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Introduction 
 
As a part of our audit of the State of Louisiana’s Comprehensive Annual Financial Report 
(CAFR) and the Single Audit of the State of Louisiana (Single Audit) for the fiscal year ended 
June 30, 2019, we performed procedures at the Louisiana Department of Health (LDH), 
including the Office of Public Health (OPH), to provide assurances on financial information that 
is significant to the state’s CAFR; evaluate the effectiveness of LDH’s internal controls over 
financial reporting and compliance; and determine whether LDH complied with applicable laws 
and regulations.  In addition, we determined whether management has taken actions to correct 
the findings reported in the prior year. 
 

Results of Our Procedures 
 

Follow-up on Prior-year Findings 
 
Our auditors reviewed the status of the prior-year findings reported in the LDH management 
letter dated March 18, 2019.  We determined that management has resolved the prior-year 
findings related to Inadequate Controls over Required Reporting on the Schedule of 
Expenditures of Federal Awards and Improper Charges to Federal Programs.  The prior-year 
findings related to Inadequate Internal Control over Modified Adjusted Gross Income (MAGI) 
Eligibility Determinations, Noncompliance with Managed Care Provider Enrollment 
Requirement, Improper Payments to Waiver Services Providers, Inadequate Controls over 
Quarterly Federal Expenditure Reporting, Noncompliance with Third-Party Liability 
Assignment, Noncompliance with Provider Revalidation and Screening Requirements, and 
Noncompliance with Review of Redeemed Food Instruments and Cash-Value Vouchers have not 
been resolved and are addressed again in this letter.  
 
 
Current-year Findings 
 
Inadequate Internal Control over Modified Adjusted Gross Income (MAGI) Eligibility 
Determinations 
 
For the second consecutive year, LDH failed to design and maintain adequate internal control 
over MAGI-based eligibility determinations in the Medical Assistance Program (Medicaid - 
CFDA 93.778) and Children’s Health Insurance Program (LaCHIP - CFDA 93.767).  In 2014, 
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through the Affordable Care Act, federal regulations changed the requirements for Medicaid 
eligibility determinations to a new methodology using federal income tax information (FTI) 
known as MAGI.  The new MAGI determination process significantly changed the way 
Medicaid eligibility is determined for a large percentage of the Louisiana Medicaid program. 
While the new methodology was designed around federal tax data, LDH did not use federal tax 
information to verify critical Medicaid eligibility factors, resulting in a lack of internal control 
and increased risk that applicants could be determined eligible when they are not. 
 
In fiscal year 2019, LDH Medicaid and LaCHIP program expenditures totaled $12 billion. As of 
June 30, 2019, there were approximately 1.6 million recipients in Louisiana Medicaid.  Of these 
recipients, approximately 1.4 million (89%) were determined eligible in a MAGI eligibility 
group by LDH and had Healthy Louisiana managed care premium payments made to the 
managed care organizations (MCO) on their behalf.  The MCOs are responsible for payment of 
provider claims for Medicaid services.  LDH paid approximately $7.9 billion in Healthy 
Louisiana managed care premiums, with $5.5 billion dollars in premiums paid on behalf MAGI-
based recipients. 
 
In a previous Medicaid Audit Unit (MAU) report, Medicaid Eligibility: MAGI Determination 
Process, issued in December 2018, we noted that LDH did not use federal and/or state tax 
information to verify certain self-attested eligibility factors, including tax filer status, household 
size, self-employment income, and other types of income.  This other income could include 
retirement and annuities, interest and dividends, and rentals and royalties.  We determined this 
lack of verification to be a weakness in internal control, because tax information was the only 
trusted source for these critical Medicaid MAGI eligibility factors.  LDH noted that FTI would 
be incorporated into the eligibility system for use in the verification process in May 2019. 
 
In a follow-up MAU report titled Status on the Use of Federal Tax Information, issued 
September 11, 2019, we reported that LDH had not implemented the use of FTI for MAGI-based 
eligibility determinations.  Because LDH has not implemented the use of tax information for 
MAGI-based determinations, LDH continues to be unable to verify all critical eligibility factors. 
We determined that the lack of internal control due to not using federal tax information for 
verifications is applicable to all of the 1.4 million recipients in the MAGI eligibility group with 
premiums paid on their behalf.  Since LDH did not use tax information in fiscal year 2019 and 
auditors are restricted by law from using tax information in the audit of Medicaid and LaCHIP 
eligibility, we are unable to obtain sufficient appropriate evidence to adequately test MAGI-
based Medicaid eligibility.  We consider this a scope limitation for our audit. 
 
LDH should design and implement adequate internal controls to ensure and document accurate 
MAGI-based eligibility determinations.  In addition, LDH should consider using federal tax data 
to verify critical Medicaid and LaCHIP eligibility factors that cannot be verified by other 
electronic sources.  Management concurred in part and provided a corrective action plan (see 
Appendix A, pages 1-2).  Management asserts that LDH has adequate controls over MAGI-based 
eligibility determinations due to the new eligibility system, LaMEDS, using multiple electronic 
data sources for verification. 
 



Louisiana Department of Health Management Letter 

3 

Additional Comments: For fiscal year 2019, LDH did not use FTI to verify critical eligibility 
factors that cannot be verified by other electronic sources, which increases risk that applicants 
could be determined eligible when they are not. 
 
Weaknesses in Controls over LaMEDS  
 
LDH had weaknesses in controls over its new Medicaid and LaCHIP eligibility and enrollment 
system, LaMEDS.  LaMEDS was implemented in November 2018.  All recipient eligibility 
records are stored in LaMEDS.   
We evaluated system controls based on best practices, as defined by Control Objectives for 
Information and Related Technology, a framework developed by ISACA.  Our procedures 
identified the following: 

 
 LDH did not follow established procedures for user access control and lacked 

monitoring procedures for reviewing user access, override logs, audit logs, and 
underlying database changes.   

 LDH failed to remove access for separated employees.  

