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MINUTES OF THE MEETING OF THE JOINT APPROPRIATIONS SUBCO~~lITTEE 
ON Hm-tAN SERVICES 
February 22, 1983 

The meeting was called to order at 7:00 a.m. by Chairman 
John Shontz. All subcommittee members were present. 

Also present were: John LaFaver, Ben Johns, Ron Brown, 
and Pat Godbout from the Department of SRSi Ron Weiss 
from the Office of Budget and Planning; Mike Wolf and 
Earl Vermillion from the Veterans Affairs Division; 
Peggy Williams, Larry Finch and Mason Niblack from the 
Legislative Fiscal Analyst's Office, Capt. Cottrill 
and others who were not registered. 

Begin Tape 45 Side 2 

VETERANS AFFAIRS 

Mr. La Faver introduced Mr. Michael Wolf, Administrator 
of tne Veterans Affairs Division to the committee. Mr. 
'.'Volf told the committee that since the 1981 legislative 
session an entirely new method of recording statistics 
has been instituted which uses the computer capabilities 
of SRS. It is now possible to exhibit the number of un-
duplicated contacts for each office for the state, county 
and by war period. He distributed a form used for the 
monthly activity report. (see exhibit 1) 

During calendar 1982, the division had 31,598 contacts, 
of which 15,636 were unduplicated. Two thousand nine 
hundred thirty-four claims for benefits were submitted 
to the veterans administration. Awards by the adminis
tration totaled $4,498,711. These dollars coming to the 
state represent a ratio of $11.73 for each dollar expended 
by the state. As of December 1, 1982, 51,098 powers of 
attorney were held by the division for veterans and their 
detJendents. 

In daily efforts to assist veterans and their dependents, 
the divisio~ service officers are in contact with county 
officials, senior citizen centers, nursing homes, hospitals, 
veterans centers, discharge and correction centers, lawyers, 
doctors, vo-techs, colleges and others interested in the 
affairs of veterallS _ 1'15 tne need arises, referrals are macle 
~o other agencies for the certification of food stamps, 
housing, social security administration, medicaid, medicare, 
narcotics or alco~ol centers, vocational rehab. counseling 
and mental health and health centers. 

Mr. Wolf noted that it is often asked why it is necessary 
for an office outside of the fecleral government to do service 
work for veterans. iie ex~lained tile laws under wich the 
veterans administratioll operates, particularly those which 
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prohibit it from developing, presenting and prosecuting 
claims against itself. It is also prohibited from obtain
ing staterrents from doctors, birth certificates, death 
certificates, etc. and the VA will proceed to adjudicate 
a claim without this necessary information. No veterans 
benefits are granted automatically. Every benefit must 
be applied for individually. 

Peggy Williams then presented the LFA analysis. She 
referred the committee to a handout she had prepared for 
this division. (see exhibit 2) There is a difference of 
2 FTE between executive and current level because the LFA 
deleted 2 positions which were vacant most of FY82. In 
operating ex~enses, the LFA and the executive generated 
proposals from a slightly different base. After initial 
budgets were submitted in September, the department requested 
that the Veterans Affairs Division be moved to Military 
Affairs. The LFA did not receive documentation of this 
until two weeks ago so this was considered by the depart
ment when they drew their budgets, while the LFA did not 
consider this. The major difference between the two 
budgets is the reduction of rent due to the Veterans 
Affairs moving into armories, given the ap2roval for this 
structural move. The program is entirely generally funded. 

Peggy explained that one issue arises out of the Governor's 
Council on Management recommendation that the Veterans 
Affairs program be abolished. The Sunset Audit, conducted 
in 1980, indicates that many services are not provided 
elsewhere. 

Sen. Regan asked how the division was going to use the SRS 
computer if they moved offices to the armories. Earl 
Vermillion replied that the assumption was that, even if 
the move were made, the SRS computer would continue to be 
used on a contract 0asis, although he had been told by 
Capt. Cottrill that computer services are available that 
are compatible with those at the armory. Capt. Cottrill, 
Administrator of Centralized Services, res~onded that the 
plan was that computer services be contracted to SRS, has 
there have been no formal meetings or negotiations with SRS 
to date. 

hearings on Veterans Af£alrs Dudget closed. 

