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AGENCY FOR HEALTH CARE ADMINISTRATION 

Medicaid Facility Reimbursement Rates 

SUMMARY 

This operational audit of the Agency for Health Care Administration (Agency) focused on Medicaid facility 
reimbursement rates during the period July 2007 through February 2009.  Our audit disclosed the following 
deficiencies:  

REIMBURSEMENT RATE CALCULATIONS 

Finding No. 1:  The Agency did not always calculate Medicaid reimbursement rates for hospitals and 
intermediate care facilities for the developmentally disabled (ICF-DDs) in accordance with established 
procedures and instructions. 

RATES CALCULATED USING INCORRECT COST REPORT 

Finding No. 2:  The Agency calculated Medicaid reimbursement rates for hospitals and ICF-DDs using 
cost reports accepted after the deadline for cost report submission. 

RATES NOT TIMELY ENTERED INTO FMMIS 

Finding No. 3: The Agency did not always enter reimbursement rates into the Florida Medicaid 
Management Information System (FMMIS) prior to the effective date of the rate, resulting in claims being 
reimbursed at the previous rate.  In addition, retroactive rate adjustments did not take into consideration 
required copayments, and overpayments were made. 

COST REPORT SUBMISSION 

Finding No. 4: Hospitals, ICF-DDs, and nursing homes did not always submit cost reports to the Agency 
within the required timeframes. 

CONTRACT MONITORING 

Finding No. 5: Agency monitoring of the contract with First Coast Service Options, Inc., for hospital cost 
report audits was not sufficient. 

COST REPORT AUDIT ADJUSTMENTS 

Finding No. 6: Facility reimbursement rate changes resulting from cost report audit adjustments were 
either not calculated or were calculated but not processed by the Agency. 

BACKGROUND 

Hospitals, nursing homes, and intermediate care facilities for the developmentally disabled (ICF-DDs) participating in 
the Medicaid Program were to be reimbursed on a per diem basis for services provided to Medicaid recipients.  The 
per diem rates used were to be based on cost reports submitted to the Agency for Health Care Administration 
(Agency).  Hospices were to be reimbursed room and board per diem rates based on 95 percent of the average 
Medicaid per diem rate of the nursing homes utilized by the hospice, weighted by actual recipient days.  Rural health 
clinics and Federally Qualified Health Centers (FQHCs) were to be reimbursed at per diem rates based on inflation 
indices.  As shown in Table 1, during the audit period, these facilities received total payments of $9.4 billion in 
Medicaid funds. 
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Table 1 

Medicaid Payments to Facilities by Type 
July 2007 Through February 2009 

Facility Type Payment Amounts

Hospital $4,371,984,839.90
Nursing Home 3,877,022,129.28
ICF-DD 548,540,739.66 
Hospice 466,433,127.41
FQHC 99,770,137.53
Rural Health Clinic 43,238,879.36

Total $9,406,989,853.14
Source:  Medicaid Decision Support System.1 

FINDINGS AND RECOMMENDATIONS 

Medicaid Facility Reimbursement Rates 

The intent of Florida Law2 and the Medicaid State Plan is to provide for the reimbursement of Medicaid services 
provided by hospitals, nursing homes, ICF-DDs, rural health clinics, and FQHCs.  The amounts paid are to be based, 
ultimately, upon audited cost reports relating to each entity.  The Agency has developed processes to collect from 
these facilities the information needed for the calculation of the applicable per diem rate.  These processes generally 
include the submission of annual cost reports by the facility, Agency review of the cost reports, and then Agency 
calculation of the per diem rate.  Lastly, the Agency contracts with entities to audit the cost reports, to determine the 
fairness of information included in the report, and adjusts amounts paid, as necessary, to reflect rates re-calculated 
based on the audited information. 

As more fully described in the OBJECTIVES, SCOPE AND METHODOLOGY section of this report, we tested various 
records and transactions to determine whether the per diem rates paid to selected facilities were calculated in 
accordance with the Medicaid State Plan, as well as Agency policies and procedures.  As discussed in succeeding 
findings, we noted procedural deficiencies resulting in overpayments to Medicaid providers and payments to providers 
that were not consistent with the rates allowed by law.  