 LDH only performed one user access review and failed to make all 
changes noted as a result of the review.   

 LDH lacked a process for tracking non-LDH contract employee access to 
LaMEDS.   

 LDH did not review logs tracking manual overrides and audit changes for 
inappropriate overrides and changes.   

Instances of inappropriate access may have violated HIPAA Security Rules 
because users retained access to protected health information after they no longer 
had an allowed need for that access.  Management should immediately disable a 
separating employee’s access and hold supervisors responsible for requesting 
removal; perform user access reviews at least bi-annually and update all changes 
as a result of the reviews; establish procedures for monitoring non-LDH contract 
employees, and establish procedures for reviewing user access, override logs, and 
audit logs.    

 LDH lacked a formal process for monitoring and timely resolving logged 
interface errors.  LaMEDS interfaces with multiple state and federal databases to 
verify eligibility factors.  Lack of established procedures can result in inconsistent 
application and unnoticed interface failures that negatively impact the eligibility 
determination process.  LDH should establish formal procedures for monitoring 
interface errors. 

 The agreement between LDH and the Office of Technology Services (OTS) did 
not provide for availability monitoring of hardware and software managed and 
supported by OTS.  As a result, OTS may not be accountable for application 
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downtime resulting from the failure of supporting hardware, software, and 
infrastructure that it maintains.  LDH should update its agreement with OTS to 
require availability metrics and obtain and monitor achievement of agreed upon 
availability levels. 

LDH is the single state agency responsible for the administration of the Medicaid and LaCHIP 
programs.  As such, LDH is responsible for adequate internal control over any system used in 
administration of the program.  Internal controls, including proper monitoring of user access and 
logs, monitoring of interface errors, and proper monitoring of hardware and software availability 
help to mitigate the risk of improper eligibility determinations.  LDH should improve controls 
over LaMEDS as recommended above.  Management concurred in part and provided corrective 
action plans (see Appendix A, pages 3-5).   
 
Additional Comments:  LDH did not concur with the finding regarding user access reviews and 
the monitoring of audit logs, citing that CMS only requires an annual review of user access and 
does not require monitoring of all audit logs.  During our work, we noted a high frequency of 
user access changes due to employee and contractor turnover.  This frequency places LDH at an 
increased risk of allowing inappropriate access to users who no longer have a business need.  
The HIPAA Security Rule [(45 CFR §164.308(a)(1)(ii)(B)] provides that covered entities must 
“implement security measures sufficient to reduce risks and vulnerabilities to a reasonable and 
appropriate level.”  A review of access only once a year does not appear to sufficiently reduce 
this risk.  Also, the absence of CMS guidance regarding specific logs to review does not remove 
LDH’s responsibility for identifying the appropriate logs and monitoring them for unauthorized 
activity. 
  
LDH concurred in part with our recommendation regarding interface error monitoring but noted 
it had a detailed design specification document that established “a formal process for error 
standardization” that provides steps for particular errors.  However, based on our review, the 
detailed design specification document does not negate the need for policies and procedures for 
staff to reference when handling interface errors during normal operations. 
 
Noncompliance on Managed Care Premium Payments 
 
LDH made premium payments totaling approximately $4.8 billion to the Healthy Louisiana 
MCOs without first receiving required contract amendment approvals.  Also, LDH made 
payments totaling approximately $868 million for service dates outside of the certification period 
provided by the actuary’s Rate Certification Letter.  By paying the MCOs prior to contract 
amendment approvals, LDH may have made payments without proper authorization that were 
noncompliant with state procurement regulations.  By paying the MCOs with rates outside of the 
rate certification period, LDH may have violated federal regulations requiring payments using 
actuarial sound rates.   
 
For fiscal year 2019 (FY19), LDH made Medicaid and LaCHIP payments totaling $7.9 billion to 
the Healthy Louisiana MCOs.  In our review of the Healthy Louisiana premium payments made 
during the fiscal year, the following were identified: 
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 LDH made premium payments using rates from the actuary’s Rate Certification 
Letter contained in Contract Amendment Number 14 starting in July 2018 for 
May 2018.  Contract Amendment Number 14 was not signed by the MCOs until 
late October 2018, not submitted for approval to the Office of State Procurement 
(OSP) until late October 2018, and not approved by OSP until December 2018. 
Payments made on Contract Amendment Number 14 prior to OSP approval 
totaled more than $3.9 billion. 

 LDH made premium payments using rates from the actuary’s Rate Certification 
Letter contained in Contract Amendment Number 17 starting in June 2019 for 
April 2019.  Contract Amendment Number 17 was not signed by the managed 
care plans until late June 2019, not submitted to the Office of State Purchasing 
until July 2019, and not approved by OSP until August 2019.  Payments made on 
Contract Amendment Number 17 as of June 30, 2019, totaled more than  
$906 million. 

 LDH paid the MCOs for February 2019 in March 2019 using the actuary’s Rate 
Certification Letter from Contract Amendment Number 15. The Rate Certification 
Letter in Contract Amendment Number 15 was for dates July 2018 through 
January 2019 and not certified by the actuary for use in February 2019. In June 
2019, LDH adjusted rates based on Contract Amendment Number 16 with the 
accompanying Rate Certification Letter for dates including February 2019. 
Payments made for February 2019 using the inappropriate rates from Contract 
Amendment Number 15 totaled more than $629 million. 

 LDH paid the MCOs for April 2019 in May 2019 using an actuary’s Rate 
Certification Letter from Contract Amendment Number 16. The Rate Certification 
Letter in contract Amendment Number 16 was for dates January 2019 through 
March 2019 and not certified by the actuary for use in April 2019. In June 2019, 
LDH adjusted April 2019 rates based on Contract Amendment Number 17 and the 
accompanying Rate Certification Letter for dates including April 2019.  Payments 
made for April 2019 using the inappropriate rates from Contract Amendment 
Number 16 totaled more than $239 million. 

