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The mission of the Office of Inspector General (OIG) is to provide objective oversight to promote the 
economy, efficiency, effectiveness, and integrity of the Department of Health and Human Services (HHS) 
programs, as well as the health and welfare of the people they serve.  Established by Public Law  
No. 95-452, as amended, OIG carries out its mission through audits, investigations, and evaluations 
conducted by the following operating components: 

Office of Audit Services.  OAS provides auditing services for HHS, either by conducting audits 
with its own audit resources or by overseeing audit work done by others.  The audits examine the 
performance of HHS programs, funding recipients, and contractors in carrying out their respective 
responsibilities and provide independent assessments of HHS programs and operations to reduce waste, 
abuse, and mismanagement. 

Office of Evaluation and Inspections.  OEI’s national evaluations provide HHS, Congress, 
and the public with timely, useful, and reliable information on significant issues.  To promote impact, 
OEI reports also provide practical recommendations for improving program operations. 

Office of Investigations.  OI’s criminal, civil, and administrative investigations of fraud and 
misconduct related to HHS programs and operations often lead to criminal convictions, administrative 
sanctions, and civil monetary penalties.  OI’s nationwide network of investigators collaborates with the 
Department of Justice and other Federal, State, and local law enforcement authorities.  OI works with 
public health entities to minimize adverse patient impacts following enforcement operations.  OI also 
provides security and protection for the Secretary and other senior HHS officials. 

Office of Counsel to the Inspector General.  OCIG provides legal advice to OIG on HHS 
programs and OIG’s internal operations.  The law office also imposes exclusions and civil monetary 
penalties, monitors Corporate Integrity Agreements, and represents HHS’s interests in False Claims Act 
cases.  In addition, OCIG publishes advisory opinions, compliance program guidance documents, fraud 
alerts, and other resources regarding compliance considerations, the anti-kickback statute, and other 
OIG enforcement authorities. 
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THIS REPORT IS AVAILABLE TO THE PUBLIC 
at https://oig.hhs.gov 

 
Section 8M of the Inspector General Act, 5 U.S.C. App., requires 
that OIG post its publicly available reports on the OIG website.  

 
OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

 
The designation of financial or management practices as 
questionable, a recommendation for the disallowance of costs 
incurred or claimed, and any other conclusions and 
recommendations in this report represent the findings and 
opinions of OAS.  Authorized officials of the HHS operating 
divisions will make final determination on these matters. 
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 Report in Brief  

Date: March 2024 
Report No. A-02-21-01011 

Why OIG Did This Audit  
As part of its oversight activities, 
HHS-OIG is conducting a series of 
audits of States that claim Medicaid 
school-based costs with the 
assistance of contractors.  Prior OIG 
audits found that States claimed 
unallowable Federal funds because 
contractors improperly conducted 
random moment time studies 
(RMTSs).  Pennsylvania is one of the 
States that receives the highest 
amount of reimbursement for 
Medicaid school-based services, and 
it has an agreement with a contractor 
to conduct its RMTSs.  
 
The objective of our audit was to 
determine whether Pennsylvania 
properly claimed Federal funds 
through its Medicaid school-based 
program. 
 
How OIG Did This Audit 
Our audit covered approximately 
$590 million in Federal Medicaid 
payments for school-based services 
claimed from July 1, 2015, through 
June 30, 2019.  This includes 
$498 million for Medicaid-eligible 
health services and $92 million for 
Medicaid administrative activities.  
We reviewed a stratified random 
sample of random moments, each 
coded as a “health service” or an 
“administrative activity.”  The 
stratified random sample comprised 
310 random moments.  We also 
reviewed the methods that 
Pennsylvania used to allocate health 
services costs to Medicaid. 
 

Pennsylvania Improperly Claimed $551 Million in 
Medicaid Funds for Its School-Based Program  
 
What OIG Found 
Pennsylvania improperly claimed Federal funds through its Medicaid school-
based health services program.  Specifically, Pennsylvania claimed estimated 
unallowable Federal funds totaling $182.5 million because it did not support 
that all moments used in RMTSs and coded as Medicaid-eligible were for 
Medicaid-eligible health services or Medicaid administrative activities.  Also, 
Pennsylvania improperly claimed an additional $368.9 million when it used 
unsupported ratios to allocate costs to Medicaid.  Finally, Pennsylvania’s 
RMTSs did not include all days worked by school staff members because it did 
not include the first month of the school year.  As a result of these 
deficiencies, Pennsylvania improperly claimed $551.4 million.  These 
deficiencies occurred because Pennsylvania and its contractor developed 
complex cost allocation methods that were difficult or impractical to support 
with documentation or did not follow CMS guidance. 
 
What OIG Recommends and Pennsylvania Comments 
We made several recommendations to Pennsylvania, including that it refund 
$182.5 million in unallowable funds for unsupported Medicaid-eligible health 
services and Medicaid administrative activities, and support or refund 
$368.9 million claimed based on its unsupported cost allocation method.  We 
also made procedural recommendations to assist Pennsylvania in preparing 
accurate and supportable claims. 
 
Pennsylvania disagreed with our monetary and procedural recommendations 
related to our first two findings and agreed with our procedural 
recommendation related to our third finding (RMTSs did not include all days 
worked by school staff members).  Specifically, Pennsylvania disagreed with 
our recommendations related to our finding that moments were not 
supported as Medicaid-eligible.  According to Pennsylvania, it was not 
required to provide documentation other than what RMTS participants 
provided and is not responsible for ensuring that all service providers are 
appropriately licensed.  Also, Pennsylvania indicated that its ratios for 
allocating costs to Medicaid are accurate.  Pennsylvania also described actions 
that it has taken or plans to take to improve its calculation of accurate and 
supportable school-based claims for Medicaid reimbursement.   

After reviewing Pennsylvania’s comments, we revised our determinations for 
two moments.  Accordingly, we revised our associated recommendations.  We 
maintain that our findings and recommendations, as revised, are valid.  