Finding No. 1:  Reimbursement Rate Calculations 

To calculate the reimbursement rates for hospitals, nursing homes, and ICF-DDs, the Agency developed cost 
reimbursement plans that have been incorporated into the Medicaid State Plan.  The cost reimbursement plans detail 
the types of costs to be included in the calculation of reimbursement rates, as well as the methods to be used to 
calculate the reimbursement rates.  

The Agency also developed detailed written instructions for the calculation of hospital and ICF-DD reimbursement 
rates that indicate which amounts should be included in the reimbursement rate calculations and where to find these 
amounts in the cost reports submitted by the facilities.  The instructions specify the cost report schedule, line, or 
column needed and describe necessary calculations.  Agency staff were to use the instructions to prepare from the 
facility cost reports manual profile sheets.  The instructions developed for calculating hospital reimbursement rates 
                                                      
1 The Medicaid Decision Support System (DSS) is a data warehouse that provides users with access to Florida Medicaid 
Management Information System data. 
2  Section 409.908, Florida Statutes. 
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indicated that the manual profile sheet calculations were to be reviewed by a second person to ensure that the 
calculations had been performed correctly.  Data from the reviewed manual profile sheets were then to be entered 
into the appropriate rate calculation system, and the system was then to be used to calculate the reimbursement rate.  

Our audit disclosed the following deficiencies in the procedures employed in the calculation of hospital and ICF-DD 
per diem rates: 

 The manual profile sheets provided to us for 7 of the 20 hospital rate calculations tested did not contain 
evidence of review by a second person.  Specifically: 

• For two instances, there was no evidence of review by a second person. 

• For one instance, the manual profile sheet was completed and reviewed by the same person. 

• For four instances, the manual profile sheet contained tick marks that may have indicated review, but the 
sheets were not initialed or dated by a reviewer.  

These procedural deficiencies contributed to errors in the calculation of rates and in the inconsistent 
application of procedures.  Our audit of 20 hospital outpatient and inpatient per diem rates, ranging from 
$38.01 to $1,847.35,  revealed that for all 20 rates tested, there were instances in which the calculations used 
to determine the rate were not performed or reviewed in accordance with Agency instructions.  Had the rates 
been calculated and reviewed in accordance with the instructions, a different hospital reimbursement rate 
likely would have been calculated.  In some instances the error appeared to be minor in amount, while in 
others we were not able to determine an amount because accurate and complete reports were not available 
for review.  

 The policies and procedures provided to us for ICF-DD rate calculations did not require that manual profile 
sheets be reviewed by a second person, and the 19 profile sheets reviewed by us did not have any evidence of 
a second review.  Such reviews would better ensure the detection of instances in which Agency instructions 
were not followed.  Our audit of 20 ICF-DD rates disclosed two instances in which the rates were not 
calculated in accordance with Agency instructions.  In both instances, there was a discrepancy between a 
summary schedule and a supporting schedule prepared by the ICF-DD.  The instructions indicate that the 
supporting schedule is the master schedule and, for any differences noted between the two schedules, the 
summary schedule should be adjusted to agree with the supporting schedule.  However, in these two 
instances, the amounts reported on the summary schedule totaling $80,543 and $81,668, respectively, were 
not adjusted to agree with the $0 amount reported on the master supporting schedules.  Had the summary 
schedules been adjusted as specified in the instructions, the facilities’ per diem reimbursement rates would 
have been lower by $4.66 and $9.95, respectively, which would have resulted in the facilities receiving a total 
of $63,905 less in reimbursement for the April 2008 rate semester. 

The accurate calculation of Medicaid facility reimbursement rates is imperative to the proper payment of participating 
facilities and the appropriate use of Federal and State funds.  Considering the significant amount of funds paid to 
these facilities, a thorough documented review of the rate calculations would provide the Agency with additional 
assurances that facilities are reimbursed at correct rates.   