LDH failed to design and maintain adequate controls over the timely submission of contract 
amendments to OSP to ensure contract amendments were approved prior to any payments under 
the amendment.  LDH also failed to design and maintain adequate controls to ensure Rate 
Certifications Letters covered the period for which the payment was made. 
 
Louisiana Administrative Code, Title 34, Part V. Procurement, Section 2512, requires that all 
amendments to contracts for professional, personal, consulting, and social services contracts be 
submitted to OSP and shall become effective only upon approval.  Healthy Louisiana contract 
amendments, categorized as a social services contract, document changes to the managed care 
program, including updates and changes in rate certifications when necessary.  Each actuary’s 
Rate Certification Letter stipulates the population and time period covered by the accompanying 
rates along with a statement certifying the rates as actuarial sound in accordance with 42 CFR 
Section 438.  Rate certifications should be determined for a 12-month rating period, but CMS 
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considers time periods other than 12 months to address unusual circumstances.  For FY19, LDH 
made payments using four contract amendments and six Rate Certification Letters.  One rate 
letter included a 12-month certification period while the other five letters had certification 
periods varying from three to nine months. 
 
LDH should ensure compliance with state purchasing requirements, including obtaining proper 
contract amendment approvals prior to implementation.  In addition, LDH should only make 
payments using Rate Certification Letters that have been included in an approved contract 
amendment and for the period certified in the rate letter.  In its response, management did not 
dispute the facts reported regarding dates of the relevant premium payments, rates used to make 
the payments, or dates of contract amendment approvals.  However, management did not agree 
that the payments made and rates used were inappropriate or noncompliant, so a corrective 
action plan was not provided (see Appendix A, pages 6-7). 
 
Additional Comments:  LDH acknowledges payments were made using rate certification letters 
in contract amendments prior to submission to OSP and OSP approval and making payments for 
service dates using rate certification letters that did not cover the respective service dates.  LDH 
noted that in its opinion these instances should be considered an “inevitable” part of the process 
in setting managed care per member per month payments.  However, LDH should strive to 
implement processes and/or controls to ensure that state and federal regulations are met.  LDH 
should not continue processes that make noncompliance “inevitable.” 
 
Noncompliance with Managed Care Provider Enrollment Requirement 
 
For the second consecutive year, LDH did not enroll and screen Healthy Louisiana managed care 
providers and dental managed care providers as required by federal regulations.  Currently, the 
managed care plans continue to enroll and screen all providers, in violation of federal 
regulations.  As a result, LDH cannot ensure the accuracy of provider information obtained from 
the Louisiana Medicaid managed care plans and cannot ensure compliance with enrollment 
requirements defined by law and the Medicaid and LaCHIP state plan.  LDH accepted  
88.5 million Healthy Louisiana encounter claims totaling $5.3 billion and 4.2 million dental 
encounter claims totaling $152 million in fiscal year 2019 from the managed care plans and paid 
$7.9 billion in Healthy Louisiana premiums and $172 million in dental premiums. 
 
Federal regulations require that the enrollment process include providing the Medicaid agency 
with the provider’s identifying information including the name, specialty, date of birth, Social 
Security number, national provider identifier, federal taxpayer identification number, and state 
license or certification number of the provider.  Additionally, the state agency is required to 
screen enrolled providers, require certain disclosures, provide enhanced oversight of certain 
providers, and comply with reporting of adverse provider actions and provider terminations.  By 
using the new federally required process, managed care providers must participate in the same 
screening and enrollment process as Medicaid and LaCHIP fee-for-service providers. 
 
LDH was required to enroll and screen all Healthy Louisiana managed care providers by January 
2018 and dental managed care providers by July 2018.  LDH failed to do this and is in violation 
of federal law.  LDH noted that enrollment and screening of managed care providers will not be 
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performed until the new provider management system is implemented. LDH has not 
implemented the new system as of November 2019.  LDH will continue to be in violation until a 
new provider enrollment system is implemented and all providers are enrolled in the new system. 
 
LDH should ensure all providers are screened, enrolled, and monitored as required by federal 
regulations.  Management concurred with finding and provided a corrective action plan (see 
Appendix A, pages 8-9). 
 
Inadequate Controls over Waiver Services Providers 
 
For the eighth consecutive year, LDH paid Medicaid Home- and Community-Based Services 
(HCBS) claims for the New Opportunities Waiver (NOW), Residential Options Waiver (ROW), 
and Community Choices Waiver (CCW) totaling $11,949 ($7,767 in federal funds and $4,182 in 
state funds) for waiver services that were not documented in accordance with established 
policies.  NOW and ROW are administered by the LDH, Office for Citizens with Developmental 
Disabilities (OCDD).  CCW is administered by the LDH, Office for Aging and Adult Services 
(OAAS). Waiver services are accessed through support coordinators who assist with 
development and monitoring of the recipient’s plan of care (POC).  The errors noted occurred 
because LDH failed to ensure that NOW, ROW, and CCW providers follow LDH policy, which 
includes review of documentation to support services billed for accuracy and documenting 
deviations from the POC. 
 
LDH HCBS waivers implemented electronic visit verification (EVV) in fiscal year 2019.  EVV 
is a web-based system that electronically records and documents the precise date, start time, and 
end times that services are provided to recipients.  Time documented through EVV is the time 
billed to Medicaid for services.  Providers are required to maintain certain other supporting 
documentation to support all time billed. 
 
Our testing of waiver services included 306 claims paid in fiscal year 2019 totaling $38,629 paid 
to two providers for 10 recipients. The recipients received services from three waivers: NOW, 
ROW, and CCW. Auditors used LDH’s provider manuals to identify required documentation. 
Provider manuals are intended to give a provider the information needed to fulfill its vendor 
agreement with the state of Louisiana, and is the basis for federal and state reviews of the 
program.  Our test identified errors for 103 claims, some claims having multiple errors, totaling 
$11,949, which is considered questioned costs. 
 