ADtlILHSTRATION AND SUPP02T 

Mr. LaFaver introduced Mr. Ron Brown, Administrator of 
Central Services, to make the presentation. Ar. La Faver 
added tlla t the SRS !lad wor ked very close 1; with the LFA on 
this area of the budget and the LFA has convinced the depart-
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ment that their figures are correct, He believed there 
will probably be no major issues regarding this budget. 

Mr. Brown told the committee that centralized services 
mission is to provide those services for program divisions 
which would be uneconomical for them to provide for them
selves such as finance, accounting, data processing, 
statisical analysis, and general services. Their program 
has not expanded, in fact has remained virtually unchanged 
over the last biennium. In their meeting with fiscal 
analysts, they have found they are substantially in agree
ment with the figures that the LFA has developed and there 
are no major differences. 

Peggy Williams, LFA, then explained the differences in this 
program. The LFA included 2.38 more positions than the 
executive di~ since the executive had added a .5 position 
and transferred 2.88 FTE's. There is a difference under 
contracted services based on different estimates of how 
mUCh administrative rules would cost to be filed. The LFA 
has increased the base in two areas; in communications, the 
LFA was above the executive because they had included $12,000 
for mailing turnaround documents for food stamps. In travel, 
the LFA was above the executive by $7,000. The executive 
included $20,900 in travel in FY84 and the LFA included 
$28,000 in FY84. 

In equipment, the LFA is under the executive in FY84 because 
the executive included a word processor. The executive is 
under the LFA in FY84 because the LFA included office equip
ment and a car. Peggy referred the committee to the final 
sheet of exhibit 3 which breaks down the 15 sources of funds 
which support this division. 

Sen. Regan asked why LFA gave the division the car and the 
age of the present car. Sne was told it was a 1975 Dodge 
with 116,000 miles. Sen. Regan also asked about the word 
processor. Mr. Johns explained the word ~rocessor would te 
used primarily by the legal staff. At the present time, 
they have a mag card typewriter which is getting out of 
date. 

Sen. Aklestad asked about the increase in contracted services. 
Mr. Johns explained this was for the cost of the legislative 
audit. 
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AUDIT AND PROGRAl\1 COHPLIANCE DIVISION 

Mr. LaFaver introduced Pat Godbout, Administrator, to the 
committee. He pointed out that last legislature, this 
program was one area of SRS the committee felt needed 
polishing. From his viewpoint, and looking at the quality 
of the audits being produced, he would give this division 
the "most improved" award. He does not feel it is the 
same operation that it was in 1981. 

Pat Godbout began by discussing eligibility error rates. 
She showed a chart (exhibit 4) explaining tile error rates 
for food stamps, medicaid, and AFDC. The federal govern
ment mandates that they review the decisions made by eligi
bility technicians concerning medicaid, AFDC, and food 
stamps. They have set certain target levels which they 
must meet. If these are not met, financial sanctions may 
be imposed upon the state. The target rates for AFDC and 
medicaid are 3% as of March 3D, 1983. The food stamp error 
rate, because it is more complex and more open to fraud, 
has a higher target rate. It is 9% for 1983, 7% for 1984, 
and 5% for 1985. 

Errors are identified by the State Quality Control group 
which is in her division. The federal government insures 
that they properly identify errors by rereviewing their 
work and penalizing them whenever they disagree. The state 
is also penalized when the control group doesn't complete 
the required number of cases. While it is often thought the 
best way to get out of the error rates is just not to find 
them, those that have tried this are in a great deal of 
trouble now accordlng to Ms. Godbout. She feels the 
quality control staff is probably the best in the country. 

Congress has also provided for waivers on penalties for 
good faith effort. The state has managed to obtain these 
waivers for the period September 1980 and March 1981, while 
out of com~liance in medicaid and in food stamps. The waiver 
was obtained by demonstrating what is being done to reduce 
the error rates. Toe AFDC rate is not one of the lowest in 
the country. 