Recommendation: The Agency should ensure that rates are calculated in accordance with established 
policy.  The Agency should also enhance controls to ensure that calculations are performed correctly and 
based on complete cost reports submitted by the facility.  Furthermore, the Agency should ensure that all 
manual profile sheets are reviewed by a second person to ensure that reimbursement rates are calculated 
using accurate information.  Any corrections needed should be verified by the reviewer. 

Finding No. 2:  Rates Calculated Using Incorrect Cost Report 

The Medicaid State Plan indicates that, for hospitals, nursing homes, and ICF-DDs, reimbursement rates will be set 
twice a year, and the Plan specifies a due date for the receipt of acceptable annual cost reports to be used in the rate 
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semester’s calculation.  For the next semester, the rate is adjusted for inflation and other authorized factors.  If an 
acceptable cost report was not received by the Agency prior to the rate semester’s applicable due date, then the 
facility’s previous cost report was to be used in the calculation of reimbursement rates.  As health care costs have 
increased each year, these provisions serve as an incentive for facilities to timely submit their cost reports to the 
Agency.  State law provides that, if a provider submits a cost report late and the use of the cost report would have 
resulted in a lower rate, then the late cost report is to be used in rate setting.3 

During our testing of 40 cost reports, 20 submitted by hospitals and 20 submitted by ICF-DDs, we noted that one 
hospital cost report and two ICF-DD cost reports received by the Agency after the applicable due date were used to 
set the current reimbursement rate. These three facilities received reimbursement totaling $28,216,508 for services 
performed during the rate semester for which the late cost reports were used to calculate the reimbursement rate.  For 
the two ICF-DD cost reports, the Agency indicated that the reports were revised cost reports and the originals had 
been submitted before the deadline.  However, the Medicaid State Plan states that only acceptable cost reports 
received by the Agency by the applicable due dates are to be used in the rate-setting process.  In accordance with State 
law and the Medicaid State Plan, the facilities’ previously submitted cost reports should have been used to calculate 
the reimbursement rates, as the Agency did not provide documentation evidencing that the use of the late reports 
would have resulted in lower reimbursement rates.  

The Agency’s use of cost reports received after established deadlines reduced the incentive for facilities to timely 
submit cost reports and could result in the use of rates in excess of those authorized by law. 

Recommendation: The Agency should enhance controls to ensure that Medicaid reimbursement rates 
are calculated using the correct cost report, in accordance with Medicaid policy and Florida law. 

The Agency disagreed that the ICF/DD facility cost reports had been accepted after the filing deadline.   As 
noted in our finding, we agree that the original cost reports were received before the filing deadline.  
However, the rates authorized were based on the revised cost reports rather than the most current 
acceptable cost report received by the applicable due date. 

Finding No. 3:  Rates Not Timely Entered Into FMMIS 

Reimbursement rates for hospitals and hospices are set twice each year, on January 1 and July 1.  Rural health clinics 
and FQHCs receive reimbursement at rates adjusted for inflation factors effective each October 1.  Once 
reimbursement rates have been calculated, the new rates are to be entered into the Florida Medicaid Management 
Information System (FMMIS) so that claims submitted for payment will be paid using the correct rate.  When rates 
were entered into FMMIS after the effective dates (January 1, July 1, or October 1, as applicable), the Agency’s 
practice was to retroactively adjust any claims already paid at the previous rate.  Net overpayments were withheld 
from the provider’s weekly payment and net underpayments were added to the provider’s weekly payment.   

We noted during our testing that rates were not always timely entered into FMMIS, resulting in claims being 
reimbursed to providers at the previous rates.  Specifically, we noted that for 17 of 20 hospital rates, 3 of 10 hospice 
rates, 8 of 10 rural health clinic rates, and 6 of 10 FQHC rates tested, the new rates were entered into FMMIS 
subsequent to the effective dates.  For example, Medicaid claims for 7 hospital rates with an effective date of January 
1, 2008, were not paid at the January 1, 2008, rate until February 27, 2008, 57 days later. 

