
DIVISION OF LOCAL GOVERNMENT 
& SCHOOL ACCOUNTABILITY

O F F I C E  O F  T H E  N E W  Y O R K  S T A T E  C O M P T R O L L E R

Report of  Examination
Period Covered:

July 1, 2008 — April 7, 2010

2010M-93

 Auburn Enlarged
City School District

Internal Controls Over
Medicaid Reimbursement

Thomas P. DiNapoli



11DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY    

   
 Page

AUTHORITY  LETTER 2

INTRODUCTION 3 
 Background 3 
 Objective 4 
 Scope and Methodology 4 
 Comments of District Offi cials and Corrective Action 4 
 

MEDICAID REIMBURSEMENT 5 
 Eligible Students Identifi ed by the District 6
 Eligible Students Not Identifi ed by the District 9
 Potential Medicaid-Eligible Students 11
 Internal Control Defi ciencies 11
 Recommendations 16 
 

APPENDIX  A Response From District Offi cials 18
APPENDIX  B OSC Comments on the District’s Response 40
APPENDIX  C Audit Methodology and Standards 44
APPENDIX  D How to Obtain Additional Copies of the Report 46
APPENDIX  E Local Regional Offi ce Listing 47

Table of Contents



2                OFFICE OF THE NEW YORK STATE COMPTROLLER2

State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability

April 2011

Dear School District Offi cials:

A top priority of the Offi ce of the State Comptroller is to help school district offi cials manage their 
districts effi ciently and effectively and, by so doing, provide accountability for tax dollars spent to 
support district operations. The Comptroller oversees the fi scal affairs of districts statewide, as well 
as districts’ compliance with relevant statutes and observance of good business practices. This fi scal 
oversight is accomplished, in part, through our audits, which identify opportunities for improving 
district operations and Board of Education governance. Audits also can identify strategies to reduce 
district costs and to strengthen controls intended to safeguard district assets.

Following is a report of our audit of the Auburn Enlarged City School District, entitled Internal 
Controls Over Medicaid Reimbursement. This audit was conducted pursuant to Article V, Section 1 
of the State Constitution and the State Comptroller’s authority as set forth in Article 3 of the General 
Municipal Law.

This audit’s results and recommendations are resources for district offi cials to use in effectively 
managing operations and in meeting the expectations of their constituents. If you have questions about 
this report, please feel free to contact the local regional offi ce for your county, as listed at the end of 
this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability
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Background

Introduction

The Auburn Enlarged City School District (District) is located in the 
City of Auburn and the Towns of Fleming, Sennett and Owasco, in 
Cayuga County. The District is governed by the Board of Education 
(Board) which comprises nine elected members. The Board is 
responsible for the general management and control of the District’s 
fi nancial and educational affairs. The Superintendent of Schools 
(Superintendent) is the chief executive offi cer of the District and is 
responsible, along with other administrative staff, for the day-to-day 
management of the District under the direction of the Board.

There are eight schools in operation within the District, with 
approximately 4,900 students and 705 employees. The District’s 
annual budget for the 2009-10 fi scal year was approximately $59.1 
million which was funded primarily with State aid, real property 
taxes, and grants.
 
The District, like other school districts statewide, is able to obtain 
partial Federal reimbursement for many special education services 
provided to Medicaid-eligible students by submitting periodic 
claims documenting the services provided to the New York State 
Department of Health.  Claims must be supported by documentation 
of the services provided to students, and submitted within two years 
of the date services were provided.  School districts receive Federal 
reimbursements of approximately 50 percent of the approved claim 
amounts.

The Director of Special Education (Director) is responsible for 
ensuring all eligible claims are submitted for reimbursement. In 
November 2009, the Board designated the Assistant Superintendent 
of Student Services (Assistant Superintendent) as the new Medicaid 
Compliance Offi cer, who is responsible for overseeing the processing 
of Medicaid services. 

The District has contracted with a vendor (Vendor) to provide a 
Web-based program that providers and District staff use to document 
special education services that they provide to students. The Vendor 
is responsible for submitting the Medicaid claims for reimbursement 
to the New York State Offi ce of the Medicaid Inspector General 
(OMIG), which reviews and approves the claims. The Vendor also 
is responsible for reporting to the District on the results of the claims 
submission process and reconciling the claims that it submits to 
OMIG to payments the District has received.
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Comments of District 
Offi cials and Corrective 
Action

The objective of our audit was to review the District’s internal controls 
over Medicaid reimbursements. Our audit addressed the following 
related question:

• Is the District claiming the Medicaid reimbursement to which 
it is entitled for services provided to eligible special education 
students? 

We reviewed the District’s Medicaid reimbursement process for the 
period July 1, 2008 to April 7, 2010.  We conducted our audit in 
accordance with generally accepted government auditing standards 
(GAGAS). More information on such standards and the methodology 
used in performing this audit is included in Appendix C of this report.

The results of our audit and recommendations have been discussed 
with District offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. District offi cials 
generally disagreed with our fi ndings and recommendations. 
Appendix B includes our comments on issues raised in the District’s 
response.

The Board has the responsibility to initiate corrective action. Pursuant 
to Section 35 of the General Municipal Law, Section 2116-a (3)(c) 
of the Education Law and Section 170.12 of the Regulations of the 
Commissioner of Education, a written corrective action plan (CAP) 
that addresses the fi ndings and recommendations in this report 
must be prepared and provided to our offi ce within 90 days, with 
a copy forwarded to the Commissioner of Education. To the extent 
practicable, implementation of the CAP must begin by the end of 
the next fi scal year. For more information on preparing and fi ling 
your CAP, please refer to our brochure, Responding to an OSC Audit 
Report, which you received with the draft audit report. The Board 
should make the CAP available for public review in the District 
Clerk’s offi ce.