While there hasn't been a dramatic decline in food stamps 
or in medicaid, both rates have gone down and food stamps 
is no longer in a sanction situation. Currently under revi~w 
are efforts to reduce the error rate and the sanction on 
medicaid could be as much as $5.8 million for the year 
beginning April 1. In conversations with federal officials, 
Pat has expressed her desire to reduce the error rate to at 
least 3%. They have adopb?d a new medicaid manual and they 
believe the quality assurance program which began this month 
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will reduce the error rate in medicaid. Error rates in 
medicaid are usually directly related to individuals in 
nursing homes. 

The department sees the reason for the high error rate in 
medicaid as the high case load. Average caseload in AFDC 
is 103 cases per FTE while average caseload in medicaid 
is 424 recipients per FTE. Therefore, any reduction in 
eligibility staff is either going to lead to a higher 
error rate in medicaid or a higher error rate in AFDC. 

Sen. Regan asked how many FTE the last legislature approved. 
Pat replied they did not get any more positions in the 
audit division, but economic assistance did. As Ms. Godbout 
understood it, there was a recommendation to reduce eligibility 
technicians this time, and she is concerned how they will 
be able to accomplish the 3% rate in medicaid and 4% in 
food stamps with a reduction in staff. 

Sen. Regan wanted a clarification on who hires technicians. 
Mr. LaFaver stated they are state employees, but are hired 
by county con@issioners from lists provided from the merit 
system, but to whom they report is not always clear. Sen. 
Regan also asked if the bill currently before the legislature 
providing the 12 mill levy would help SRS any in any way 
in which they hire people and have more control of the system. 
Mr. LaFaver said that it would and that the department was 
strongly in favor of this. 

Pat Godbout continued with her budget presentation, explaining 
there were four major areas where the department differs from 
LFA. These are: number of FTE's, travel expenditures, contract 
expendi tures, and funding sources. (see exhibit 5) 

The LFA has recommended 36 FTE. There are currently 40 FTE's 
in the division and another 10 have been requested. 

The LFA ignored a ?osition transferred from centralized 
services division. They deleted position 1546 and also 
deleted positions 154B and 1251 because they were vacant 
in FY82. They bE 1 j eve j l 'dou ld be in the best in terest of 
the state to retain all four positions. 

End of Tape 45 Side 2 Begin Tape 46 Side 1 

On the issue of travel, there is a $20,000 difference. 
Heavy travel costs are associated with audits and with 
quality control review. Pat referred the committee to a 
graph in the appendix of the handout showing travel expendi
tures. 
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The issue regarding contracted services is medical consultation 
on medicaid fraud investigations. The LFA used this year's 
contract amount of $9,000. The department reviewed the number 
of cases pending and firmly believe that at least $11,200 
will be needed for medical consultation. If they run out of 
funds, cases will "just have to sit there" and, by the end 
of the biennium, there may be cases the division would have 
to dump because they will be past the statute of limitations. 

The last issue between the LFA and the division is funding 
sources. The executive budget did not fund the audit bureau 
v;ith social services block grant funds, funds from the comm
ission on aging, or funds from vocational rehabilitation. 
(The ommission of funding from LIEAP was an oversight. 
The division agrees there should be at least $55,000 of 
LIEAP funds to pay fer all the audit costs.) The reason 
the executive did not use other programs as funding sources 
is because they did not want the funding source to dictate 
the type of audits conducted. As proposed by the LFA, 
$11,000 funding from Vocational Rehabilitation, will have 
to complete voc. rehab. audits even if not needed. 

Sen. Regan asked what the department is proposing the leg
islature do in terms of funding sources. ~s. Godbout 
believes the audit bureau should be 100% general fvnd as 
the executive budget is requesting. Sen. Regan stated that 
since we are very short on general funds, she felt the 
different programs should pay for their own audits. Ms. 
Godbout replied that if one examines the budget, there is 
not enough social service block grant to pay for all the 
services that are offered at the department and that they 
have always used general fund sources for this. 

Mr. LaFaver added that he did not Lhink the way the executive 
budget has laid this out means more general fund, it simply 
means where limited amounts of general funds are going to 
be allocated and they recommend the general funds be given 
to audit so that it has the flexibility to audit the high
priority areas. He explained the way the LFA's figures 
would work would not affect the overall general fund app
ropriations at all. The department would want to work with 
the subcomrnittee to insure that there is no increase in 
general fund appropriation as a result of this funding 
arrangement. 