                                                      
3 Section 409.908, Florida Statutes. 
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Additionally, we noted that the Agency’s practice of adjusting claims paid at the previous rates and either adding to or 
holding back the net difference between the old and new rates from the provider’s weekly payment, which the Agency 
did in the instances described above, resulted in overpayments for some claims.  For certain types of Medicaid 
services, some Medicaid recipients were responsible for copayments that ranged from $1 to $3.  Normally, when a 
recipient was responsible for a copayment, FMMIS paid the claim by deducting the copayment amount from the 
amount due pursuant to the reimbursement rate.  For example, a claim submitted for a service with a $100 
reimbursement amount and subject to a $3 copayment would be paid by FMMIS at $97.  Our testing disclosed 
instances for hospitals, rural health clinics, and FQHCs where claims paid at a previous rate, net of the copayment 
amount, were subsequently adjusted and paid based on the full amount of the new rate, rather than the full amount 
less the copayment amount.  In all of these instances, the facilities were overpaid by the amount of the copayment.  In 
response to our audit inquiry, the Agency stated that FMMIS did not consider copayments when applying retroactive 
rate adjustments and that a programming change to FMMIS had been requested to correct this error. 

Absent timely entry of the reimbursement rates into FMMIS, the Agency is unable to ensure that certain claims 
submitted by Medicaid providers are reimbursed at the correct rate.  Additionally, the Agency’s practice of adjusting 
claims paid at the previous rates, without consideration of the copayments required of the Medicaid recipient, resulted 
in overpayments to Medicaid providers. 

Recommendation: The Agency should enhance controls to ensure that reimbursement rates are entered 
into FMMIS prior to the rates’ effective dates.  The Agency should also ensure that claims adjusted for a 
new rate are paid in the correct amount, considering any copayments required from the recipient.  In 
addition, the Agency should identify overpayments related to copayments that resulted from retroactive rate 
adjustments and initiate actions to recoup the applicable amounts from providers. 

Finding No. 4:  Cost Report Submission 

The Medicaid State Plan specifies that hospitals and nursing homes are to submit a cost report to the Agency within 
5 months of the end of their cost reporting year, while ICF-DDs are to submit a cost report within 3 months of the 
close of their cost reporting year.  The Medicaid Provider Agreement that all Medicaid providers are required to sign 
states that the provider agrees, by signing, to comply with all laws, rules, and regulations applicable to the Medicaid 
Program.   

Our audit disclosed that 9 of the 20 nursing home cost reports and 9 of the 20 hospital cost reports tested were not 
submitted to the Agency within 5 months of the close of the cost reporting year.  Additionally, we noted that 12 of 20 
ICF-DD cost reports tested were not submitted within 3 months of the close of the cost reporting year. 

The Medicaid State Plan also states that ICF-DDs that do not submit their cost reports within 180 days of the end of 
the cost reporting year shall have their Medicaid provider contracts canceled.  Although 9 of the 12 ICF-DDs that 
submitted their cost reports after the 3 month time period had submitted their cost reports more than 180 days after 
the end of the cost reporting year, the Agency had not canceled any of the providers’ contracts.  

Our testing also disclosed that a total of 19 nursing homes that had become active Medicaid providers prior to 
July 1, 2007, had never submitted a cost report to the Agency.  Since these nursing homes had not submitted a cost 
report to the Agency, they were reimbursed for Medicaid claims based on budgeted cost reports prepared by the 
Agency, rather than actual cost data submitted by the provider.  The amounts paid to these 19 nursing homes totaled 
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$40,620,387, during the 2008-09 fiscal year.  Because these providers had not submitted cost reports, their 
reimbursement rates were not calculated from cost reports that were subject to Federally required cost report audits.4  

By not enforcing Medicaid State Plan contractual provisions concerning the submission of nursing home cost reports, 
the Agency is unable to ensure that nursing homes were paid the amounts legally authorized by law.  In addition, the 
Agency’s failure to enforce Medicaid State Plan provisions requiring the submission of cost reports within required 
timeframes precludes efforts to timely calculate and apply current rates. 