Scope and
Methodology

Objective
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Medicaid Reimbursement

The Medicare Catastrophic  Coverage Act of 1988 made it possible 
for school districts to obtain partial Medicaid reimbursement for many 
special education services that they provide to Medicaid-eligible 
students. The State Education Department (SED) and the Department 
of Health (DOH) jointly established the School Supportive Health 
Services Program (SSHSP) to help school districts obtain Medicaid 
reimbursement for diagnostic and health support services1 provided 
to eligible students with an Individual Education Plan (IEP) and for 
case management review, which includes coordinating medical and 
non-medical procedures for students. 

To administer the SSHSP, DOH has developed a monthly fee schedule 
for reimbursable services. Using the fee schedule, districts can submit 
claims to Medicaid for the gross amounts eligible for reimbursement.  
Districts must ensure claims are supported by documentation of the 
services provided to students, and submit the claims within two years 
of the date services were provided. Prior to April 1, 2009, the districts 
received Federal reimbursements of approximately 50 percent of the 
approved claim amounts.  However, because the State was entitled to 
one-half the Medicaid reimbursements (25 percent of the approved 
claim) sent to the districts, the State withheld its share from the 
districts’ future State aid.  As a result of the American Recovery and 
Reinvestment Act (ARRA) and a lawsuit settlement between the State 
of New York and the Federal government, the reimbursement rate 
has been temporarily increased to over 60 percent until December 
2010. Further, the State is no longer entitled to any of the districts’ 
reimbursements for claims with a date of service after July 1, 2009.  
To ensure that all eligible services are claimed and reimbursed, it 
is essential that the District identify Medicaid-eligible students with 
IEPs and the reimbursable services they receive, submit claims for 
reimbursement of appropriate expenses in a timely manner, reconcile 
their submitted claims to reimbursement received, and review 
disallowed amounts to identify claims that can be resubmitted. 

We found that the District did not process all of the claims for 
26 Medicaid-eligible students with IEPs, identify the Medicaid-
eligibility status of 12 Medicaid-eligible students with IEPs or submit 
claims for services they received, or identify the potential Medicaid 

____________________
1 Reimbursable services include physical and occupational therapy, speech 
pathology, psychological counseling, skilled nursing services, basic and 
comprehensive psychological evaluations, medical evaluations, medical specialist 
evaluations, audiological evaluations and transportation.
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eligibility status of another six students with IEPs who received free 
school lunches. The District did not get reimbursed for these services 
because District offi cials had not established policies and procedures 
for controlling the Medicaid reimbursement process. As a result, the 
District did not claim $43,232 for IEP-related services provided to 
these students. By extending the error rate we identifi ed in our three 
samples to their respective student populations, we estimate that the 
District did not claim $481,501 (25 percent) in potential Medicaid 
reimbursements for IEP services, Targeted Case Management (TCM) 
reviews and ongoing service coordination during the 2008-09 year, as 
shown in the following table.

Table 1:  Medicaid-Eligible Students

Medicaid Reimbursement Revenue

Eligible Students 
Identifi ed by the 

District

Eligible Students 
Not Identifi ed by 

the District

Potential 
Medicaid-

Eligible Students
Sample Totals for IEP Service, TCM and Ongoing Service 
Coordination

 $22,718  $16,596 $3,918 

Extension of Sample Error Rate to Respective Population  $214,374  $201,339 $22,556 
                                         Total Potential Reimbursement  $237,092  $217,935 $26,474 

        Grand Total (Eligible & Potential Eligible Students)                   $481,501 

Because of the two-year window, the District can still submit eligible 
2008-09 school year claims2 for reimbursement.  Given that the 
current reimbursement rate has been temporarily increased to more 
than 60 percent for services provided through December 2010, it is 
especially important that the District ensure that it submits all claims 
for the reimbursable services it has provided to Medicaid-eligible 
students to maximize Medicaid reimbursement revenue.    

It is important that District offi cials establish written policies and 
procedures to defi ne the responsibilities for collecting data and 
documentation and submitting claims for Medicaid reimbursement. 
District offi cials also must monitor the reimbursement process to 
ensure that the District receives all Medicaid reimbursements to 
which it is entitled.  We found that the District lacked written policies 
and procedures to defi ne the responsibilities for submitting and 
processing claims, collecting data and documentation, and monitoring 
the reimbursement process during the 2008-09 fi scal year. As a result, 
the District and State potentially lost a total of $237,092 in Medicaid 
reimbursements for IEP-related services ($137,965), TCM reviews 
($40,452) and ongoing service coordination ($58,675). These services 

Eligible Students 
Identifi ed by the 
District

____________________
2 The District may currently submit claims for eligible IEP services and TCM case 
reviews for identifi ed and non-identifi ed students for reimbursement.
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were provided to students who were identifi ed by the District and the 
Vendor as Medicaid-eligible students with IEPs. 

IEP-Related Services — IEP-related services that are eligible for 
Medicaid reimbursement under the SSHSP include physical and 
occupational therapy, speech therapy, psychological counseling, 
and skilled nursing services.  We reviewed the case records for 26 
of 261 Medicaid-eligible students with IEPs, a randomly selected 
sample comprising every 10th student from among the 261 students 
identifi ed as Medicaid-eligible students with IEPs. We found that 
seven of the 26 students did not have any reimbursable IEP-related 
services provided to them.  
 
The remaining 19 students received 259 IEP-related services at 
a cost of $104,268. The District failed to submit claims for 138 of 
these services totaling $52,374. We found that 95 of the 138 claims 
totaling $40,928 were eligible for reimbursement in the amount of 
$10,232. The remaining 43 claims totaling $11,446 were ineligible 
for reimbursement because the District-provided services did not 
meet Federal requirements.3 Therefore, the District could not submit 
them for reimbursement and the District and State each lost $2,862 
more in Medicaid reimbursement for services it provided to these 
students during the 2008-09 year.  