Ms. Godbout stated that the division is asking for 10 new 
positions. five in audit bureau and 5 in the program integrity 
bureau. If, for example, they have a staff of 4 in third 
party liability unit. they will continue to generate the 
$5 million a year they currently bring in plus an additional 
$200,000. Medicaid budget funds can be reduced by $200,000 
if the level of this unit is at 4. They have asked for 2 
additional FTE in the quality assurance unit to bring down 

\ 
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the error rates in medicaid. The last modification was in 
the Survey Utilization Review Unit which is responsible for 
medicaid fraud and abuse. They are asking for one additional 
position in this unit. 

Peggy Williams then presented the LFA case. The LFA did 
delete 3 positions which were vacant most of the year. 
The position Pat Godbout referred to with the third party 
liability was filled only 17% of the year, and the LFA 
felt this position was not really effective. The LFA 
states that the executive added 11 positions, 10 modified 
positions, plus the transfer. There was $20,000 in increased 
travel because the LFA carne off current level, FY82 expenses. 
Therefore, the executive is higher. The LFA used the original 
funding mix requested by the department. The department then 
revised their funding mix resulting in a higher percentage of 
general fund. The orLginal funding mix holds the general fund 
at about 43% of the total funding while the revised funding 
mix puts the general fund at 64%. In FY82, the general fund 
accounted for 47% of the funding. In FY83, it is scheduled 
to account for 42%. 

Concerning the increased number of FTE 1 s, the audit bureau 
told the 1981 legislature that 12 FTE could handle 101 audits. 
In actuality 8.3 FTE handled 55 audits. The department 
estimates that 67.5 audits need to be conducted in 1984 
and 82 in FY85. Statiscal1y, 9 FTE should be able to 
handle these audits. 

Progra~ integrity had also asked for more FTE 1 s to reduce 
error rates. Both the 1979 and the 1981 legislatures gave 
the program more people so error rates could be reduced. 
Tile 1981 legislature also appropriated $325,0(,0 in FY82 
for training. $188,000 of this was spent and both the 
executive and the LFA have included money for training 
in another division. 

Error rates have declined and that is one of the reasons 
the LFA has not added any additional FTE's. The division 
has shown a good faith effort to reduce error rates to 
acceptable levels. A new specs manual was drawn up in 
1982. Determinations for program participation have been 
simplified, and the traininy proyram has begun. For these 
reasons, LFA feels the error rates will continue to decline 
without additional FTE. 

1he meeting waS adjourned at 9 a.m. 
End of Tape 46 Side 1 

- "', ~~'C5' --:----=-.~. ------.-.- ._ ..... -
John Sh6h€z, . hairman 
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Department of Social and Rehabilitation Services 

Audit & Program Compliance 

MAJOR ISSUES 

Current Level 

- Number of FTE's 

- Travel Expenditures 

- Contract Expenditures 

- Funding Sources 

Program Modifications 

- Five Positions in Audit Bureau 

- Five Positions in Program Integrity Bureau 

Survey Utilization Review Unit ---- 1 FTE 

Third Party Liability Unit --- 2 FTE's 

Quality Assurance Unit --.- 2 FTE's 

exhibit 5 
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AUDIT AND PROGRAM COMPLIANCE DIVISION 
DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES 

CURRENT LEVEL 

Personal Services 

OBPP .. 40 FTE's 
$922,585 

LFA = 36 FTE's 
$836,367 

Reason for difference: 

1. LFA ignored the transfer of position number 0070 from the Stati
stics and Research Bureau to the Program Integrity Bureau. 

2. 

3. 

Travel 

LFA deleted position number 1546. This position is located in the 
Third Party Liability Section which is responsible for recovering 
payments made under the medicaid program. The elimination of this 
position will actually increase overall department costs by $13,500. 

LFA deleted positions 1548 and 1251 because they were vacant in 
fiscal year 1982. These positions are assigned to the audits of 
the LIEAP, Home {veatherization and CSBG. The positions were 
naturally left vacant during Fy'82 because the audit or 1982 
expenditures cannot take place until the close of that fiscal year. 
For FY'8l, the HRDC's contracted with an outside audit firm for 
this work, the funds for this were included in the 1981 contracts. 
There were no expenditures for audits in FY-82 by the department. 
It was determined that two department auditors could perform this 
work at a lower cost than the cost of contracting with independent 
firms. 