Recommendation:  The Agency should revise the Medicaid State Plan to either develop new punitive 
measures, such as rate reductions, or enforce existing measures to ensure the timely submission of cost 
reports to the Agency.  

Contract Monitoring and Cost Report Audit Adjustments 

Finding No. 5:  Contract Monitoring 

The cost reports of hospitals are subject to periodic audits.  For the performance of hospital cost report audits, the 
Agency entered into an annual contract totaling approximately $1.8 million with First Coast Service Options, Inc. 
(FCSO).  If a cost report audit indicates that adjustments are necessary to a facility’s cost report, then new 
reimbursement rates are to be calculated and claims paid at the old, unadjusted rate are to be reimbursed at the new 
rate.  Overpayments resulting from the rate changes are to be recouped by the Agency and any underpayments are to 
be paid to the facility.   

We evaluated the Agency’s monitoring of FCSO and noted several areas in which monitoring was insufficient to 
ensure adherence to contractual terms.  Specifically, we noted: 

 The contracts with FCSO for the 2007-08 and 2008-09 fiscal years contained a provision under which FCSO 
was to submit to the Agency quarterly status reports of all audits in process.  During the audit period, FCSO 
did not submit any quarterly status reports to the Agency.  Additionally, a monitoring report prepared by the 
Agency for the 2007-08 fiscal year contract did not disclose FCSO’s failure to submit the contractually 
required status reports.  By failing to enforce contractual provisions requiring the submission of quarterly 
status reports, the Agency’s ability to effectively monitor FCSO’s progress was reduced.   

 Agency monitoring reports for both the 2006-07 and 2007-08 fiscal years’ FCSO contracts were released on 
October 14, 2008.  The reported monitoring procedures consisted of billing analyses and a working paper 
review of audits released by FCSO to determine whether the audits were conducted in accordance with the 
audit program.  As the review was conducted simultaneously for both fiscal years, it appears that the contract 
with FCSO was renewed for the 2007-08 fiscal year absent a documented Agency review of FCSO 
performance.  In addition, the review that was completed was of limited scope.  The Agency’s review 
included 12 audits selected from the 2006-07 fiscal year and 10 audits pertaining to the 2007-08 fiscal year; 
however, only 4 audits and 2 audits, respectively, involved a full working paper review.  The other selected 
audits included only a limited review of the report and applicable time summary.  In comparison, FCSO’s 
proposal for the 2007-08 fiscal year listed 284 audits scheduled for the year. 

 The audit contract was not awarded competitively, and no agency cost analysis was prepared to evaluate the 
competiveness of proposed increased rates.  The hourly rate paid to FCSO for the 2007-08 fiscal year 
increased from the $82 rate for the 2006-07 fiscal year to $90, an increase of 9.8 percent.  For the 2008-09 
fiscal year, the hourly rate paid to FCSO increased from $90 to $130, or by 44.4 percent over the 2007-08 
fiscal year rate.  While the contract amount remained constant at approximately $1.8 million, the number of 
hours allocated in the contract and, consequently, the number of audits to be performed, decreased as a result 

                                                      
4 Title 42, Section 447.253(g), Code of Federal Regulations.   
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of the higher hourly rate.  Specifically, the number of audits included in FCSO’s 2008-09 fiscal year proposal 
decreased to 247 from the 284 listed in the 2007-08 fiscal year proposal.   

In response to our audit inquiry, Agency staff indicated that the hourly rate increase was due to FCSO’s 
implementation of a new accounting system that was necessary for it to successfully bid on a Medicare 
contract.  Agency staff further indicated that the new system provided a more refined allocation of all indirect 
costs based on direct labor costs and increased the cost of operations allocated to the Medicaid contract. It is 
not clear to us that the accounting system was necessary for the execution of the Medicaid cost report audit 
contract.  