If IEP-related services were provided at the same rate to the 
remaining 235 Medicaid-eligible students with IEPs, we estimate that 
the State and District each potentially lost an additional $124,871 in 
Medicaid reimbursement revenues for IEP-related services because 
the District did not ensure that student fi les were complete and up-to-
date, that District staff and providers properly documented services 
provided, or that reimbursement claims were submitted in a timely 
manner.  District offi cials stated that the majority of the lost revenue 
is attributed to their inability to obtain parental consent forms as 
required by SED.

TCM Case Reviews4 — TCM coordinates medical and non-medical 
procedures for students. It includes both initial and periodic case 
reviews and ongoing service coordination. The TCM review process 
begins when a student is referred to their district’s Committee on 
Special Education (CSE). If the CSE classifi es a student as needing 
special education, the CSE team develops an IEP to address the 
student’s needs and assigns a service coordinator to the student. 

_____________________
3 These claims were ineligible for submission because the provider was not certifi ed 
in conformance with Medicaid rules and regulations or because the student’s IEP 
did not cover the period when the service was provided.
4 Case reviews include annual, amended/requested reviews, triennial re-evaluations, 
and initials.
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Districts may seek reimbursement for the total number of students 
referred to the CSE, regardless of whether the CSE decides to classify 
the students as needing special education. The CSE holds meetings at 
least annually to discuss each referred students’ needs. 

We reviewed the case records for the same sample of 26 Medicaid-
eligible students with IEPs and found that the District did not claim 
Medicaid reimbursement for 41 of the 44 TCM reviews for these 
students, and did not provide an annual review for one student as 
required by law. As a result, the State and District did not receive 
$3,824 in Medicaid reimbursement for the 425 reviews totaling 
$15,297. Because the District did not seek reimbursement for all 
completed reviews, we estimate that the District lost an additional 
$36,628 in Medicaid reimbursement for reviews conducted for the 
remaining 235 Medicaid-eligible students with IEPs.  

The Director stated that the District did not submit claims for 
reimbursement of TCM reviews for the 2008-09 school year 
because she believed that TCM reviews were ineligible for Medicaid 
reimbursement if review participants (e.g., teachers, case workers, 
or service providers) were paid in full or in part through a Federally-
funded IDEA grant.6  We spoke with offi cials from DOH and OMIG 
who told us that the Director’s explanation for not submitting 
reviews for Medicaid reimbursement was incorrect. In February 
2010, while we were still on site, the Director reviewed all the TCM 
review meeting attendance sheets and submitted 195 reviews for 
reimbursement totaling $69,680, from which the State and District 
could receive Medicaid reimbursements totaling at least $17,420.  We 
commend the Director for implementing this audit recommendation 
to obtain additional revenue due the District. 

TCM Ongoing Service Coordination — The service coordinator helps 
a student gain access to the services specifi ed in the IEP; ensures that 
direct service providers deliver the appropriate services; provides 
a student, a student’s parent, or other responsible individual with 
information and direction to help them access and use the service(s); 
and/or informs related service providers about educational, social or 
medical conditions that affect a student’s ability to meet the IEP goals 
and objectives. A district must obtain parental consent release forms7  
and seek DOH’s prior approval to claim Medicaid reimbursement for 
ongoing service coordination costs. 
____________________
5 The 42 reviews consisted of the 41 reviews that the District did not submit and the 
one annual review that the District did not provide.
6 The Individuals with Disabilities Education Act (IDEA) authorizes grants to states, 
institutions of higher education, and non-profi t organizations to support research, 
demonstrations, technical assistance and dissemination, technology, personnel 
development, and parent-training and information centers.
7 HIPAA/Family Education Rights and Privacy Act (Buckley Amendment)
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We reviewed the case records for the 26 Medicaid-eligible students 
with IEPs and found that the District and State could have received 
reimbursements totaling $5,800 for ongoing service coordination for 
services provided to these students. If the District had submitted for 
reimbursement for all ongoing service coordination conducted for 
the remaining 235 Medicaid-eligible students with IEPs, we estimate 
that the District and State could have received an additional $52,875 
in Medicaid reimbursement revenues.

The District did not seek DOH approval for claiming Medicaid 
reimbursement revenues for TCM ongoing service coordination 
for these 26 students because the Assistant Superintendent stated it 
was not cost benefi cial and contended that District staff members 
who acted as District-assigned case managers were not qualifi ed 
to be service coordinators, even though they functioned as service 
coordinators.

The fi rst step in the Medicaid reimbursement process starts when 
the District identifi es its Medicaid-eligible IEP students.  District 
offi cials are responsible for ensuring all Medicaid-eligible students 
with an IEP are identifi ed, and that these students’ eligible service 
claims are submitted to Medicaid for reimbursement.  To identify 
which special education services are reimbursable, District offi cials 
must regularly compare the Medicaid-eligible lists provided by 
Onondaga Cortland Madison Board of Cooperative Educational 
Services (OCM BOCES)8   with the classifi ed student list, generated 
by the District's annual CSE meeting, which contains the names of 
all students referred to the District's CSE. By matching the two lists, 
District offi cials can identify all the Medicaid-eligible students whose 
IEP services are reimbursable. 

We found that the District did not submit claims totaling $217,935 
during the 2008-09 fi scal year for IEP services provided to Medicaid-
eligible students because either the District or the Vendor did not 
identify all the Medicaid-eligible students who received reimbursable 
IEP services.  District offi cials told us it was their expectation that 
the Vendor hired to submit Medicaid reimbursement claims was 
performing this comparison as part of its contracted services with 
the District. However, in its contract with the District, the Vendor 
had committed to do such a comparison “where possible” rather than 
regularly and consistently. District offi cials provided us with two 
successive versions of the Vendor's list of Medicaid-eligible students, 

Eligible Students Not 
Identifi ed by the District

____________________
8 On a monthly basis, the Central New York Regional Information Center (CNYRIC) 
uses information from DOH’s Medicaid assistance fi les to identify Medicaid-
eligible students who attend public school districts located outside of New York 
City. District offi cials can obtain the Medicaid-eligible list prepared by CNYRIC 
for their District from the OCM BOCES.
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each of which was inaccurate. District offi cials were unaware of these 
discrepancies because they did not review the Vendor’s reports or 
compare the Vendor’s reports or their classifi ed list to OCM BOCES’ 
list of Medicaid-eligible students.  