The full report can be found on the OIG website.  

https://oig.hhs.gov/
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INTRODUCTION 
 

WHY WE DID THIS AUDIT 
 
As part of its oversight activities, the U.S. Department of Health and Human Services (HHS), 
Office of Inspector General (OIG) is conducting a series of audits of States that claim Medicaid 
school-based costs with the assistance of contractors.  Prior OIG audits found that States 
claimed unallowable Federal funds because contractors improperly conducted random moment 
time studies (RMTSs).1  Pennsylvania is one of the States that receives the highest amount of 
reimbursement for Medicaid school-based services, and it has an agreement with a contractor 
to conduct its RMTSs. 
 
OBJECTIVE  
 
The objective of our audit was to determine whether the Pennsylvania Department of Human 
Services (State agency) properly claimed Federal funds through its Medicaid school-based 
program. 
 
BACKGROUND 
 
The Medicaid Program 
 
The Medicaid program provides medical assistance to low-income individuals and individuals 
with disabilities.  The Federal and State Governments jointly fund and administer the Medicaid 
program.  At the Federal level, the Centers for Medicare & Medicaid Services (CMS) administers 
the Medicaid program.  Each State administers its Medicaid program in accordance with a CMS-
approved State plan.  Although the State has considerable flexibility in designing and operating 
its Medicaid program, it must comply with applicable Federal requirements.  In Pennsylvania, 
the State agency administers the Medicaid program.   
 
The Individuals with Disabilities Education Act 
 
States may claim Federal Medicaid funds for health services provided by schools under the 
Individuals with Disabilities Education Act (IDEA), which requires schools to provide special 
education and related services2 for children with disabilities.   
 
Among other requirements for Medicaid payment, health services must be necessary, as 
determined by a child’s individualized education program (IEP).  The IEP is a document 
describing a child’s needs for special education and related services, and the educational and 

 
1 See Appendix B for related OIG reports. 
 
2 Related services are services required to assist a child with a disability to benefit from special education and may 
include health care services covered by Medicaid and non-health care services.  
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health services to be provided to the child.  Health services must be provided by qualified 
practitioners that meet Federal and State license requirements.   
 
The Pennsylvania School-Based ACCESS Program 
 
The Pennsylvania School-Based ACCESS Program (SBAP) is jointly administered by the State 
agency and the Pennsylvania Department of Education.  The SBAP allows school districts to 
receive reimbursement for health-related services provided to Medicaid-enrolled children 
whose services are documented in their IEP.3  Before submitting claims, school districts must 
obtain parental consent to release protected information, including the associated child’s IEP.4  
Under the SBAP, the State agency also claims Federal reimbursement for school-based 
Medicaid administrative activities, known as Medicaid administrative claiming (MAC). 
 
Random Moment Time Studies 
 
During our audit period, the State agency contracted with Public Consulting Group (PCG) to 
conduct quarterly statewide RMTSs to estimate the time spent on Medicaid-eligible health 
services and Medicaid-eligible administrative activities.  At a randomly selected moment, a 

participant was required to identify the activity 
they were performing by answering five standard 
questions.5  Based on the participant’s answers, 
PCG assigned a Medicaid-eligible or non-
Medicaid-eligible activity code to the moment.  
PCG may have also asked additional questions to 
determine how to code the moment.  The coded 
results were aggregated and used to allocate 
personnel costs to the Medicaid program.  
Results of random moment sampling must be 
sufficiently detailed to determine whether the 
claimed services and activities are Medicaid-
eligible.  Appendix C contains details of selected 
Federal school-based documentation 
requirements. 

 

 
3 Payments made to the school districts are based on a fee schedule. 
 
4 See Joint Guidance on the Application of the Family Educational Rights and Privacy Act (FERPA) and the Health 
Insurance Portability and Accountability Act of 1996 (HIPAA) To Student Health Records, issued by HHS and the 
U.S. Department of Education, and Federal regulations cited therein.  Available online at 
https://www.hhs.gov/sites/default/files/2019-hipaa-ferpa-joint-guidance-508.pdf.  Accessed on Apr. 20, 2023. 
 
5 A participant was a school staff member randomly selected to participate in an RMTS.  Participants were initially 
asked whether they were working during the sampled moment. 

Exhibit: Random Moment Time Study 
 

An RMTS is a statistical method used to 
identify the percentage of time 
personnel spend on a particular activity, 
including a measurement known as the 
RMTS percentage.  All activities 
performed—whether or not allowable 
under Medicaid—by school district staff 
participating in the Medicaid program 
should be included, and the entire time 
period involved must be covered by the 
sample. 

https://www.hhs.gov/sites/default/files/2019-hipaa-ferpa-joint-guidance-508.pdf
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Pennsylvania’s Medicaid Health Services Claims 
 
The State agency obtains Federal reimbursement for school districts’ actual costs.6  For health 
services costs, the State agency uses a multistep process that includes interim payments, end-
of-year cost totals, and a cost settlement.  Throughout each school year, the State agency 
makes interim payments to school districts for Medicaid-eligible health services provided to 
Medicaid-eligible students.  End-of-year costs are calculated through a complex process 
discussed below.  The process includes conducting quarterly statewide RMTSs and the 
application of a percentage known as the IEP ratio.  These final Medicaid-eligible costs are then 
compared to the interim payments to determine each school district’s cost settlement.  The 
figure that follows illustrates how the State agency determines each school district’s cost 
settlement. 

 
Figure: How the State Agency Calculates Cost Settlement 

 
 
To calculate end-of-year costs, the Medicaid-eligible RMTS percentage is applied to total staff 
costs (i.e., Medicaid- and non-Medicaid-eligible costs) for school staff providing health services 
to determine the estimated total health services costs.  To identify Medicaid-eligible costs, the 
IEP ratio is applied to the estimated total health services costs.  This percentage is calculated by 
dividing the number of students enrolled in Medicaid that have IEPs containing health services 
by the total number of students (Medicaid- and non-Medicaid-eligible) that have IEPs 

 
6 Pennsylvania uses funds certified as actual expenditures by the school districts as the State share to receive 
matching Federal Medicaid funds.  



   

Pennsylvania’s Medicaid School-Based Program (A-02-21-01011) 4 

containing health services.  The cost settlement is then calculated as the difference between 
Medicaid-eligible costs and interim payments for each school district for each school year.7 
 
Every school year since 2012—when the State agency began using this methodology—total 
school districts’ Medicaid-eligible costs have exceeded their total interim payments, resulting in 
the State agency claiming additional Federal Medicaid funds.  The additional Federal funds are 
paid directly to the school districts.   
 