For the NOW and ROW waivers administered by OCDD, the following were noted: 
 

 For 13 claims for five recipients, waiver services providers did not provide 
adequate documentation to support billed services.  Time sheets, progress notes, 
and EVV documentation were not consistent.  According to the provider manuals, 
prior to billing for services, the NOW and ROW service provider must verify that 
time sheets and progress notes are completed correctly and that the services were 
delivered in accordance with the POC. According to OCDD, since the 
implementation of EVV, time sheet documentation is no longer required for 



Louisiana Department of Health Management Letter 

8 

Medicaid supporting documentation, but that information is not reflected in 
updates to the NOW or ROW manuals. 

 For 44 claims for six recipients, the waiver services provider did not provide 
documentation to support deviations from the approved POC.  The POC 
documents the recipient’s assessed needs and types and quantity of services to 
address those needs and costs related to services.  Direct service providers provide 
care to a recipient based on the approved POC.  According to the ROW provider 
manual, providers are to record any changes or deviations from the POC. 
According to the NOW provider manual, an occasional or temporary deviation 
from a recipient’s scheduled services is acceptable as long as the services altered 
are recipient-driven, person-centered, and occur within the prior authorization. 
When a recipient’s schedule is altered on a consistent basis, a revision to the 
approved POC is required indicating the reason for the change.  Without 
documentation a provider cannot substantiate and auditors cannot verify that the 
deviations were recipient-driven and person-centered as required. 

 For eight claims for five recipients, auditors were unable to determine if a 
deviation from the POC occurred because time sheets, progress notes, and EVV 
documentation were not consistent.  

For the CCW waiver administered by OAAS, the following were noted: 
 

 For one claim for one recipient, the waiver services provider did not provide 
adequate documentation to support billed services.  Progress notes and electronic 
visit verification documentation were not consistent. 

 For 51 claims for two recipients, the waiver services provider did not provide 
documentation to support deviations from the approved POC.  According to the 
provider manual, significant deviations must be documented.  Significant is not 
defined. Errors noted deviations of 30 minutes or more. 

Without adequate supporting documentation and compliance with LDH established policies, 
there is reduced assurance that recipients are receiving needed services, billed services were 
actually performed, and limited resources are allocated appropriately.  In addition, LDH OCDD 
did not update provider manuals to reflect potential revised documentation requirements. 
 
LDH should ensure all departmental policies and federal regulations for waiver services are 
enforced, including documentation to support claims and evidence deviations from the approved 
POC meet the needs of the recipient.  In addition, LDH should ensure all provider manuals are 
updated timely.  Management concurred with the finding and provided a corrective action plan 
(see Appendix A, pages 10-11). 
 
Inadequate Controls over Quarterly Federal Expenditure Reporting 
 
For the fifth consecutive year, LDH failed to accurately complete the required quarterly reports 
of federal expenditures resulting in $17,279,582 ($14,683,758 federal) in expenditures for 



Louisiana Department of Health Management Letter 

9 

Substance Use Disorder (SUD) waiver services not identified and reported separately as required 
by CMS.  In fiscal year 2019, LDH paid for services under the SUD waiver while identifying 
and reporting these expenditures as state plan expenditures.  The federal expenditures reported in 
the quarterly reports are used by CMS to track state Medicaid and LaCHIP expenditures and to 
ensure proper application of federal participation rates.  Errors in federal reporting limit the 
usefulness of the reports and put the state at risk for improper claiming of federal funds and 
noncompliance with waiver agreements. 
 
The SUD waiver authorizes Louisiana to receive federal financial participation for the continuum 
of services to treat addiction to opioids or other substances, including services provided to 
Medicaid enrollees with substance use disorders residing in certain residential treatment facilities 
that meet the definition of an Institution for Mental Disease.  The approved waiver document 
requires quarterly reporting of expenditures associated with populations affected by the waiver 
services.  The waiver requires such expenditures to be reported on applicable waiver sections of 
the federal expenditures report as federal reporting is used to monitor budget neutrality 
requirements for the waiver.  While total expenditures for Medicaid and LaCHIP were not 
misstated due to the classification error, CMS requires accurate reporting of Medicaid and 
LaCHIP expenditures. 
 
LDH failed to properly identify expenditures for the SUD waiver in the statewide accounting 
system for appropriate classification on federal reporting.  In addition, LDH has implemented 
some controls over preparation and review of the quarterly expenditure reports, but did not detect 
the error until after June 30, 2019.  LDH made corrections to the September 2019 reports to 
report the expenditures as SUD waiver. 
 
LDH should ensure that expenditures are accurately classified in the statewide accounting system 
and federal expenditures are reported accurately by appropriate category on the required 
quarterly federal reports.  Management concurred with the finding and provided a corrective 
action plan (see Appendix A, page 12). 
 
Inadequate Controls over Monitoring of Abortion Claims 
 
LDH did not have adequate controls to ensure compliance with federal requirements prohibiting 
the use of federal funding for abortion claims.  LDH did not adequately monitor fee-for-services 
claims and claims from the Healthy Louisiana managed care health plans for compliance with 
federal requirements which prohibit Medicaid and LaCHIP funding for abortion services except 
in instances where abortion is necessary to save the mother’s life or if the pregnancy is the result 
of an act of rape or incest.   
 
LDH’s fiscal intermediary (FI) performed some monitoring of fee-for-services claims for 
compliance, but LDH did not monitor or review any reporting from the FI to determine if 
procedures were properly designed and effective.  LDH included a provision in the Healthy 
Louisiana managed care contracts requiring the managed care health plans to comply with the 
federal regulation, but LDH did not have any procedures in place to monitor the health plan’s 
compliance with the contract requirement.  LDH provided that monitoring was not performed 
because identifying applicable claims is difficult and would likely require medical record 
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reviews.  Because LDH did not actively monitor compliance with the requirement, the Medicaid 
and LaCHIP programs may have paid for abortion services that did not meet exceptions noted in 
federal regulations. 
 