The Vendor identifi ed 278 IEP students who were Medicaid-eligible. 
However, we found 17 of the 278 students were not identifi ed on 
the District’s classifi ed list as IEP students, and the dates of birth for 
three of the students were incorrect.9 Because of these inaccuracies, 
we matched students from the District’s classifi ed list to the OCM 
BOCES-prepared list of Medicaid eligible students dated October 
2009.  We then compared our list of Medicaid-eligible IEP students 
with the Vendor’s list of Medicaid-eligible IEP students and identifi ed 
an additional 122 Medicaid-eligible IEP students who were not 
included on the Vendor’s list. The services for these 122 students 
were not submitted for Medicaid reimbursement. 

We reviewed the case records for 12 of these 122 students, a randomly 
selected sample comprising every 10th student from among the 122 
students not properly identifi ed as Medicaid-eligible students with 
IEPs. We determined that the District failed to submit claims for 
services to these 12 students which would have resulted in $16,596 in 
Medicaid reimbursement revenue. 

The District provided us with an updated Medicaid-eligible IEP 
student list from the Vendor in March 2010, but  the list still failed to 
identify 19 of the 122 students missing from the Vendor’s original list 
and included an additional 46 students not identifi ed on the original 
list. District offi cials stated that 12 of the 19 missing students were 
preschoolers whose services were not reimbursable to the District. 
In May 2010, we requested IEPs for 7510 students to determine if 
they were Medicaid-eligible IEP students with reimbursable services.  
We verifi ed that 12 of the students were preschoolers, and that 50 
of the remaining 63 students were Medicaid-eligible IEP students 
with reimbursable services.  If IEP-related services were provided 
to the remaining 14811 additionally identifi ed Medicaid-eligible IEP 
students at the same rate as they were provided to the 12 students in 

____________________
9 The submission of claims for students with incorrect dates of birth automatically 
results in the claims being denied.
10 The 75 students included the 12 students the District stated were preschool 
students, the 17 students from the original Vendor list who were not on the District’s 
classifi ed list, and the 46 students additionally identifi ed on the second Vendor list.
11 The 148 additionally identifi ed students include 98 students from the original 
Vendor list (122 students not identifi ed less the 12 students in our sample and 12 
preschool students), 15 of the 17 Medicaid-eligible students not included on the 
District’s classifi ed list who had received IEP services, and 35 of the 46 students 
from the second Vendor list who had received IEP services.
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our sample, we estimate that the District potentially lost an additional 
$201,339 in Medicaid reimbursement revenues for IEP-related 
services. 

Because the District and Vendor failed to identify all Medicaid-
eligible IEP students, the District and State lost $217,935 in estimated 
Medicaid reimbursement revenues during the 2008-09 school year. 

The District should pursue efforts to maximize Medicaid 
reimbursement revenue for the services it provides to students. We 
found that the District provided approximately 1,371 students with 
free lunches and that 42 of these students had an IEP, but were not 
listed as Medicaid-eligible on the OCM BOCES list. We reviewed the 
student fi les for six (15 percent) of the 42 students, including their free 
lunch applications. Because these students appear to meet the income 
requirement for Medicaid eligibility, their IEP-related services may 
have been eligible for reimbursement if the students had been enrolled 
in the Medicaid program. The six students had potential claims for 
IEP-related services, TCM reviews and ongoing service coordination 
for which the District could potentially have received $3,918 in 
reimbursement revenues. Furthermore, if the other 36 students had 
been enrolled in Medicaid, and if the District had submitted their 
Medicaid claims for reimbursement, we estimate the District could 
have potentially received an additional $22,556 in reimbursement. 
Therefore, the District and State potentially lost approximately 
$26,474 in estimated Medicaid reimbursement revenues during the 
2008-09 school year.

Providing families who appear to be eligible with Medicaid 
enrollment information may benefi t both the families and the District.  
On March 19, 2010 the Assistant Superintendent of Student Services 
corroborated our conclusion by stating fi ve of the six students in 
our sample who received free lunches were either Medicaid-eligible 
during our scope period or had an expired Medicaid benefi t number. 

During the 2008-09 school year, the Director was responsible for 
overseeing the operation of the special education program, including 
the Medicaid reimbursement process. In late 2009, the Board adopted 
a Medicaid Compliance Program and appointed the Assistant 
Superintendent as the District’s Medicaid Compliance Offi cer. 
However, we found the Director and the Assistant Superintendent 
failed to provide suffi cient oversight of District staff, IEP service 
providers, and the Vendor, as detailed below. As a result, the District 
did not receive all the Medicaid reimbursement to which it was 
entitled. 

Documentation — Good policies and procedures over the process 
for claiming reimbursements are essential for districts to obtain the 

Potential 
Medicaid-Eligible 
Students 

Internal Control
Defi ciencies
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Medicaid revenues due to them. The documentation requirements 
for submitting claims for Medicaid reimbursement are detailed and 
specifi c.  District offi cials must ensure student fi les are organized and 
contain all relevant, required and up-to-date information to support 
claims submitted for Medicaid reimbursement. Adequate student 
fi le documentation includes but is not limited to evaluations, a copy 
of the student’s IEP, medical referrals, progress notes, contact logs, 
various parental consent forms, meeting minutes, meeting invitation 
letters, and service logs. District offi cials must ensure that District 
personnel and contracted service providers are aware of the types 
of documentation that service providers must maintain and provide 
evidence that they delivered services to students. 