Medicaid School-Based Administrative Activities  
 
A State agency may claim Federal Medicaid funds for activities necessary for the “proper and 
efficient administration” of its State plan (Social Security Act § 1903(a)(7)).  These 
administrative activities are functions other than providing direct health services to Medicaid 
beneficiaries and may include Medicaid school-based activities by school districts (e.g., 
Medicaid outreach, assistance with processing Medicaid applications, and assisting 
beneficiaries with receiving access to Medicaid services). 
 
Pennsylvania’s Medicaid Administrative Claims 
 
PCG also assists with quarterly MAC cost calculations.  Each calculation is based on the same 
RMTSs used to calculate direct health service costs.  However, the percentage used to allocate 
MAC costs is based on moments coded as administrative activities.  The State agency keeps half 
of the Federal share and pays the other half to the school district.  However, PCG is paid 
50 percent of the school district’s share—up to a maximum of $500 per school district per 
quarter.  
 
HOW WE CONDUCTED THIS AUDIT 
 
Our audit covered $590,124,733 in Federal Medicaid payments for school-based services 
claimed for reimbursement in Pennsylvania from July 1, 2015, through June 30, 2019 (school 
years 2016 through 2019).  This included $497,664,483 for Medicaid-eligible health services and 
$92,460,250 for Medicaid administrative activities.  We reviewed a stratified random sample of 
310 random moments,8 each coded as a Medicaid-eligible “health service” or an 
“administrative activity.”9  We also reviewed the methods used to allocate health services costs 
to Medicaid. 
 

 
7 In Pennsylvania, the school year runs from July 1 through June 30. 
 
8 The sample unit is defined as an RMTS activity moment and a school district combination (moment-district 
combination). 
 
9 Specifically, we reviewed 205 activity moments coded as a Medicaid-eligible “health service” and 105 activity 
moments coded as a Medicaid “administrative activity.”  See Appendix D for our sample design and methodology.  
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We did not review the overall internal control structure of the State agency or PCG.  Rather, we 
limited our review to those controls related to the State agency’s Medicaid health services 
claiming methodology and the MAC claiming methodology. 
 
We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 
 
Appendix A contains the details of our audit scope and methodology, Appendix D contains our 
sample design and methodology, and Appendix E contains our sample results and estimates. 
 

FINDINGS 
 

The State agency improperly claimed Federal funds through the SBAP for school-based services.  
Specifically, the State agency claimed estimated unallowable Federal funds totaling 
$182.5 million because it did not support that all moments used in RMTSs and coded as 
Medicaid-eligible were for Medicaid-eligible health care or Medicaid administrative activities.  
Also, the State agency improperly claimed an additional $368.9 million when it used 
unsupported ratios to allocate costs to Medicaid.  Finally, the State agency’s RMTSs did not 
include all days worked by school staff members because it did not include the first month of 
the school year.  As a result of these deficiencies, the State agency improperly claimed 
$551.4 million.10  These deficiencies occurred because the State agency and PCG used complex 
cost allocation methods that were difficult or impractical to support with documentation or did 
not follow CMS guidance. 
 
THE STATE AGENCY DID NOT SUPPORT THAT ALL MOMENTS CODED AS MEDICAID-ELIGIBLE 
WERE FOR MEDICAID-ELIGIBLE HEALTH SERVICES OR MEDICAID ADMINISTRATIVE ACTIVITIES 
 
Federal regulations require documentation to be maintained to assure that claims for Federal 
funds are in accordance with applicable Federal requirements and that documentation be 
made available for audits and examinations (42 CFR § 433.32, 45 CFR § 75.364).  Federal 
regulations (42 CFR part 440) and the State Medicaid plan (Attachment 3.1-A) also require that 
certain services be provided by or under the direction of a licensed provider.  The State 
agency’s CMS-approved Time Study Implementation Guide (Implementation Guide) requires 
that only qualified providers be included in the RMTS.  
 
Of the 310 items in our sample, 164 moments were supported but 146 were not.  For 141 of 
the moments that were not supported, based on the State agency’s documentation, we could 

 
10 The total recommended financial disallowance was $551,436,272, which included $182,565,445 in estimated 
unallowable Federal funds for moments not supported and $368,870,827 in improperly claimed funds because of 
unsupported ratios. 
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not determine whether the moment covered Medicaid-eligible health services listed in the 
associated student’s IEP or Medicaid administrative activities.  Also, for seven moments, the 
associated service provider was not licensed to provide the service that the participant 
described.  Finally, for one moment, the associated service was provided by an assistant that 
required supervision; however, the credentials for the supervisor were not provided.11 

• For the 141 moments that were not supported: 
 

o The State agency’s contractor did not collect students’ names or other 
identifying information.  Therefore, neither the contractor nor the State agency 
could identify students to obtain student health records or IEPs to allow us to 
determine whether the associated services were Medicaid-eligible health 
services, Medicaid administrative activities, or educational services.   

 
o The State agency’s contractor did not ask enough questions of the associated 

participant to ascertain whether the participant performed a Medicaid-eligible 
health service or a Medicaid administrative activity.  For example, for one 
moment, a personal care assistant was assisting a student with reading.  For 
another moment, a personal care assistant was monitoring a student’s behavior 
while the student was listening to announcements.  For these moments, the 
contractor did not ask the participant to describe the nature of the reading or 
behavioral monitoring so that the contractor could determine whether these 
activities were part of a health care therapy.  The contractor also did not ask 
whether these activities were included as health care therapies in the IEPs.  The 
activities instead could have had an educational goal of developing academic 
ability or maintaining school order and, accordingly, not be eligible for Medicaid 
payment.  For another moment, an administrative employee was participating in 
an IEP meeting; however, the contractor did not ask the employee whether the 
employee attended because of educational objectives under IDEA, for other 
school concerns such as preventing litigation, or for activities such as assisting 
the student to receive access to Medicaid services.   