LDH should monitor all claims for Medicaid and LaCHIP recipients, including those paid by the 
managed care health plans, for compliance with federal regulations regarding prohibited 
abortions.  Management did not specifically concur or disagree with the finding but provided a 
corrective action plan (see Appendix A, pages 13-14). 
 
Noncompliance with Prenatal Service Third-Party Liability Requirements 
 
LDH failed to implement controls to ensure compliance with revised third-party liability 
requirements for prenatal and pregnancy related services.  As a result, the Medicaid and LaCHIP 
programs may have paid full or partial claims that were the responsibility of other payers. 
 
Federal regulations require that the Medicaid and LaCHIP programs are the payers of last resort.  
In most cases, federal law requires states to apply cost avoidance measures to claims by which 
all other payers are identified and payments from those identified payers are applied to the claim 
first.  Medicaid and LaCHIP funds would then be used for the remaining balance as applicable.  
Previously, regulations considered prenatal and pregnancy related services an exception to the 
cost avoidance requirement and required states to pay prenatal and pregnancy related claims 
without regard to any other liable third party.  States could seek to recover payments from 
another liable third party at a later date through a process known as “pay and chase.”  The 
Bipartisan Budget Act of 2018 (Public Law 115-123) revised the Social Security Act, the 
authorizing legislation for Medicaid and LaCHIP programs, to eliminate the cost avoidance 
exception for prenatal services and pregnancy related services effective in February 2018. 
 
Louisiana Medicaid managed care plans would be responsible for a majority of the services 
relevant to the revised requirement.  LDH did not update the managed care contracts to require 
compliance with the revised regulation, did not provide any guidance to the managed care plans 
regarding implementation of the revised regulations, and did not monitor plan compliance with 
the revised regulation.  LDH has accepted more than two million encounters totaling  
$145.6 million for prenatal services with dates of service from February 2018 through June 2019.  
LDH did not provide criteria for identifying prenatal encounters that were processed as pay and 
chase. Managed care encounters are used by LDH’s actuary for future rate setting and as a basis 
for making supplemental payments, known as kick payments, to the managed care plans for costs 
associated with pre- and post-partum maternal care, as well as the delivery event itself.  LDH 
paid $512 million in kick payments for dates of service from February 2018 through June 2019. 
 
While a much smaller portion of the Louisiana Medicaid program, LDH also did not implement 
the revised regulation for fee-for-service prenatal claims.  For fee-for-service claims paid in state 
fiscal year 2019 with dates of service from February 2018 through June 2019, LDH paid $1,692 
for prenatal and pregnancy related claims processed as pay and chase. 
 
According to LDH, the revised federal regulation has not been implemented because CMS has 
not issued clear guidance for implementation.  LDH should ensure that cost avoidance measures 



Louisiana Department of Health Management Letter 

11 

are applied for prenatal services as required by the Bipartisan Budget Act of 2018 and the Social 
Security Act and that the Medicaid and LaCHIP programs are the payers of last resort. 
Management concurred in part with the finding and provided a corrective action plan (see 
Appendix A, pages 15-16). 
 
Additional Comments: In its response, management acknowledged that the United States Code 
was amended but noted that the Code of Federal Regulations provision had not been updated, 
and CMS had not provided guidance until November 2019.  However, this does not change 
LDH’s responsibility to implement controls addressing the revised federal requirement that was 
effective in February 2018. 
 
Noncompliance with Third-Party Liability Assignment 
 
For the third consecutive year, LDH failed to maintain evidence of notification of third-party 
liability (TPL) assignment as required for eligibility in the Medicaid and LaCHIP.  Per federal 
regulations, Medicaid is the payer of last resort.  As a condition of eligibility, each 
applicant/enrollee must assign to the state their individual rights to medical support and other 
third-party payments, and such rights of any other eligible individuals under their legal authority. 
By state law, TPL assignment is automatic but notification must be provided to the 
applicant/enrollee.  LDH provides notification to an applicant/enrollee by including assignment 
language on Medicaid and LaCHIP applications. LDH utilizes both paper and electronic 
applications.   
 
During state fiscal year 2019, TPL assignment language was not included as part of electronic 
application summaries in all recipient case records.  In a sample of 60 active recipient case 
records, 18 (30%) recipient case records did not contain evidence of TPL assignment 
notification. 
 
In response to the prior year finding, LDH planned corrective action in conjunction with the 
launch of the new eligibility system, LaMEDS, in November 2018, but LDH’s corrective action 
was prospective in nature and did not attempt to remedy cases in which recipients with case files 
lacking TPL assignment notification do not complete a new application in LaMEDS. 
 
Third parties are legally-liable individuals, institutions, corporations (including insurers), and 
public or private agencies who are or who may be legally responsible for paying medical claims. 
Without the assignment of TPL rights, the state may be at risk for payments that should be the 
legal obligation of another party. 
 
LDH should ensure notification of TPL assignment is included in each Medicaid and LaCHIP 
recipient case record as part of required documentation to support the eligibility decision. 
Management concurred with the finding and provided a corrective action plan (see Appendix A, 
page 17). 
 
 
  



Louisiana Department of Health Management Letter 

12 

Noncompliance with Provider Revalidation and Screening Requirements 
 
For the second consecutive year, LDH did not perform five-year revalidations; screenings based 
on categorical risk of fraud, waste or abuse; and monthly checks of the federal excluded party 
database, as required by federal regulations for all Medicaid and LaCHIP fee-for-service 
providers.  LDH submitted and received the Medicaid State Plan approval in 2012 regarding 
compliance with revalidation and screening requirements.  Proper enrollment and revalidation, 
including screening based on categorical risk and monthly checks of required databases would 
enable the state to identify ineligible providers that should be rejected or excluded from the 
program. 
 