During our review of 44 students’ fi les, we found the fi les were 
not centralized or up-to-date, and were often incomplete and 
disorganized. Pertinent student information was maintained in 
various school buildings and in the District offi ce, but sometimes 
only in the school buildings.  For example, although school building 
special education staff maintained various contact logs and progress 
notes for their students, they said they were rarely asked to provide 
this information to the District offi ce. Therefore, the District lacked 
a single, complete, up-to-date fi le for each IEP student that contained 
all the required documentation. Further, we found that supporting 
documentation in the District offi ce was stored in boxes, instead of 
fi led in the appropriate students’ fi les.  We identifi ed the following 
exceptions in the 44 students’ fi les:

• Parental consent for special education services was missing 
from six student fi les.

• There were no service provider logs in the students’ fi les in 
the District offi ce.  

• Required parental consent for a change in CSE meeting 
attendees was missing for 21 of the 33 meetings that required 
them.  

• For 31 of 44 review meetings not attended by parents, there 
was no documentation to show that parents had been contacted 
and agreed to hold the meetings without them. 

• Parental consent for reevaluation testing was missing for 11 
of 17 reevaluated students. 

• Parental consent for changing a student’s IEP without a 
meeting was missing for three of the 21 students whose IEPs 
were changed.
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• Review meeting minutes were often incomplete because IEP 
changes made during the meeting were not refl ected in the 
minutes.

• One student’s fi le had another student’s information in it.

Because the District does not maintain adequate supporting 
documentation, the District was unable to submit claims for Medicaid 
reimbursement for all eligible services.  In addition, the District 
risks losing Medicaid reimbursements previously received and being 
charged fi nes and penalties for submitting claims without adequate 
documentation.

Oversight of District Staff and Contracted Service Providers —
The Director and the Assistant Superintendent are responsible for 
monitoring the Medicaid reimbursement process to ensure that 
District staff and contractors properly document service delivery so 
the District can be reimbursed for the IEP services it provides. We 
found that, while the Director provided District staff with necessary 
information pertaining to IEP service provisions, she failed to provide 
training or guidance about the type or amount of documentation 
needed to be maintained or submitted by District service providers 
for the Medicaid reimbursement process. Therefore, the service 
providers in the various school buildings maintain and submit service 
documentation in a different manner.  Because the Director failed to 
provide suffi cient oversight of District staff, the staff stated that they 
were not sure what documentation to submit or when to submit it.  
Without clear guidance and oversight, District staff may not maintain 
or submit the appropriate supporting documentation, which can result 
in lost Medicaid reimbursement revenues.

The District also contracted with two separate service providers 
for various IEP-related services: Cayuga-Onondaga BOCES and a 
second service provider. It is essential that the District have written 
agreements with its contracted IEP service providers, both to give all 
parties a clear understanding of the nature and extent of the services 
to be provided and to enable the District to monitor performance 
according to agreement terms. However, the District did not have 
a contract with the BOCES for these services, because the BOCES 
is exempt from such agreements. The District also lacked a detailed 
contract with the second service provider that specifi ed the services 
it would provide and the documentation it would maintain. Although 
District offi cials told us that they have not had problems obtaining 
documentation of contracted provider services for claims submission 
purposes, documentation from the second provider was not available 
for our review. The Director and Assistant Superintendent said that 
the contracted service providers know the District’s needs and do 
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what needs to be done without much input or oversight from them.   
However, absent a written contract with professional service providers 
and any monitoring by the District offi cials assigned responsibility 
for overseeing IEP services, the District has little assurance that it is 
receiving all the services the District is paying for.

Oversight of the Vendor — The District also contracts with the 
Vendor for access to its computerized Web-based program and for 
the submission of claims for Medicaid reimbursement. 
 
The Vendor is responsible for identifying all Medicaid-eligible IEP 
students for the District using the District’s classifi ed list and the 
OCM BOCES Medicaid eligibility list.  The Vendor also prepares 
various reports which District offi cials must review to ensure the 
Vendor’s data is accurate, complete and up-to-date and that all 
reimbursable claims are submitted for reimbursement. We found 
that District offi cials did not properly monitor the Vendor or review 
the Vendor’s reports for accuracy.  As a result, the District failed to 
receive all Medicaid reimbursement revenue due them.   Examples 
of the District’s ineffective monitoring of the Vendor include the 
following:

• The Vendor's list of Medicaid-eligible students with IEPs 
dated October 2009 failed to identify 145 students, showed 
incorrect birth dates for three students and included two 
students that did not have an IEP and 15 students that the 
District did not list as IEP students on their classifi ed list.  
Had District offi cials maintained up-to-date and accurate 
data about its students, compared the District's classifi ed list 
to OCM BOCES data on a regular basis, and reviewed the 
Vendor's reports, they would have identifi ed and corrected 
these inaccuracies so that claims could have been submitted 
for the services these students received. 

• The Vendor-generated reports that listed the students who did, 
and did not, have a signed consent for the release of student 
information were inaccurate. Because the District must have 
written consent from a student’s parent or guardian to bill 
Medicaid for IEP services, it is imperative that the District 
identify which students they have a consent form for and 
which students they need to obtain one for. We reviewed the 
two Vendor reports and found that four of the 26 students 
we sampled were listed as missing a consent form, yet a 
consent form was on fi le for them.  Another two students 
were not listed on either report and four more students were 
listed on both reports.   Because District offi cials used these 
inaccurate reports for identifying students and their services 
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for reimbursement, not all eligible claims were submitted for 
Medicaid reimbursement.

• The Vendor’s contract states that the Vendor will reconcile 
claims it has submitted, but it does not clarify how the 
reconciliation will be done. We found that the Vendor-
prepared remittance and billing reports did not reconcile to the 
OMIG reports of approved claims. Because the Director did 
not review the Vendor’s reconciliations, these discrepancies 
were not investigated and resolved.  Further, we found that the 
Vendor submitted claims sporadically, rather than submitting 
them consistently on a monthly basis.  For example, the Vendor 
submitted 14 physical therapy (PT) and 44 occupational 
therapy (OT) claims in December 2008, another 19 PT and 42 
OT claims in May 2009, and 27 PT and 134 OT claims in June 
2009 with no submissions in between.  PT and OT services 
are consistently provided to IEP students on a monthly basis. 
Therefore, claims for these services should also be submitted 
on a monthly basis. Because the Director did not review the 
Vendor’s remittance and billing reports, the District was 
unaware of the sporadic submission of claims by the Vendor.  
The Director’s failure to monitor the Vendor has allowed 
errors and irregularities to go undetected and uncorrected, 
which resulted in lost Medicaid revenues.   