Although audit services are exempt from the competitive procurement requirements of State law,5 due to the 
substantial increase in the hourly rate, the Agency should have considered competitively procuring this 
contract or, alternatively, performing a cost analysis to determine whether the same services could have been 
procured at a more cost-effective rate.   

Recommendation: The Agency should require that FCSO adhere to all contract provisions, including 
the submission of all required reports.  In addition, to gain increased assurance that the audits are 
performed in accordance with the contract, the Agency should consider increasing the level of detail review 
employed during annual contract monitoring.  Also, prior to entering into another hospital cost reports audit 
contract, the Agency should consider performing a cost analysis to evaluate the competiveness of proposed 
rates or competitively procuring the services.  

Finding No. 6:  Cost Report Audit Adjustments 

As indicated in finding No. 5, the Agency contracted with FCSO to perform hospital cost report audits.  For nursing 
home and ICF-DD cost report audits, the Agency engaged independent certified public accounting (CPA) firms.  The 
Agency then reviewed the audit reports submitted by the CPA firms and released the reports subsequent to review.  
Once the audit report was released by the Agency, new rates were to be calculated based on the audited cost report 
and applied to claims submitted during the period of time covered by the audited cost report.  In our reports on the 
Federal Awards audit of the Medicaid Program for the 2004-05 through 2007-08 fiscal years, we have commented on 
the extensive length of time the Agency takes to release audit reports submitted by CPA firms.6 

We tested cost report audit reports released by the Agency during the audit period and noted that, for all 15 of the 
ICF-DD audits selected, the Agency had received the audit report from the CPA firm and released the audit report, 
but had not calculated new rates based on the audited cost report.  Furthermore, the Agency indicated that 6 of the 15 
ICF-DDs had undergone a change of ownership and that new rates would not be calculated.  For all 6 ICF-DDs, the 
audited cost report pertained to the fiscal year ending in 2002, with $12,323,732 paid to these facilities for services 
performed during the period of time for which rates would not be recalculated.  In all 6 instances, the audit report was 
dated prior to the change of ownership date.  In one instance, the audit report was dated 628 days before the change 
of ownership occurred.  Because new rates were not calculated, potential overpayments or underpayments to these 
ICF-DDs may not be subject to proper correction by the Agency. 

We also noted that 9 of the 15 hospital audits and 2 of the 15 nursing home audits selected for testing had resulted in 
a rate change, but the Agency had not adjusted previous claims for reimbursement at the new rate.  In response to our 
audit inquiry, the Agency processed adjustments for claims paid at the previous rate for five of the nine hospitals and 
both nursing homes.  

                                                      
5 Section 287.057, Florida Statutes. 
6 Audit report No. 2009-144, finding No. FA 08-061; report No. 2008-141, finding No. FA 07-062; report No. 2007-146, finding 
No. FA 06-066; and report No. 2006-152, finding No. FA 05-053.  
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Recommendation: The Agency should implement procedures to ensure that new ICF-DD rates are 
calculated when audit reports on ICF-DD cost reports are released.  Furthermore, the Agency should 
enhance policies and procedures to ensure that cost report audits procured by the Agency are timely 
processed and that any rate changes resulting from cost report audits are timely calculated, entered into 
FMMIS, and retroactively applied. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

The Auditor General conducts operational audits of governmental entities to provide the Legislature, Florida’s 
citizens, public entity management, and other stakeholders unbiased, timely, and relevant information for use in 
promoting government accountability and stewardship and improving government operations. 

We conducted this operational 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.   

This operational audit focused on Medicaid facility reimbursement rates.  The overall objectives of the audit were:  

 To evaluate the effectiveness of established internal controls in achieving management’s control objectives in 
the categories of compliance with controlling laws, administrative rules, and other guidelines; the economic, 
efficient, and effective operation of State government; the relevance and reliability of records and reports; and 
the safeguarding of assets. 

 To evaluate management’s performance in achieving compliance with controlling laws, administrative rules, 
and other guidelines; the economic, efficient, and effective operation of State government; the relevance and 
reliability of records and reports; and the safeguarding of assets. 

