves subrecipient agreements. 

• Recommendation #17 involves unallowable payments 

• Recommendation #18 includes ways in which the department can 
improve the accuracy of their federal reporting in the Foster Care 
program. 



Child Care Development Fund 
Related Recommendations 

(page 52)

• Recommendation #19 is related to the Period of Performance.

• Recommendation #20  involves Health and Safety 
requirements. 

• Recommendation #21 is related to a prior audit 
recommendation. 



Centrally Provided Services 
(page 58)

• Recommendation #22 is related to a prior audit 
recommendation. 

• Recommendation #23, 24 and 25 involve cash management. 



Final Recommendations 
(page 64)

• Recommendation #26 has been recommended twice before. 

• Recommendation #27 involves Construction Work in Progress. 
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