 
• For the remaining eight moments, school districts did not follow the State Medicaid plan 

and State agency guidance that requires services to be provided by or under the 
supervision of a licensed therapist.12  For example, for one sampled moment, an 
individual reported that they were providing speech therapy to a student; however, the 
State agency did not provide documentation that the individual was a licensed speech 
language pathologist.  If a service provider is not adequately qualified to provide 
services, it could have a negative impact on the quality of care the student receives.  

 

 
11 The number of errors exceeds 146 because 3 moments had more than 1 deficiency. 
  
12 Pennsylvania Department of Human Services School-Based ACCESS Program Handbook (September 2019).  
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On the basis of our sample results, we estimated that the State agency claimed at least 
$182,565,44513 in unallowable Federal Medicaid funds based on unsupported RMTS coding and 
services provided by unlicensed providers.  
 
THE STATE AGENCY USED UNSUPPORTED RATIOS TO ALLOCATE COSTS  

States must provide adequate support to show that their Medicaid funds have been used 
according to Federal requirements and must maintain adequate source documentation to 
support their expenditures (45 CFR § 75.302).  In order to be allowable, costs must be allocable 
to Medicaid (i.e., chargeable or assignable to Medicaid in accordance with relative benefits 
received) (45 CFR §§ 75.403(a), 75.405).  Also, State Medicaid agencies must assure appropriate 
audits of records if payment is based on costs of services (42 CFR § 447.202). 
 
The State agency could not validate or provide support that the school districts’ IEP ratios used 
to allocate Medicaid health services costs were correctly calculated.  Federal privacy 
requirements14 do not allow the State agency to review IEPs of students not enrolled in 
Medicaid,15 which would be required to audit the school districts’ IEP ratios.16  Therefore, the 
State agency could not verify the total number of students (including those not enrolled in 
Medicaid) that had IEPs recommending health services (i.e., the denominator used in each 
school district’s IEP ratio).  The State agency’s cost allocation method applied the IEP ratio to all 
health services costs claimed; therefore, $368,870,82717 for health services costs is 
unsupported.   

 
13 Specifically, the State agency claimed at least $128,793,656 in unallowable health services and at least 
$53,771,789 in unallowable Medicaid administrative activities.  To be conservative, we recommend recovery at the 
lower limit of a two-sided 90-percent confidence interval.  Lower limits calculated in this manner are designed to 
be less than the actual overpayment total 95 percent of the time. 
 
14 See Joint Guidance on the Application of the Family Educational Rights and Privacy Act (FERPA) and the Health 
Insurance Portability and Accountability Act of 1996 (HIPAA) To Student Health Records, issued by HHS and the U.S. 
Department of Education, and the regulations cited therein.  Available online at 
https://www.hhs.gov/sites/default/files/2019-hipaa-ferpa-joint-guidance-508.pdf.  Accessed on Apr. 20, 2023.   
 
15 School districts obtain consent to disclose information to the State agency from a Medicaid-enrolled student’s 
parent before they submit associated interim claims for Medicaid payment.  However, some parents of Medicaid-
enrolled students do not consent to disclose information to the State agency.  Additionally, school districts do not 
request consent from parents of students not enrolled in Medicaid. 
 
16 As we later discuss in our response to the State agency’s comments on our draft report, CMS informed us that it 
believes that IEPs with redacted personally identifiable information may be produced to comply with Federal 
privacy protections.  The State agency has not offered to provide redacted IEPs to support school districts’ IEP ratio 
calculations. 
 
17 This amount is the total health services Federal Medicaid funds of $497,664,483 less the dollar amount of 
unsupported health services moments (combined strata 1-3) estimated at the lower limit of the 90-percent 
confidence interval of $128,793,656.   
 

https://www.hhs.gov/sites/default/files/2019-hipaa-ferpa-joint-guidance-508.pdf
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THE STATE AGENCY DID NOT SAMPLE MOMENTS DURING THE FIRST MONTH THAT SCHOOLS 
WERE IN SESSION  
 
Federal regulations state that RMTS results must be applied to the sample period, and the 
entire time period involved must be covered by the sample (45 CFR § 75.430(i)(5)(i)).   
 
RMTSs performed by PCG, however, did not include days during the first full month that schools 
were in session.  The State agency’s Implementation Guide incorrectly states that CMS guidance 
does not require sampling during the first quarter of the school year.18  The State agency used 
time studies conducted in the other three quarters to allocate costs for the first quarter.  As a 
result, the State agency may have claimed incorrect Medicaid school-based costs.19 
 
CONCLUSION 
 
The State agency and its contractor used complex methods that were difficult or impractical to 
correctly implement and support with documentation.  As a result, the State agency did not 
follow Federal RMTS requirements and claimed estimated unallowable Federal funds of at least 
$128,793,656 for unsupported moments for Medicaid-eligible health services and at least 
$53,771,789 for unsupported Medicaid administrative activities.  The State agency claimed an 
additional $368,870,827 in unallowable Federal funds because it used ratios that were not 
supported. 
 

RECOMMENDATIONS 
 

We recommend that the Pennsylvania Department of Human Services: 
 

• refund $182,565,445 to the Federal Government related to moments that could not be 
supported as Medicaid-eligible health services or Medicaid administrative activities; 

 
• refund $368,870,827 to the Federal Government or provide documentation that can 

reasonably support its allocation of health services costs to Medicaid without using 
unverifiable IEP ratios; 
 

• ensure that its contractor collects sufficient information so that the State agency can 
validate the contractor’s coding of RMTS moments; 
 

• ensure that school districts verify that providers are appropriately licensed before they 
provide health services to students;   
 

 
18 CMS officials confirmed to us that it would expect an RMTS to include all days worked in a school year.  
 
19 We are unable to quantify the effect of not including the first quarter in the RMTS. 
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• develop an accurate, supportable method to identify Medicaid costs that can be verified 
with source documents; and 
 

• revise its RMTSs to include the first month of the school year.  
 