Because the Board did not establish internal control policies and 
procedures or ensure oversight was provided over the process of 
submitting claims for Medicaid reimbursement, the District has not 
maximized its revenue from Medicaid reimbursement.

The New York State Medicaid Plan (State Plan) requires the State to 
administer Medicaid in accordance with Federal law and policy. As 
a result of the American Recovery and Reinvestment Act enacted in 
2009, the Medicaid reimbursement rate for claims paid between April 
1, 2009, and December 31, 2010 has been temporarily increased to 
over 60 percent. Furthermore, in accordance with statutory changes to 
Education Law, the State is no longer entitled to any of the districts’ 
reimbursements for claims with a date of service after June 30, 2009. 
The State is currently developing guidelines for the submission of 
claims in accordance with the recently approved SSHSP State Plan 
Amendment (SPA) #09-61 to meet all the requirements of the SPA 
#09-61.12  Lastly, according to the terms of a Compliance Agreement 
____________________
12 SPA #09-61 defi nes the services, providers and their qualifi cations, and 
reimbursement methodology for the SSHSP and was approved by Centers for 
Medicare and Medicaid Services on April 26, 2010, with an effective date of 
September 1, 2009. Services provided between July 1, 2009, and August 31, 2009, 
do not have Federal approval and may not be submitted for reimbursement.
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between the State and Federal governments, there is a requirement 
that all service providers and all school district staff involved with 
the reimbursement process must obtain annual training regarding 
the Compliance Agreement before the district is allowed to submit 
claims for reimbursement.

Because the guidelines for submitting claims are still being developed, 
the District has not submitted claims for reimbursable services 
delivered since the beginning of the 2009-10 fi scal year. When these 
guidelines become available, District offi cials should develop policies 
and procedures that promote careful compliance with the guidelines 
to help ensure the District receives all the reimbursement revenue to 
which it is entitled.

1. The Board should establish written policies and procedures 
that comply with the new Medicaid requirements to ensure 
that the District claims all Medicaid reimbursements to which 
it is entitled. These policies and procedures should include the 
establishment of personnel responsibilities and guidance on 
determining student eligibility and the claims process, including 
documentation requirements and timely submission of claims. 
District offi cials should also ensure that individuals who process 
Medicaid reimbursement claims understand these requirements 
and guidelines, and that District employees, as well as all District 
service providers, receive the annual training required by the 
Compliance Agreement.

 
2. District offi cials should ensure that the District’s list of classifi ed 

students is periodically compared to the OCM BOCES list of 
Medicaid-eligible students. 

3. District offi cials should identify families that may be eligible for 
Medicaid benefi ts and provide such families with information 
about Medicaid enrollment.

4. District offi cials should maintain accurate, complete and up-to-
date student fi les and IEP service delivery information in students’ 
fi les.

5. District offi cials should provide guidance to District staff regarding 
the types of student information and service documentation that 
must be maintained, and when and how it must be submitted. The 
Director and Assistant Superintendent should monitor compliance 
with this guidance. 

6. The District should have written agreements with professional 
service providers that detail the services to be provided and the 
service documentation to be maintained.

Recommendations
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7. District offi cials should furnish service providers with a 
customized list of Medicaid-eligible classifi ed students and hold 
information sessions with service providers to explain proper 
documentation requirements.

8. District offi cials should review the Vendor’s list of Medicaid-
eligible students with IEPs and other Vendor reports to verify that 
the Vendor’s information is correct and complete. 

9. District offi cials should reconcile the amounts claimed for 
Medicaid reimbursement with the amounts approved and received, 
and review any rejections or disallowances to determine whether 
the items may be resubmitted with additional documentation or 
explanation.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District offi cials’ response to this audit can be found on the following pages.
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 See
 Note 1
 Page 40



20                OFFICE OF THE NEW YORK STATE COMPTROLLER20

 See
 Note 2
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APPENDIX B

OSC COMMENTS ON THE DISTRICT’S RESPONSE

Note 1

Our report references the New State Plan Amendment (SPA) #09-61, which was part of the terms of 
the legal settlement between New York State and the Federal government. 

Note 2

Our report stated the District can still submit eligible 2008-09 school year claims for reimbursement 
because of the two-year window.  These eligible claims may be submitted under the old Plan guidelines 
and are not subject to SPA #09-61.  Our report also states that the Director submitted 195 TCM review 
claims totaling $69,680 from the 2008-09 year in February 2010 (during the two-year window), 
resulting in potential reimbursements of at least $17,420 of the $40,452, to both the District and State.  
During our exit conference, District offi cials stated that they did in fact receive reimbursement for 
many of these claims.  

Note 3

We recognize that the Director reviewed TCM meeting attendance sheets and submitted 195 reviews 
for reimbursement in February 2010.  We commend District offi cials for following our suggestion 
to submit claims for these services, which did result in reimbursement.  Examiners provided District 
offi cials with the names of the DOH and OMIG staff we contacted, and the email response from these 
offi cials, regarding the ability of districts to submit claims for services delivered by grant-funded 
providers.  Our email response from Fred Warnecke stated that his offi ce (OMIG) has always told 
districts that if a service provider was paid with Federal money, such as a grant, they could not also 
submit for Medicaid reimbursement.  However, Mr. Warnecke sought clarifi cation from Ronald Bass 
(NYS DOH – Offi ce of Health Insurance Programs, Bureau of Policy Development and Coverage, and 
Connie Donohue’s supervisor), whose response was that grant funding of a service provider did not 
prohibit districts from seeking Medicaid reimbursement.  