OBPP = $68,938 LFA $48,241 

Reason for difference: 

Refer to Graph I in the appendix. Using FY'82 as a base for 
setting travel expenditures for the '85 biennium does not re
cognize the increased effort to conform to federal audit regula
tions which began in February 1982 nor the absence of LIEAP 
audits. Furthermore, the FY'82 expenditures do not properly 
reflect the travel related to the effort to reduce the eligi
bility error rate. 
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Contract Services 

OBPP .. $27,662 LFA .. $24,439 

Issue: 

The difference is the amount budgeted for contracts for consul
tation in medicaid fraud investigation. LFA based their recom
mendation on the 1983 contract. The department based its budget 
on a projection of the number of cases requiring investigation. 

Funding Sources 

Reason for difference: 

1. The executive budget included expenditures of $55,089 (FY-84) 
and $54,975 (FY-85) for the cost of LIEAP audits, but did not 
include LIEAP as a funding source. If the positions 1548 and 
1251 are retained in the Audit Bureau and the travel budget 
allows for increased costs for these audits ($5,000 per year), 
then the amount of general fund should be reduced by these 
amounts with a corresponding increase in LIEAP funding. 

Executive Budget - Current Level 

PROPOSED REVISED 

1984 1985 1984 1985 
General 
Fund 
LIEAP 

$698,337 $704,768 $643,248 $649,328 
0 0 $ 55,089 $ 54,975 

2. The executive budget does not include the Social Service 
Block grant, the Commission on Aging, or Vocational Rehabilitation 
as funding sources. This was done so that the amount and 
type of federal funding would not dictate the number and type 
of audits which can be performed. For example, if $11,474 is 
included as funding from Vocational Rehabilitation, then 
enough audits will have to be performed in this area to insure 
that all funding can be claimed. This will be true even if 
audits of other programs have a greater priority. The converse 
is also true, once all appropriated funds from one of these 
sources is expended, then no further work can be performed 
regardless of the needs of the program managers. 



PROGRAM MODI FICATIONS 

Audit Bureau 

Five Audit Positions 

1. Audit Supervisor - 1 F.T.E. 
Responsible for grant in aid audits and overall supervision of 
LIEAP, Home Weatheriza~ion and CSBG audits. 

2. Auditor IV - 4 F.T.E.'s 
A. Aging Services (1) 
B. Developmental Disabilities (2) 
C. Community Services (1) 

The need to expand the size of the audit staff is the result of the 
following: 
Audit Requirements 
1. The federal government revised the regulations concerning 
audits. Prior to October 1981, the regulations called for an audit 
of all federally funded contracts once every three years. Sub
sequent to that date, these funds, with the exception of the LIEAP 
block grant, must be audited once every two years. LIEAP funds 
must be audited annually. This change resulted in a fifty percent 
increase of the number of audits to be performed. 
Matching Grant in AID 
2. The 1932 special session of the legislature approved the 
matching grant in aid program for FY'83. Since the audit of 1983 
grants cannot take place until FY'84, this action effects the next 
biennium. It is expected that thirteen audits will be required in 
1984. Our projection concerning the expansion of the audit staff 
is based on the assumption that the matching grant in aid program 
will be discontinued effective June 30, 1983, therefore no grant in 
aid audits are anticipated for Fy'85. 

The number of auditors required to meet audit requirements was 
based on a review of the expenditures required to be audited each 
year and the department's present capabilities. The graphs attached 
herein set forth the major auditing requirements, the expenditures 
to be audited with the sixteen auditors provided for under the 
executive budget, the expenditures which could be audited under the 
current level and the auditing level provided for under the LFA 
recommendation if vacancy savings is ignored. 

The executive budget allows for staff sufficient to audit $27 
million dollars in expenditures during the biennium. This includes 
$23 million in expenditures under federal requirements and approxi
mately $4 million of grant in aid funds. The LFA recommendation 
would provide staff sufficient to audit only $14 million dollars 
and the current staff level is sufficient to audit $18 million 
dollars. 