STATE AGENCY COMMENTS AND OFFICE OF INSPECTOR GENERAL RESPONSE 
 

In written comments on our draft report, the State agency disagreed with our first five 
recommendations (related to our first two findings) and agreed with our sixth recommendation 
(related to our third finding).  Specifically, the State agency disagreed with our 
recommendations related to our finding that moments were not supported as Medicaid-
eligible.  According to the State agency, it was not required to provide documentation other 
than what RMTS participants provided.  The State agency also stated that although it is 
responsible for ensuring that providers whose costs are being billed for Medicaid 
reimbursement are properly licensed and credentialed, it is not responsible for ensuring that all 
service providers are appropriately licensed before they provide health services to students, 
irrespective of Medicaid billing.  In addition, the State agency disagreed with our 
recommendations related to our finding that the IEP ratio is unsupported because, according to 
the State agency, the IEP ratio is accurate.  The State agency agreed with our recommendation 
related to our finding that RMTSs did not include days during the first full month that schools 
were in session.  The State agency also described actions that it has taken or plans to take to 
improve its calculation of accurate and supportable school-based claims for Medicaid 
reimbursement.   
 
After reviewing the State agency’s comments, we revised our determinations for two moments 
for which we initially determined that the associated service provider was not licensed to 
provide the service described.  Accordingly, we revised our associated recommendations.  We 
made technical corrections to the report based on some of the State agency's comments and 
maintain that our findings and recommendations, as revised, are valid.   
 
A summary of the State agency’s comments and our responses follows.  The State agency’s 
comments, excluding attachments, are included as Appendix F.20 
 
THE STATE AGENCY DID NOT SUPPORT THAT ALL MOMENTS CODED AS MEDICAID-ELIGIBLE 
WERE FOR MEDICAID-ELIGIBLE HEALTH SERVICES OR MEDICAID ADMINISTRATIVE ACTIVITIES 
 
State Agency Comments 
 
The State agency stated that it was not required to provide documentation other than what 
participants provided to support its coding of RMTS moments.  The State agency indicated that 
the Implementation Guide states that RMTS contractors code participants’ answers to a series 
of questions “according to the documentation submitted by the [participant]” and does not 

 
20 We are providing the State agency’s comments, in their entirety, to CMS. 
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state that any additional supporting documentation is required.  The State agency also stated 
that Federal laws limiting third-party access to student records and the lack of a workaround 
“demonstrates that student education records, such as IEPs or service logs, were never 
intended to be part of the documentation for [sampled moments], nor has CMS advised [the 
State agency] that additional documentation is required to support moments.” 
 
Although the State agency acknowledged that CMS guidance issued in May 2023 indicates that 
the State agency could produce supporting documentation that redacts or conceals personally 
identifiable information (PII) from student records, the State agency stated that this guidance 
cannot be applied retroactively.  However, the State agency stated that this is an option that it 
can consider for future years.  Nevertheless, the State agency also stated that it is unreasonable 
to request PII for each student that a participant works with. 
 
The State agency also reviewed the sample moments that we determined to be unsupported 
and indicated the following: 
 

• Of the 69 moments coded as health services, 24 were supported by coding descriptions 
found in the Implementation Guide. 
 

• Of the 72 moments21 coded as administrative activities, 20 were supported by coding 
descriptions found in the Implementation Guide and 49 were for direct health service 
participants that were coded as unallowable.   

 
Additionally, the State agency stated that it does not concur that it is responsible for ensuring 
that providers are appropriately licensed before they provide health services to students.  
Rather, the State agency stated that it is responsible for ensuring that providers on a statewide 
health services staff list who bill the Medicaid program are properly licensed and credentialed.  
The State agency reviewed the 10 moments identified in our draft report as not being provided 
by or under the supervision of a licensed therapist and determined that 7 of these moments 
were associated with providers for whom it could not produce a license to show that the 
services were provided by or under the direction of a licensed provider.  
 
The State agency also questioned the validity of our sampling methodology because 11 
administrative activity moments included in our sample were for dates prior to the beginning of 
our audit period.22 
 
Although the State agency disagreed with our recommendations, it described actions it has 
taken or plans to take to improve contractor coding of moments and ensure that health 

 
21 OIG provided a total of 72 moments to the State agency as MAC errors; the State agency only indicates 70 in its 
response. 
 
22 Eight of these administrative activity moments were for direct health service participants that the State agency 
stated were coded as unallowable and three were for participants who did not provide direct health services. 
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services providers are licensed.  Further, the State agency stated that it selected a new RMTS 
contractor, assigned it additional training responsibilities regarding time study participants and 
provider licensing, and increased State agency oversight of the contractor’s coding. 
 
Office of Inspector General Response 
 
We do not agree with the State agency’s assertion that 24 moments coded as health services 
and 20 moments coded as administrative activities were supported.  We acknowledge that the 
Implementation Guide states that coding is based on time study participants’ answers to initial 
and followup questions necessary to determine whether moments are Medicaid-eligible.  As we 
explained in our finding, however, the State agency’s prior contractor did not ask enough 
questions of RMTS participants to ascertain whether participants performed a Medicaid-eligible 
health service or a Medicaid administrative activity.  Thus, according to the Implementation 
Guide, the State agency did not always support that moments were Medicaid-eligible.  
Moreover, States must make source documents available for audit to support claims for Federal 
Medicaid reimbursement.  CMS officials have informed us that they believe that service 
documentation with redacted PII may be produced to comply with Medicaid requirements and 
Family Educational Rights and Privacy Act (FERPA) privacy protections.23   
 
We disagree with the State agency’s assertion that it cannot produce supporting 
documentation because, according to the State agency, CMS’s guidance cannot be applied 
retroactively.  CMS’s guidance provides instructions on how a State agency could support its 
claims for Federal Medicaid funds under existing law.  We also disagree with the State agency’s 
contention that, in the future, it would be unreasonable for RMTS participants to identify the 
students they are working with.  This practice would make it less burdensome for school 
districts to locate and provide redacted service documentation for audit and oversight 
purposes. 
 
Regarding the 49 moments that were coded as unallowable, we note that the State agency 
included these moments in its calculation of the percentages used to allocate administrative 
costs for MAC reimbursement. 
 
We agree that it is the State agency’s responsibility to ensure that providers on the statewide 
health services staff list who bill the Medicaid program are properly qualified.  The list is used as 
the source for selecting RMTS participants; therefore, all RMTS participants should be 
appropriately licensed or credentialed and/or supervised.  We also agree with the State agency 
that seven moments were associated with providers for whom it could not produce a license to 
show that the associated services were provided by or under the direction of a licensed 
provider.  However, in addition to the seven providers for whom the State agency agreed that it 
did not provide a license, the State agency did not provide a license for one other provider.  