Note 4

The Kingston audit was conducted in 2005 and was based on the available criteria from OMIG at the 
time.  As Note 3 stated, OMIG provided inaccurate guidance pertaining to TCM reviews to both OSC 
and districts.  

Note 5

The District can still submit eligible 2008-09 claims for reimbursement because of the two-year 
window. In fact, District offi cials did submit eligible IEP service and TCM case reviews for identifi ed 
and non-identifi ed students for reimbursement.  Since the District did not seek DOH approval for 
claiming Medicaid reimbursement revenues for TCM ongoing service coordination, the District cannot 
submit claims for these services and lost $58,675 in Medicaid reimbursement.
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Note 6

During our audit, the Assistant Superintendent stated that claiming reimbursement for ongoing 
service coordination was not cost benefi cial, and that District staff who acted as District-assigned 
case managers were not qualifi ed to be service coordinators, even though they functioned as service 
coordinators. However, the Assistant Superintendent did not provide us with documentation to show 
that the District had performed such a cost benefi t analysis; therefore, we could not assess the District’s 
analysis.

Note 7

We do not recommend submitting these claims for reimbursement.  In fact, the report states that the 43 
claims totaling $11,446 were ineligible for reimbursement because the District-provided services did 
not meet Federal requirements. Therefore, $2,862 in Medicaid reimbursement was lost to the District 
and State. Footnote 3 stated these claims were ineligible for submission because the provider was 
not certifi ed in conformance with Medicaid rules and regulations or because the student's IEP did not 
cover the period when the service was provided. 

Note 8

Our report states only that the District should provide families of students with IEPs who receive free 
lunches, and could be eligible for Medicaid, with Medicaid enrollment information. While providing 
such information could benefi t both the District and families, we recognize that such efforts should 
never create a burden for families.

Note 9

We disagree with District offi cials that Medicaid-eligible lists changed signifi cantly on a daily basis. 
Each day there is the possibility that a student’s Medicaid eligibility may change; however, this does 
not occur on a large scale.  Therefore, large changes to the Medicaid-eligible lists reviewed by the 
vendor in any given month, such as the discrepancies we found, are uncommon.  District offi cials 
were unable to provide us with a complete and accurate list of Medicaid-eligible IEP students.  The 
vendor-prepared list of Medicaid-eligible students with an IEP, dated October 30, 2009, did not 
identify all students.  When we provided a list of the 122 unidentifi ed students to District offi cials, the 
Assistant Superintendent concurred that the vendor’s report was inaccurate and incomplete.  Although 
the Assistant Superintendent provided us with another vendor report, we still identifi ed additional 
Medicaid-eligible IEP students. District offi cials made several unsuccessful attempts to reconcile the 
reports’ inaccuracies.   

Note 10

Our report does recognize that obtaining parental consent is a problem for districts seeking Medicaid 
reimbursement.
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Note 11

We found that records relating to Medicaid claims for the 2008-09 school year were not centrally 
located, were disorganized, and were stored in boxes. We did not review records from April 3, 2005 
through April 2, 2006, the period covered by the OMIG review, so we cannot comment on the state of 
those records. However, the OMIG report did cite the District for having insuffi cient documentation to 
support some of its claims, which resulted in the District being required to pay back the reimbursement 
received for the unsupported claims. 

Note 12 

The following addresses the specifi c points in section 12 of the response letter where District offi cials 
disagree with the bulleted examples in our report.

• Parental consent for special education services: Five of the six students were not transfer 
students and did not have consent forms on fi le. For the one student who was a transfer student, 
the District is still required to obtain parental consent after the initial 30-day transfer period. In 
this instance the period had expired. The forms referenced are not valid substitutes for a signed 
parental consent form after that time.

• Service provider logs in the students’ fi les: The District did not maintain service logs either in 
individual students’ fi les or in a separate District fi le. Repeated requests to the Director, as well 
as our own review, did not produce these logs. The District’s response does not cite a basis for 
such logs violating confi dentiality, and the Medicaid handbook issued by SED does not contain 
a confi dentiality clause. It is the responsibility of District offi cials to ensure that all sensitive or 
confi dential information is adequately secured.

• Parental consent for a change in CSE meeting attendees: District offi cials are held responsible 
by SED for maintaining documentation of parental consent for all substitute attendees at CSE 
meetings.

• Documentation that parents had been contacted and agreed that review meetings could be held 
without them: The CSE may hold review meetings without the parents, but District offi cials 
must be able to prove that they attempted to contact them. We found no record of the District’s 
attempts to obtain parental participation in review meetings. 

• Parental consent for reevaluation testing: The District is correct in that regulations do not 
require such parental consent. However, the SED regulations do state that a good-faith effort 
to obtain such consent must be made and documented. District offi cials did not provide us with 
any documentation showing that they did so. 

• Review meeting minutes not refl ecting IEP changes made: All changes should be discussed at 
the review meeting and recorded in the minutes, even if they are discussed in other venues.
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Note 13

Our audit report identifi ed three students’ dates of birth as being incorrect and determined that their 
claims would be automatically denied.  District offi cials are able to review denied claims and resubmit 
them with additional information, such as the CIN number described in the District’s response.  
Because we did not include these three students’ services in the lost reimbursement revenue amounts, 
no adjustment is necessary.

Note 14

We reviewed and commented on the documentation maintained for the 44 students sampled.  We 
cannot comment on whether the District maintained documentation in order to claim for over 20,000 
services.  However, our report states in Footnote 12 that services provided between July 1, 2009 and 
August 31, 2009 do not have Federal approval and may not be submitted for reimbursement. 