In a sample of 40 providers receiving fee-for-service payments from LDH in fiscal year 2019, we 
noted that for 34 (85%) providers, LDH did not perform the required five-year revalidation, 
including screening based on categorical risk.  The 34 providers have enrollment dates ranging 
from three to 44 years ago. 
 
In addition, LDH did not routinely check one of the required federal databases to determine if 
providers have been excluded from participation in federal programs.  Federal regulations 
required LDH to check the List of Excluded Individuals/Entities (LEIE) and the System for 
Award Management (SAM) on at least a monthly basis.  While LDH checked the LEIE on a 
monthly basis, it did not perform checks of the SAM after the provider was initially enrolled.  
The SAM database includes information on providers excluded from contracting with the federal 
government. 
 
Federal regulations require that LDH screen all providers according to the provider’s categorical 
risk level upon initial enrollment, re-enrollment, or revalidation of enrollment.  LDH must 
complete a revalidation of enrollment for all providers, regardless of type, at least every five 
years.  The required screening procedures for each provider varies based on the risk score – 
limited, moderate, or high. For example, a high risk score requires additional screening 
procedures including criminal background checks and fingerprinting.  Not performing the 
required revalidations and screenings increases the risk that providers will continue to perform 
services for Medicaid recipients when they should be excluded. 
 
LDH has noted that performance of all required revalidations, screenings, and monthly checks 
would be implemented in the new provider management system.  LDH has not implemented the 
new system as of November 2019. 
 
LDH should ensure all providers are screened based on categorical risk level upon initial 
enrollment, re-enrollment, and revalidation of enrollment as required by federal regulations. 
Also, LDH should perform revalidation of enrollment on all providers at least every five years. 
In addition, LDH should ensure all required databases are checked at least monthly.  
Management concurred with the finding and provided a corrective action plan (see Appendix A, 
pages 18-19). 
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Inadequate Controls Over Healthy Louisiana Premium Payments 
 
LDH did not have adequate controls in place to ensure proper coding of all managed care 
premiums, resulting in Healthy Louisiana premium payments made to the managed care health 
plans that did not match the correct recipient eligibility type.  In November 2019, LDH 
acknowledged the mismatched premiums and made corrections to 518 Healthy Louisiana 
premiums paid for service dates July 2016 through September 2019.  The correction resulted in a 
net recoupment of approximately $176,000 from the managed care health plans.  Managed care 
premium payments that are not supported by recipient eligibility are considered improper. 
 
LDH’s fiscal intermediary makes monthly premium payments to the Healthy Louisiana managed 
care health plans based on capitation codes and rates established by LDH’s actuary.  The 
capitation codes and rates are specific to a recipient’s eligibility type in the Medicaid and 
LaCHIP programs.  Premium payments should be based on a recipient’s eligibility for the month 
of service.  When a recipient’s eligibility for a month does not correspond to the capitation code 
and rate paid to the managed care plan for that month, the premium coding is considered 
mismatched and the payment improper. 
 
In addition to the 518 payments noted above, LDH is working to correct an additional 419 
premium payments.  Based on discussions with LDH, some of the mismatched premiums 
occurred due to changes in recipient eligibility.  LDH is still researching additional causes but 
does expect mismatched premium payments to occur.  According to LDH, modifications are 
being made to its monthly adjustment processes to correct the payments.  LDH made $7.9 billion 
dollars in Healthy Louisiana premium payments in fiscal year 2019.  While the mismatched 
premium payments noted above are immaterial in relation to the total amount paid, LDH must 
ensure premium payments are supported by recipient eligibility. 
 
LDH should identify the causes for all existing mismatched premium payments.  LDH should 
also establish controls to ensure premiums payments are made based on recipient eligibility and 
ensure timely adjustment when premium payments do not match eligibility due to eligibility 
changes after the payment.  Management concurred with the finding and provided a corrective 
action plan (see Appendix A, pages 20-21). 
 
Inadequate Controls over Medicare Buy-In 
 
LDH failed to correct errors and update information on recipient eligibility records for variances 
reported to LDH by CMS, resulting in LDH not paying appropriate Medicare Buy-In (Buy-In) 
premiums to CMS for Medicare coverage for eligible recipients.  In November 2018, LDH 
implemented a new eligibility system, LaMEDS, and integrated the old Buy-In system into 
LaMEDS.  LDH developed some Buy-In reports in LaMEDS for monitoring of variances, but 
the reports were not used.  The LDH Buy-In section addressed variances when notified on a 
case-by-case basis, in addition to working with LDH LaMEDS staff to address recurring errors. 
However, LDH lacked any formal consistent procedures to timely address variances.  As a result, 
LDH did not update recipient records and make monthly Medicare Buy-In payments for all 
recipients who qualified for the benefit. 
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LDH recipient data and CMS recipient data for Medicare Buy-In eligible recipients must match 
in order to ensure appropriate Buy-In premium payments and proper handling of medical service 
claims.  Prior to November 2018, using data from CMS, LDH generated monthly reports to 
identify variances between the CMS data and LDH data.  These variances could include 
differences in claim numbers and demographic data.  LDH also generated reports to identify 
recipients that CMS added to Part B Buy-In that LDH should also enroll into Part A Buy-In.  The 
LDH Buy-In section reviewed the reports and ensured that necessary corrections and additions 
were made to recipient records in the Buy-In system which stored Buy-In eligibility data. 
However, after November 2018, LDH did not continue this process and lacked other procedures 
to address variances on a consistent and timely basis. 
 
Under the Louisiana Medicaid State Plan, the state enrolls certain Medicare eligible recipients in 
Medicare and pays the premiums associated with their Medicare coverage under the Medicaid 
program.  The payments are made under the Medicare Buy-In program with payments to CMS 
occurring monthly for Medicare Part A and/or Part B. Medicare Part A helps to pay for the cost 
of inpatient hospital care, while Part B covers outpatient medical services.  In some cases, 
recipients are enrolled in both Part A and Part B Buy-In.  In calendar year 2019, Part A 
premiums were $437 per month, with LDH paying for approximately 8,900 recipients each 
month.  Part B premiums were $135 per month, with LDH paying for approximately 207,000 
recipients each month. 
 