 
23 We note that a trusted third party (e.g., a certified public accounting firm) may be required to attest that 
redacted service documentation correspond with sampled items selected from redacted student lists. 
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Based on the State agency’s comments, we revised our determinations for two health service 
moments and our related recommendation (financial disallowance).24, 25 
 
Regarding the State agency’s comments on the validity of our sampling methodology, our audit 
period was based on claims for reimbursement by Pennsylvania from July 1, 2015, through 
June 30, 2019, as stated in Appendix A.  For the State agency’s administrative claim for the 
quarter beginning July 1, 2015, in accordance with its Implementation Guide, the State agency 
used moments from the three preceding quarterly RMTSs to calculate Medicaid 
reimbursement.  Thus, we correctly joined the moments in these three preceding RMTSs to 
school district costs for the quarter beginning July 1, 2015, and included these combinations in 
our sampling frame because they were used to calculate a claim for Medicaid reimbursement 
within our audit period.  Refer to Appendix D for our sample design and methodology.   
 
We commend the State agency for assigning its new RMTS contractor additional training 
responsibilities regarding time study participants and provider licensing and for its increased 
oversight of the contractor’s coding. 
 
THE STATE AGENCY USED UNSUPPORTED RATIOS TO ALLOCATE COSTS  
 
State Agency Comments 
 
The State agency indicated that the IEP ratio is accurate because school districts have access to 
students’ IEPs and use that access in the development of the IEP ratio used in the cost 
reconciliation and settlement process.  According to the State agency, its cost allocation 
methodology, including the use of the IEP ratio, was approved by CMS and was based on CMS 
guidance, including sample State plan materials.  Also, FERPA’s privacy restrictions were in 
place when the State agency obtained CMS approval to use an IEP ratio to allocate costs.  
Further, the State agency stated that it did not develop the IEP ratio with its contractor.  
According to the State agency, its cost allocation plan, which includes the IEP ratio, was 
adopted by the State agency “in close coordination” with CMS. 
 
Additionally, the State agency indicated that, as recently as May 2023, the cost-based 
reimbursement methodology is, according to CMS, “the most commonly used payment 
methodology” for Medicaid school-based services.  It also stated that Pennsylvania is 1 of 
approximately 26 States that use a cost-based methodology that incorporates an IEP ratio. 

 
24 Of the 47 providers we identified to the State agency as potentially unqualified, the State agency provided 
documentation showing that 39 were qualified.  The State agency agreed that 7 were unqualified.  For the remaining 
provider, the State agency said that the date of the associated sampled moment was outside of record retention 
guidelines.  Because the State agency provided documentation showing that all but 8 providers were qualified, we 
reduced the recommended disallowance of $183,205,803 in the draft report. 
 
25 As a result, we also revised our finding and recommendation related to the State agency’s use of unsupported 
ratios because, as described in footnote 17, the dollars associated with this finding are tied to the estimated dollar 
amount of unsupported health services moments.   



   

Pennsylvania’s Medicaid School-Based Program (A-02-21-01011) 13 

 
Office of Inspector General Response 
 
We revised our report to acknowledge that the State agency did not develop the IEP ratio with 
its prior contractor.  CMS officials, however, informed us that the State agency’s prior 
contractor and another State’s Medicaid agency proposed the IEP ratio to CMS before CMS 
worked with Pennsylvania’s State agency.  Thus, the State agency’s prior contractor developed 
or adopted the IEP ratio—not CMS.   
 
CMS officials also informed us that State Medicaid agencies must be able to produce source 
documents to verify their IEP ratio.  As we explained in our finding, this obligation is part of the 
requirements of the Medicaid program, and without verification, the accuracy of the IEP ratio 
cannot be ascertained.  Further, in its May 2023 guidance, CMS reinforced the importance of 
having documentation available to support the IEP ratio.26  The guidance also stated that 
documentation with redacted PII potentially may be produced to comply with Medicaid 
requirements and Federal privacy protections.27  In response to the State agency’s comments, 
we modified our fifth recommendation to reflect CMS’s guidance.  Accordingly, we recommend 
that the State agency develop an accurate, supportable method to identify Medicaid costs that 
can be verified with source documents. 
 
We believe that the State agency should have another opportunity to support its allocation of 
prior costs to Medicaid.  The State agency may provide redacted IEPs or any other reasonable 
method to support its cost allocation.  The State agency should work with CMS, and if CMS 
requests, we may provide technical assistance to help CMS assist the State agency.   
 
THE STATE AGENCY DID NOT SAMPLE MOMENTS DURING THE FIRST MONTH THAT SCHOOLS 
WERE IN SESSION  
 
The State agency agreed with our recommendation to revise its RMTSs to include all dates that 
school is in session and stated that it included a requirement to conduct an RMTS for the July 
through September quarter in the contract for its new RMTS contractor.  We commend the 
State agency for requiring its new RMTS contractor to sample all dates worked by school 
personnel. 
 

  

 
26 See Delivering Services in School-Based Settings: A Comprehensive Guide to Medicaid Services and Administrative 
Claiming.  Available online at: https://www.medicaid.gov/sites/default/files/2023-07/sbs-guide-medicaid-services-
administrative-claiming-ud.pdf.  Accessed on Oct. 11, 2023. 
 
27 We note that a trusted third party, such as a certified public accounting firm, may be required to attest that 
redacted IEPs correspond with sampled items selected from redacted student lists. 

https://www.medicaid.gov/sites/default/files/2023-07/sbs-guide-medicaid-services-administrative-claiming-ud.pdf
https://www.medicaid.gov/sites/default/files/2023-07/sbs-guide-medicaid-services-administrative-claiming-ud.pdf
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APPENDIX A: AUDIT SCOPE AND METHODOLOGY 
 
SCOPE 
 
We reviewed $590,124,733 in Federal Medicaid payments for school-based services claimed for 
reimbursement by Pennsylvania from July 1, 2015, through June 30, 2019 (school years 2016 
through 2019).  This included $497,664,483 for Medicaid-eligible health services and 
$92,460,250 for Medicaid administrative activities.  We reviewed a stratified random sample of 
310 random moments, each coded as a Medicaid-eligible “health service” or an “administrative 
activity.”28  We also reviewed the methods used to allocate health services costs to Medicaid. 
 