 To determine whether facilities serving Medicaid recipients were reimbursed at rates authorized by Medicaid 
policy and applicable laws, rules, and regulations. 

 To determine whether selected disproportionate share (DSH) payments to hospitals were calculated in 
accordance with applicable laws, rules, and regulations. 

 To determine whether the Agency sufficiently monitored the contract with First Coast Service Options, Inc. 
to ensure that hospitals providing Medicaid services are reimbursed at the appropriate rate.  Also, to 
determine whether the Agency recorded the necessary retroactive rate adjustments in FMMIS for any 
adjusted cost reports for hospitals, nursing homes, and ICF-DD facilities. 

 To identify statutory and fiscal changes that may be recommended to the Legislature pursuant to Section 
11.45(7)(h), Florida Statutes. 

Our audit included examinations of various records and transactions (as well as events and conditions) occurring 
during the period July 2007 through February 2009.  In conducting our audit we:   

 Obtained an understanding of selected Information Technology (IT) controls, assessed the risks of those 
controls, evaluated whether selected general and application IT controls were in place, and tested the 
effectiveness of the controls.   

 Reviewed 20 hospital reimbursement rates to determine whether the rates were calculated in accordance with 
Medicaid policy and applicable laws, rules, and regulations.   

 Reviewed 20 nursing home reimbursement rates to determine whether the rates were calculated in accordance 
with Medicaid policy and applicable laws, rules, and regulations. 
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 Reviewed 20 ICF-DD reimbursement rates to determine whether the rates were calculated in accordance with 
Medicaid policy and applicable laws, rules, and regulations.   

 Reviewed 10 hospice, 10 rural health clinic, and 10 FQHC rates to determine whether the rates were 
calculated in accordance with Medicaid policy and applicable laws, rules, and regulations.   

 Reviewed 15 DSH payments and determined that the rates were calculated in accordance with Medicaid 
policy and applicable laws, rules, and regulations.   

 Reviewed Agency FCSO contract monitoring activities during the audit period to determine whether the level 
of monitoring was sufficient to ensure contract compliance.   

 Reviewed 15 hospital, 15 nursing home, and 15 ICF-DD cost report audits issued during the audit period to 
determine whether adjusted rates had been calculated and that any adjustments had been retroactively applied 
in FMMIS.  

 Performed various other auditing procedures, including analytical procedures, as necessary, to accomplish the 
objectives of the audit. 
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AUTHORITY 

Section 11.45, Florida Statutes, requires that the 
Auditor General conduct an operational audit of each 
State agency on a biennial basis.  Pursuant to the 
provisions of Section 11.45, Florida Statutes, I have 
directed that this report be prepared to present the 
results of our operational audit. 

 

David W. Martin, CPA 
Auditor General 

 
MANAGEMENT’S RESPONSE 

In a response letter dated March 22, 2010, the Secretary 
of the Agency provided responses to our audit findings 
and recommendations.  The Agency’s response is 
included as EXHIBIT A. 
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EXHIBIT A 
MANAGEMENT’S RESPONSE 
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EXHIBIT A 
MANAGEMENT’S RESPONSE (CONTINUED) 
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MANAGEMENT’S RESPONSE (CONTINUED) 

 

 

Ag
en

cy
 fo

r H
ea

lth
 C

ar
e A

dm
ini

str
ati

on
O

ffic
e o

f t
he

 In
sp

ec
to

r G
en

er
al 

- I
nte

rn
al 

Au
dit

 U
nit

Re
sp

on
se

 T
ab

le 
fo

r t
he

 A
ud

ito
r G

en
er

al 
O

pe
ra

tio
na

l A
ud

it o
f  

M
ed

ica
id 

Fa
cil

ity
 R

eim
bu

rse
me

nt 
Ra

tes

Is
su

e 
R

ec
om

m
en

da
tio

n(
s)

M
an

ag
em

en
t R

es
po

ns
e

Ta
rg

et
 D

at
e

Co
nt

ac
t N

am
e

6
Fa

cil
ity

 re
im

bu
rse

me
nt 

ra
te 

ch
an

ge
s r

es
ult

ing
 

fro
m 

co
st 

re
po

rt 
au

dit
 ad

jus
tm

en
ts 

we
re

 
eit

he
r n

ot
 ca

lcu
lat

ed
 o

r w
er

e c
alc

ula
ted

 b
ut 

no
t p

ro
ce

ss
ed

 b
y t

he
 A

ge
nc

y.