LDH should develop formal procedures to ensure Buy-In variances are addressed on a consistent 
and timely basis.  Management concurred with the finding and provided a corrective action plan 
(see Appendix A, page 22). 
 
Noncompliance with Review of Redeemed Food Instruments and Cash-Value Vouchers 
 
For the second consecutive year, the LDH, Office of Public Health (OPH) did not have an 
adequate process in place to review redeemed food instruments (FIs) and cash-value vouchers 
(CVVs) for the Special Supplemental Nutrition Program for Women, Infants, and Children 
(WIC) program during fiscal year 2019.  Although OPH generated system reports to monitor 
redeemed FIs and CVVs, and began performing procedures to meet the federal requirements 
regarding reviews, the procedures performed did not show clear evidence of when the reviews 
were actually performed and the reviews only sampled rejected food vouchers that were 
subsequently paid, not all vouchers paid.  Failure to properly review redeemed FIs and CVVs 
could result in undetected violations and improper payments. 
 
Federal regulations require that OPH have in place a process for reviewing all, or a 
representative sample of, FIs and CVVs submitted by vendors for redemption.  At a minimum, 
this process must be able to detect: redeemed monetary amounts that exceed the maximum 
monetary purchase amounts; missing information including purchase price, required signature, 
and vendor identification; transactions or redemption after the specific time period; and altered 
purchase price. 
 
OPH management should ensure that reviews of redeemed FIs and CVVs show clear evidence of 
when the reviews were actually performed and include a sample of all food instruments paid.  
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Management did not concur with the finding and provided that its WIC banking contractor, 
Solutran, has adequate measures in place that serve as an audit of their processing controls and a 
Service Organizational Control (SOC) 2 report meets the standards and/or mandates established 
by the United States Department of Agriculture (USDA) Food and Nutrition Service (FNS) (see 
Appendix A, pages 23-24). 
 
Additional Comments:  The SOC 2 report did not provide, nor is it intended to provide, 
assurance that Solutran or OPH reviewed all, or a representative sample of, FIs and CVVs 
submitted by vendors for redemption in accordance with federal regulations.  The intent of the 
SOC 2 report is to provide assurance as to Solutran’s controls according to the American 
Institute of Certified Public Accountants’ (AICPA) Trust Services Criteria.  According to the 
AICPA, this criteria is not appropriate for a report on an entity's compliance with laws, 
regulations, rules, contracts, or grant agreements.  Finally, even if the SOC 2 report would have 
included procedures necessary to specifically address applicable controls over WIC, the report 
provided by OPH covers October 2017 through September 2018, which is only three months of 
the fiscal year under audit. 
 
Inadequate Controls over Billing for Behavioral Health Services 
 
LDH, the MCOs, and Magellan Health Services (Magellan) did not have adequate controls in 
place to ensure that behavioral health services in the Medicaid program were properly billed and 
that improper encounters and claims were denied.  In a Medicaid Audit Unit report, Improper 
Billing of Services within the Medicaid Behavioral Services Program, issued September 4, 2019, 
we identified approximately $47.5 million in encounters and claims for services between 
December 2015 and June 2019 that were paid by LDH, the MCOs, and Magellan even though 
claims did not comply with the LDH coding requirements and fee schedule.  The billing errors 
could be avoided by LDH, the MCOs, and Magellan applying system edits that would deny 
claims and encounters when billing and fee schedule requirements are not followed.  The report 
identified the following instances of billing errors: 
 

 Providers were paid $38,533,711 for 646,746 encounters and claims that were 
billed using incorrect procedure and modifier codes.  LDH’s fee schedule outlines 
procedure codes for services and the applicable billing rates.  Some services 
require that procedure codes also contain modifier codes which indicate 
information such as the age of the recipient, location where the service was 
provided, the educational background of the person providing the service, and the 
license(s) they have obtained.  Without the required modifiers, the claim or 
encounter does not contain enough information to determine that the billing was 
appropriate. 

 Providers were paid $9,044,773 more than indicated on the LDH fee schedule for 
647,910 encounters and claims for behavioral health services.  The LDH fee 
schedule outlines different rates depending on the procedure code and modifier 
codes.  The MCOs can optionally pay more than the minimum LDH fee schedule. 
However, LDH does not currently maintain a list of these providers and therefore 
cannot determine if a claim paid at an excessive rate was improperly billed.  For 



Louisiana Department of Health Management Letter 

16 

the amount noted above, the MCOs confirmed that they did not have alternative 
fee schedules. 

 Providers were paid $7,800 for 322 encounters and claims for improperly billed 
add-on behavioral health services.  According to MCO guidance to providers, 
add-on services are reimbursable when provided in addition to the appropriate 
primary service performed by the same provider and cannot be billed as 
standalone services.  For the amount noted above, add-on services were paid 
without the required primary service. 

It is important that encounter data is accurate because LDH and other stakeholders, such as the 
Medicaid Fraud Control Unit within the Attorney General’s Office, use this data to identify 
improper payments and potential fraud.  LDH also uses this encounter data to establish per 
member per month rates for the MCOs.  While a majority of the errors were MCO encounters, 
102,889 of the errors were fee-for-service claims totaling $2,166,422 ($1,429,611 federal funds 
and $736,811 state funds), which are considered questioned costs. 
 
LDH management should implement adequate internal controls to ensure that claims and 
encounters are coded correctly, which could include edit checks to deny improper billings.  
Management did not concur with the recommendation providing that the recommendation is 
inconsistent with a risk-based managed care model (see Appendix A, pages 25-26). 
  