We assessed the reliability of the State agency’s claims data by reconciling it to the school-
based services that it claimed for Federal Medicaid reimbursement on its CMS-64 forms 
(Quarterly Medicaid Statement of Expenditures for the Medical Assistance Program) and to cost 
reports school districts submitted to PCG.  We determined the data to be sufficiently reliable 
for the purposes of this report. 
 
During our audit, we did not review the overall internal control structure of the State agency, its 
contractor, or the Medicaid program.  Rather, we limited our review to those controls related 
to the State agency’s Medicaid health services claiming methodology and the MAC claiming 
methodology.   
 
We conducted our audit from March 2021 through June 2023.  We performed audit work by 
reviewing the documentation provided to us electronically by the State agency.  
 
METHODOLOGY 
 
To accomplish our objective, we:  
 

• reviewed applicable Federal and State requirements; 
 

• held discussions with State agency officials to gain an understanding of the SBAP and 
school district cost reports;  
 

• obtained and reviewed documents from the State agency that were used to calculate 
SBAP costs, including RMTS results and summarized school district cost reports; 

 
• reviewed final net settlements from the State agency that were used to claim costs for 

services provided from July 1, 2015, through June 30, 2019; 
 

• reconciled Medicaid interim claims reported on the cost settlement summaries from the 

 
28 Specifically, we reviewed 205 activity moments coded as a Medicaid-eligible “health service” and 105 activity 
moments coded as a Medicaid “administrative activity.”   
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State agency to the interim claims in the Federal Medicaid claims database; 
 

• reconciled interim claims reported on CMS-64 forms to interim claims from the State 
agency; 
 

• reconciled the final net settlement reported on the State agency’s cost settlement 
report to the amount reported as school-based health services on CMS-64 forms; 

 
• assessed the completeness and reasonableness of the random moment data; 

 
• joined the Medicaid-eligible coded activity moments to corresponding school districts in 

such a manner that each moment was listed once for each school district, resulting in a 
listing of 6,838,987 unique combinations of RMTS activity moments to school districts; 

 
• selected a stratified random sample that included 310 moment-district combinations 

that were coded as Medicaid-eligible;29 
 

• reviewed the stratified random sample and, for each sample item: 
 
o determined if coding was supported by documentation provided, 

 
o determined the cost effect of any unsupported code on its corresponding school 

district for the sample item, and 
 

o calculated the related unallowable claim amount for Federal reimbursement; 
 

• estimated the total amount of overpayment for Medicaid school-based health services 
and administrative activities related to unsupported RMTS activity moment coding;30 
and  

 
•  discussed our results with State agency officials. 

 
We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 
 

 

 
29 Each item in our sampling frame corresponded to a unique combination of an RMTS activity moment and a 
school district.  See Appendix D for details on our sample design. 
 
30 See Appendix E for our sample results and estimates. 
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APPENDIX B: RELATED OFFICE OF INSPECTOR GENERAL REPORTS 
 

Report Title Report Number Date Issued 
New Jersey’s Medicaid School-Based Cost Settlement Process 
Could Result in Claims That Do Not Meet Federal 
Requirements 

A-02-20-01012 03/08/2022 

New York Improperly Claimed $439 Million In Medicaid Funds 
for Its School-Based Health Services Based on Certified Public 
Expenditures  

A-02-18-01019 07/20/2021 

Florida Received Unallowable Medicaid Reimbursement for 
School-Based Services A-04-18-07075 11/24/2020 

Nebraska Claimed Unallowable School-Based Administrative 
Costs Because of Improper Coding of Random Moment 
Timestudy Responses  

A-07-19-03234 08/14/2020 

New Jersey Improperly Claimed Tens of Millions for Medicaid 
School-Based Administrative Costs Based on Random Moment 
Sampling That Did Not Meet Federal Requirements  

A-02-17-01006 11/08/2019 

Vulnerabilities Exist in State Agencies’ Use of Random Moment 
Sampling To Allocate Costs for Medicaid School-Based 
Administrative and Health Services Expenditures 

A-07-18-04107 12/06/2018 

New Jersey Claimed Hundreds of Millions in Unallowable or 
Unsupported Medicaid School-Based Reimbursement  A-02-15-01010 11/27/2017 

Texas Improperly Received Medicaid Reimbursement for 
School-Based Health Services A-06-14-00002 08/14/2017 

 
  

https://oig.hhs.gov/oas/reports/region2/22001012.asp
https://oig.hhs.gov/oas/reports/region2/21801019.asp
https://hhsoig-my.sharepoint.com/personal/inbisat_sheikh2_oig_hhs_gov/Documents/My%20Files/Job%20Folder/02-18-01019-%20NY-School%20based/Draft%20report/A-04-18-07075
https://oig.hhs.gov/oas/reports/region7/71903234.pdf
https://oig.hhs.gov/oas/reports/region2/21701006.pdf
https://oig.hhs.gov/oas/reports/region7/71804107.asp
https://oig.hhs.gov/oas/reports/region2/21501010.asp
https://oig.hhs.gov/oas/reports/region6/61400002.asp
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APPENDIX C: SELECTED SCHOOL-BASED DOCUMENTATION REQUIREMENTS 
 

To claim Federal reimbursement, the allocation of costs for Medicaid-eligible and non-eligible 
activities requires careful documentation of all work performed by certain school staff over a 
set period of time that is used to identify, measure, and allocate the school staff time that is 
devoted to services and activities reimbursable by Medicaid.31 
 
Federal reimbursement may be available for Medicaid-eligible health services included in a 
child’s IEP.  CMS’s Medicaid and School Health: A Technical Assistance Guide states that a 
school must keep records that details student-specific information regarding all specific services 
provided.  Relevant documentation includes who provided the service and any required 
medical documentation related to the student’s diagnosis or medical condition.  This 
information is necessary in the event of an audit.32 
 
CMS’s Medicaid School-Based Administrative Claiming Guide states that documentation of 
results must be sufficiently detailed to determine whether the claimed activities are necessary 
for the proper and efficient administration of the State plan.  The burden of proof and 
validation of sample results remains the responsibility of the State agency.  To meet this 
requirement, the time study documentation can include a narrative description of the Medicaid 
activity being performed, including student names or case information where applicable.  
Regardless of how the State validates sample results, the State must maintain appropriate 
documentation for audit purposes.33 
 

  

 
31 State Plan Amendment Att. 3.1A and 4.19B; the Medicaid School-Based Administrative Claiming Guide, May 
2003; and the Pennsylvania School-Based ACCESS Program Implementation Guide contain details of these 
requirements.  
 