It is important to note that federal regulations provide for cur
tailment of federal grants if audit requirements are not met. 
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Third Party Liability Unit 

Staff Level 

PROGRAM MODIFICATIONS 

Program I ntegrity Bureau 

Modification - 2 additional F.T.E.'s 
LFA - 1 F.T.E. 
Current Level - 2 F.T.E.'s 

The department has the right to deny medicaid claims in whole or part 
when any liable party has been identified prior to payment and to 
investigate paid claims to determine if the payment can be recovered 
from another responsible source. The denial of claims, referred to as 
cost avoidance, depends on the identification of liable parties at the 
time the recipient applies for medicaid. Medicaid expenditures are 
reduced by approximately $5 million dollars annually through cost 
avoidance. One F.T.E. is required to manage the cost avoidance program 
since most of the work is handled by eligibility technicians. 

The post investigation of paid claims from liable third parties is 
referred to as pay and chase. This is a fairly new method of reducing 
medicaid expenditures. However, during the past seven months the 
department has recovered over $13,000 from pay and chase. 

Based on our experience and the experience of other states, the depart
ment has estimated that medicaid costs can be reduced by $200,000 over 
the biennium if three F.T.E.'s are assigned to pay and chase. The total 
cost of these positions would be $113,800 for a net savings of $86,200. 
(Note: one position is currently filled, but has been recommended for 
deletion by LFA.) 

Quality Assurance Unit 

Modification - 2 additional F.T.E. 's 

High eligibility error rates have been a serious problem in the depart
ment. Progress has been made in solving this problem, for example the 
error rate in AFDC has been reduced from 9.4 percent in 1980 to 1.S 
percent in 1983. The department has not been as successful in the food 
stamp program, however we have managed to reduce the error rate in this 
program from 15.7 percent in 1931 to 8.9 percent in 1933. During FY'82, 
the quality assurance staff reviewed 5,000 food stamp cases in order to 
determine what steps must be taken to reduce the error rate to the five 
percent level acceptable to the federal government. If the quality 
assurance program has done nothing else, it has shown sufficient good 
faith effort on the part of the state, that the federal government 
waived imposition of error rate penalties of over one million dollars in 
the medicaid and food stamp programs. 



Under the program modification, tw'O F. T. E. r s would be assigned full time 
to the review of medicaid recipients in nursing homes. It is estimated 
that approximately $200,000 per year is inappropriately paid from the 
medicaid program for ineligible nursing home recipients. More impor
tantly, congress has inacted legislation that would impose federal 
penalties in excess of $4 million dollars yearly because of the high 
error rate in medicaid •.. 

Survey Utilization Review Unit 

Modification - 1 additional F.T.E. 
Current Level - 3 F.T.E. 
LFA - 3 F.T.E. 

One of the major administrative costs of the medicaid program is the 
claims processing system. The cost is in excess of $1.9 million over 
the biennium. If the system is certified as meeting all federal re
quirements, then the states share of that cost is reduced from 50 to 25 
percent, a savings of $480,000 over the biennium. The current claims 
processing system has received conditional certification. One of the 
conditions for full certification is the improvement of Surveillance/ 
Utilization Review Subsystem (S/URS). This subsystem is responsible for 
the detection of abuse of the medicaid program by both providers and 
recipients. 

Three individuals are currently assigned to this unit which began 
operation in October 1981 and to date has collected approximately $92,00 
from providers who had overcharged the medicaid program. These funds do 
not constitute a reduction in current year medicaid expenditures, but 
approximately one third of the recoveries are returned to the general 
fund. 

Federal regulations require the annual investigation of 100 recipients 
and 150 providers. In addition, the staff is responsible for investi
gation of complaints from counties, providers and recipients concerning 
abuse of the medicaid program. The department receives approximately 
125 complaints annually. The three person staff has not been able to 
complete all investigations. 

We believe that the addition of one F.T.E. to this unit will not only 
result in the additional recovery of overpayments from providers, but 
will also allow for expansion of the investigation of recipients who 
over utilize medicaid. It is expected that $10,000 annually can be 
saved by an active recipient monitoring system. 
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