Th
e A

ge
nc

y s
ho

uld
 im

ple
me

nt 
pr

oc
ed

ur
es

 to
 en

su
re

 th
at 

ne
w 

IC
F-

DD
 ra

tes
 ar

e c
alc

ula
ted

 w
he

n a
ud

it 
re

po
rts

 o
n I

CF
-D

D 
co

st 
re

po
rts

 ar
e 

re
lea

se
d.

 F
ur

the
rm

or
e, 

the
 A

ge
nc

y 
sh

ou
ld 

en
ha

nc
e p

oli
cie

s a
nd

 
pr

oc
ed

ur
es

 to
 en

su
re

 th
at 

co
st 

re
po

rt 
au

dit
s p

ro
cu

re
d 

by
 th

e A
ge

nc
y a

re
 

tim
ely

 p
ro

ce
ss

ed
 an

d 
tha

t a
ny

 ra
te 

ch
an

ge
s r

es
ult

ing
 fr

om
 co

st 
re

po
rt 

au
dit

s a
re

 tim
ely

 ca
lcu

lat
ed

, e
nte

re
d 

int
o 

FM
M

IS
, a

nd
 re

tro
ac

tiv
ely

 
ap

pli
ed

.

Cu
rre

ntl
y, 

the
re

 ar
e p

ro
ce

du
re

s i
n p

lac
e t

o 
en

su
re

 
tha

t n
ew

 IC
F/

DD
 ra

tes
 ar

e c
alc

ula
ted

 w
he

n a
ud

it 
re

po
rts

 o
n I

CF
/D

D 
co

st 
re

po
rts

 ar
e r

ele
as

ed
; 

ho
we

ve
r, 

the
 d

ela
y i

n p
ro

ce
ss

ing
 th

e c
ur

re
nt 

au
dit

 
is 

ba
se

d 
so

lel
y o

n s
taf

f t
ur

no
ve

r w
ith

in 
the

 un
it. 

 
W

e a
re

 cu
rre

ntl
y a

t f
ull

 st
aff

 an
d 

the
 p

en
din

g a
ud

its
 

ha
ve

 b
ee

n a
ss

ign
ed

 to
 an

 an
aly

st.
  I

n a
dd

itio
n, 

pr
oc

ed
ur

es
 ha

ve
 b

ee
n p

ut 
in 

pla
ce

 re
ga

rd
ing

 
fac

ilit
ies

 un
de

rg
oin

g a
 ch

an
ge

 o
f o

wn
er

sh
ip.

  F
or

 
an

 IC
F-

DD
 un

de
rg

oin
g a

 ch
an

ge
 o

f o
wn

er
sh

ip,
 th

e 
Li

ce
ns

ur
e p

ro
ce

ss
 co

ns
ist

s o
f v

er
ify

ing
 o

uts
tan

din
g 

au
dit

s a
nd

/o
r p

en
din

g r
ate

 ad
jus

tm
en

ts 
ba

se
d 

on
 

co
st 

re
po

rts
.  

A 
fac

ilit
y l

ice
ns

e w
ill 

no
t b

e i
ss

ue
d 

un
til 

the
se

 o
uts

tan
din

g i
ss

ue
s h

av
e b

ee
n r

es
olv

ed
 

wi
th 

the
 o

ld 
ow

ne
r a

nd
 ne

w 
ow

ne
r, 

wi
th 

re
ga

rd
 to

 
re

pa
ym

en
t o

f a
ny

 o
uts

tan
din

g M
ed

ica
id 

lie
ns

.

N
A

Ry
de

ll S
am

ue
l