32 CMS, Medicaid and School Health: A Technical Assistance Guide, August 1997.  Available online at 
https://www.hhs.gov/guidance/document/medicaid-and-school-health-technical-assistance-guide.  Accessed on 
June 21, 2023.  
 
33 CMS, Medicaid School-Based Administrative Claiming Guide, May 2003.  Available online at 
https://www.cms.gov/research-statistics-data-and-systems/computer-data-and-
systems/medicaidbudgetexpendsystem/downloads/schoolhealthsvcs.pdf.  Accessed on June 21, 2023.  

https://www.hhs.gov/guidance/document/medicaid-and-school-health-technical-assistance-guide
https://www.cms.gov/research-statistics-data-and-systems/computer-data-and-systems/medicaidbudgetexpendsystem/downloads/schoolhealthsvcs.pdf
https://www.cms.gov/research-statistics-data-and-systems/computer-data-and-systems/medicaidbudgetexpendsystem/downloads/schoolhealthsvcs.pdf
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APPENDIX D: SAMPLE DESIGN AND METHODOLOGY 
 
SAMPLING FRAME 
 
Our sampling frame consisted of 6,838,987 unique combinations of RMTS activity moments 
joined to the school districts to which PCG’s RMTS results were applied to allocate costs from 
July 1, 2015, through June 30, 2019.  Each RMTS activity moment coded as Medicaid-eligible 
was joined to every school district participating in the corresponding quarter to create a unique 
RMTS activity moment to school district combination (moment-district combination).34 
 
SAMPLE UNIT 
 
The sample unit was defined as a moment-district combination. 
 
SAMPLE DESIGN AND SAMPLE SIZE 
 
We randomly selected 310 sample items according to the following stratified design: 
 
 

Stratum 
Range of Potential Financial Impact Amounts for 
Moment-District Combinations35 

Frame 
Count  

Sample 
Size 

1 Combinations with potential health service impact 
amounts ≤$151.14 3,468,085 75 

2 Combinations with potential health service impact 
amounts >$151.14 and ≤$442.06 638,915 55 

3 Combinations with potential health service impact 
amounts >$442.06 175,427 75 

4 Combinations with potential administrative activity 
impact amounts ≤$61.93 2,234,942 40 

5 Combinations with potential administrative activity 
impact amounts >$61.93 and ≤$248.78 268,042 30 

6 Combinations with potential administrative activity 
impact amounts >$248.78 53,576 35 

Total  6,838,987 310 
 
 
 
 

 
34 The RMTS activity moments were coded as Medicaid-allowable for either direct health services or administrative 
activities.  The 6,838,987 moment-district combinations in the sampling frame included 4,282,427 direct health 
service moment-district combinations and 2,556,560 administrative activity moment-district combinations. 
 
35 Potential impact amounts were calculated by using the RMTS results and other applicable ratios to determine 
the potential impact each Medicaid allowable moment had on the total calculated Medicaid costs. 
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SOURCE OF RANDOM NUMBERS 
 
We generated the random numbers using the OIG, Office of Audit Services (OIG/OAS) statistical 
software. 
 
METHOD OF SELECTING SAMPLE ITEMS 
 
Within each stratum, we sorted the units by moment date, school district to which the moment 
was assigned, last name of participant, first name of participant, and school district to which 
the moment was joined, and then consecutively numbered the sample units in each of the 
strata.  After generating the random numbers for each stratum, we selected the corresponding 
frame units for review. 
 
ESTIMATION METHODOLOGY 
 
We used the OIG/OAS statistical software to estimate the total amount of Medicaid cost 
overpayments for the direct health services portion of the sampling frame (strata 1 through 3).  
We also used OIG/OAS statistical software to estimate the total amount of Medicaid cost 
overpayments for the administrative activity portion of the sampling frame (strata 4 through 6).  
To be conservative, we recommend recovery of overpayments at the lower limit of a two-sided 
90-percent confidence interval.  Lower limits calculated in this manner are designed to be less 
than the actual overpayment total 95 percent of the time. 
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APPENDIX E: SAMPLE RESULTS AND ESTIMATES 
 

Sample Details and Results 
 

Table 1: Medicaid Health Services Moment-District Combinations 

Stratum Frame Count Sample 
Size 

Unsupported 
Moment-

District 
Combinations  

1 3,468,085 75 29 
2 638,915 55 16 
3 175,427 75 29 

Total 4,282,427 205 74 
 

Table 2: Medicaid Administrative Activity Moment-District Combinations 

Stratum Frame Count Sample 
Size 

Unsupported 
Moment-

District 
Combinations 

4 2,234,942 40 31 
5 268,042 30 22 
6 53,576 35 19 

Total 2,556,560 105 72 
 
 

Estimated Unallowable Federal Medicaid Costs Claimed in the Sampling Frame36 
(Limits Calculated at the 90-Percent Confidence Level) 

 
Table 3: Medicaid Health Services Estimates 

Point Estimate $162,980,727 
Lower Limit $128,793,656 
Upper Limit $197,167,799 

 
Table 4: Medicaid Administrative Activities Estimates 

Point Estimate $65,869,338 
Lower Limit $53,771,789 
Upper Limit $77,966,886 

 
 
 

 
36 We estimated that the State agency claimed unallowable Federal funds of at least $182,565,445 ($128,793,656 
for unallowable health services and $53,771,789 for unallowable Medicaid administrative activities).   
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APPENDIX F: STATE AGENCY COMMENTS
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*OIG Note: OIG provided a total of 72 moments to Pennsylvania as MAC errors. 
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