Note 15

Because the District lacked detailed written agreements with its contracted IEP service providers to 
give all parties a clear understanding of the nature and extent of the services to be provided, we were 
unable to determine if the District received all the services it paid for.  In addition, on March 1, 2010, 
examiners requested documentation from the Director for the second service provider. The Director 
stated she received this documentation from the second service provider and forwarded a copy to the 
third-party vendor for entry into the Web-based program.  However, the Director did not supply us 
with this documentation during audit fi eldwork.

Note 16

During our audit, District service providers stated, and showed us, that service documentation was 
maintained and submitted in a different manner at each school building.  Furthermore, District staff 
told us they were not sure what documentation to submit or when to submit it. Such inconsistency 
and uncertainty refl ects a lack of suffi cient direction and oversight by the individual who manages the 
process. 

Note 17

Our report stated the District can still submit eligible 2008-09 school year claims for reimbursement 
because of the two-year window. These eligible claims may be submitted under the old Plan 
guidelines and are not subject to SPA #09-61. SPA #09-61, which defi nes the services, providers and 
their qualifi cations, and reimbursement methodology for the SSHSP, was approved by Centers for 
Medicare and Medicaid Services on April 26, 2010, with an effective date of September 1, 2009. We 
reiterated this fact at the exit conference on January 18, 2011. The District's assertion that it could 
not claim for any services during the 2008-09 school year as a result of Medicaid Alert 07-2 is not 
accurate. Medicaid Alert 07-2 was a follow-up notice to a February 6, 2007 NYSED letter, entitled 
Medicaid reimbursement billing requirements, which suspended the submission of claims for speech, 
counseling, evaluations and transportation until further notice. Medicaid Alerts 08-1 through 08-7 and 
09-1 provide new guidelines for the submission of 2008-09 claims, lifting the suspension for most 
claims. 
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to assess the adequacy of the internal controls put in place by offi cials to safeguard 
District assets. To accomplish this, we performed an initial assessment of the internal controls so 
that we could design our audit to focus on those areas most at risk. Our initial assessment included 
evaluations of Medicaid reimbursement and special education.

During the initial assessment, we performed a trend analysis on the District’s Medicaid reimbursements 
over a fi ve-year period (July 1, 2004 through June 30, 2009). To perform the trend analysis, we 
obtained a summary of Medicaid claims by service and school year (July 1, 2004 to September 21, 
2009) from the Offi ce of the Medicaid Inspector General. In addition, we obtained the total K-12 
population, the number of individuals with an IEP, and the number of Medicaid-eligible students.

After reviewing the information gathered during our initial assessment, we determined where 
weaknesses existed, and evaluated those weaknesses for the risk of potential fraud, theft and/or 
professional misconduct. We then decided on the reported objective and scope by selecting for audit 
the area most at risk. We selected Medicaid for further audit testing.

• We assessed the internal controls over the identifi cation, monitoring, and preparation of claims 
for Medicaid reimbursement.

• We interviewed District personnel and service providers involved in the Medicaid 
reimbursement process, and tested selected records and transactions. We reviewed the lists of 
Medicaid-eligible students, students with IEPs, and students receiving free or reduced lunches 
and compared these listings to identify students whose IEP related services were potentially 
eligible for reimbursement.

• We matched the BOCES prepared list of Medicaid eligible students against the District’s 
prepared list of students with IEPs and compared this list to the Vendor’s list of Medicaid-
eligible students with IEPs and identifi ed an additional 122 Medicaid-eligible students.  We 
also identifi ed 17 students that were not listed as IEP students by the District.

• We reviewed the case records and billing summaries for 12 (10 percent) of the additionally 
identifi ed 122 Medicaid-eligible students with IEPs to determine the amount of claims not 
submitted for reimbursement.  The 12 students in this sample were randomly selected from 
among the 122 non-identifi ed students. 

• We reviewed the second Vendor listing of Medicaid-eligible IEP students and found 19 of the 
122 previously identifi ed students were not listed and an additional 46 students were not on the 
original listing.

• We requested 75 IEPs from the District but were only provided 68 for review.  We reviewed 
the 68 IEPs to determine if the additionally identifi ed students from our previous testing were 
Medicaid-eligible IEP students. 
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• We estimated the same rate of services were provided to the 160 Medicaid-eligible students 
with IEPs we additionally identifi ed from our review of Vendor and District listing and IEPs 
and calculated the amount of potential billable services and reimbursement.

• We compared the list of students with IEPs to the list of students receiving free lunches and 
identifi ed 42 students that may be eligible for Medicaid. We reviewed the case records and 
billing summaries for six of these students and estimated the amount of billable services for 
the remaining 36 students.

• We reviewed the case records and billing summaries for 26 (10 percent) of the 261 District 
identifi ed Medicaid-eligible students with IEPs. The sample was a randomly selected sample 
comprising every 10th student.  We determined the total amount of billable IEP-related 
services and the number of claims not submitted for reimbursement. We estimated the same 
rate of services were provided to the remaining 235 Medicaid-eligible students with IEPs and 
calculated the amount of potential billable services and reimbursement.

• We calculated the number of months a student was eligible for the service during the 12 month 
audit period for the 44 students in our three samples to determine the amount of unclaimed 
reimbursement for TCM ongoing service coordination. We then multiplied the number of 
eligible months by the reimbursable rate of $100. We calculated the average number of months 
of TCM ongoing service coordination for the 44 students in our samples and projected this 
rate for the remaining 431 students in our three sample populations and multiplied it by the 
reimbursable rate.

• We determined the number of reviews conducted for the 44 students in our three samples 
and multiplied them by the corresponding rates to determine the amount of unclaimed 
reimbursement for the TCM initial and periodic reviews. We then projected the same rate of 
reviews for the remaining 431 students in our three sample populations and calculated the 
potential amount of unclaimed reimbursement.

We conducted our performance audit in accordance with generally accepted government auditing 
standards (GAGAS). Those standards require that we plan and perform the audit to obtain suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 
objectives. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objectives.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

To obtain copies of this report, write or visit our web page: 

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/
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