Additional Comments: According to four of the five MCOs and Magellan, contracted providers 
are required to follow LDH’s fee schedule.  In addition, both of the MCOs who were sent 
examples of the issues identified in the Medicaid Audit Unit report Improper Billing of Services 
within the Medicaid Behavioral Services Program agreed that the examples were errors.  If 
MCO edit checks were working appropriately, these claims should have been denied.  Although 
LDH has procedures to monitor on a post-payment basis, edit checks are important for ensuring 
encounter data is accurate and for ensuring only valid claims are paid.  In addition, LDH has 
established edit checks which deny claims with invalid or missing modifier codes for other types 
of services such as physician claims and emergency medical transportation.  Therefore, 
establishing edit checks to deny specialized behavioral health claims with invalid or missing 
modifiers should be consistent with a risk-based managed care model. 
 
 
Comprehensive Annual Financial Report (CAFR) – 
State of Louisiana 
 
As a part of our audit of the CAFR for the year ended June 30, 2019, we considered internal 
control over financial reporting and examined evidence supporting LDH’s Medical Vendor 
Payments (Agency 306) non-payroll expenditures, federal revenue, Medicaid current and non-
current accruals, and critical information systems and related user controls.  
 
The account balances and classes of transactions tested, as adjusted, are materially correct. 
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Federal Compliance - Single Audit of the State of Louisiana 
 
As a part of the Single Audit for the year ended June 30, 2019, we performed internal control and 
compliance testing as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance) on LDH’s major federal programs, as follows: 
 

 Commodity Supplemental Food Program (part of the Food Distribution Cluster 
CFDA 10.565) 

 Disaster Assistance Projects (CFDA 97.088) 

 Medicaid Cluster (CFDA 93.775, 93.777, and 93.778) 

 Children’s Health Insurance Program (CFDA 93.767) 

Those tests included evaluating the effectiveness of LDH’s internal controls designed to prevent 
or detect material noncompliance with program requirements and tests to determine whether 
LDH complied with applicable program requirements.  In addition, we performed procedures on 
information submitted by LDH to the Division of Administration’s Office of Statewide 
Reporting and Accounting Policy for the preparation of the state’s Schedule of Expenditures of 
Federal Awards (SEFA) and on the status of the prior-year findings for the preparation of the 
state’s Summary Schedule of Prior Audit Findings, as required by Uniform Guidance. 
 
Based on the results of these Single Audit procedures, we reported findings related to Inadequate 
Internal Control over Modified Adjusted Gross Income Eligibility Determinations, Weaknesses 
in Controls over LaMEDS, Noncompliance on Managed Care Premium Payments, 
Noncompliance with Managed Care Provider Enrollment Requirement, Inadequate Controls over 
Waiver Services Providers, Inadequate Controls over Quarterly Federal Expenditure Reporting, 
Inadequate Controls over Monitoring of Abortion Claims, Noncompliance with Prenatal Service 
Third-Party Liability Requirements, Noncompliance with Third-Party Liability Assignment, 
Noncompliance with Provider Revalidation and Screening Requirements, Inadequate Controls 
Over Healthy Louisiana Premium Payments, Inadequate Controls over Medicare Buy-In, and 
Inadequate Controls over Billing for Behavioral Health Services.  These findings will also be 
included in the Single Audit for the year ended June 30, 2019.  In addition, LDH’s information 
submitted for the preparation of the state’s SEFA and the state’s Summary Schedule of Prior 
Audit Findings, as adjusted, is materially correct.   
 
 
Trend Analysis 
 
We compared the most current and prior-year financial activity using LDH’s Annual Fiscal 
Reports and system-generated reports and obtained explanations from LDH’s management for 
any significant variances, as needed.  We also prepared an analysis of LDH’s Medicaid Healthy 
Louisiana expenditures over the past five years which accounted for over 65% of LDH’s 
expenditures in Medicaid Vendor Payments in fiscal year 2019.  
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B.1 

APPENDIX B:  SCOPE AND METHODOLOGY 
 
 

We performed certain procedures at LDH for the period from July 1, 2018, through June 30, 
2019, to provide assurances on financial information significant to the State of Louisiana’s 
Comprehensive Annual Financial Report (CAFR), and to evaluate relevant systems of internal 
control in accordance with Government Auditing Standards issued by the Comptroller General of 
the United States.  Our procedures, summarized below, are a part of the audit of the CAFR and 
the Single Audit of the State of Louisiana (Single Audit) for the year ended June 30, 2019. 
 

 We evaluated LDH’s operations and system of internal controls through inquiry, 
observation, and review of its policies and procedures, including a review of the 
laws and regulations applicable to LDH. 

 Based on the documentation of LDH’s controls and our understanding of related 
laws and regulations, we performed procedures to provide assurances on certain 
account balances and classes of transactions to support our opinions on the 
CAFR. 

 We performed procedures on the Commodity Supplemental Food Program (part 
of the Food Distribution Cluster - CFDA 10.565), Disaster Assistance Projects 
(CFDA 97.088), Medicaid Cluster (CFDA 93.775, 93.777, and 93.778), 
Children’s Health Insurance Program (CFDA 93.767) for the year ended June 30, 
2019, as a part of the 2019 Single Audit.   

 We performed procedures on information for the preparation of the state’s 
Schedule of Expenditures of Federal Awards and on the status of prior-year 
findings for the preparation of the state’s Summary Schedule of Prior Audit 
Findings for the year ended June 30, 2019, as a part of the 2019 Single Audit.   

 We compared the most current and prior-year financial activity using LDH’s 
Annual Fiscal Reports and/or system-generated reports to identify trends and 
obtained explanations from LDH management for significant variances, as 
needed. 

The purpose of this report is solely to describe the scope of our work at LDH and not to provide 
an opinion on the effectiveness of LDH’s internal control over financial reporting or on 
compliance.  Accordingly, this report is not intended to be, and should not be, used for any other 
purposes. 
 
We did not audit or review LDH’s Annual Fiscal Reports, and accordingly, we do not express an 
opinion on those reports.  LDH’s accounts are an integral part of the state of Louisiana’s CAFR, 
upon which the Louisiana Legislative Auditor expresses opinions. 
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