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Dear Colleagues, 

 

Attached is our audit report on the State’s oversight of 11 nonprofit designated agencies (DAs).  

Vermont’s government paid the DAs about $300 million for services provided in fiscal year 2013, 

mostly for developmental disability and mental health services under programs operated by the 

Department of Disabilities, Aging and Independent Living (DAIL) and the Department of Mental 

Health (DMH). These programs provide a range of services to adults with mental illness, children and 

adolescents with severe emotional disturbances, and individuals with developmental disabilities.  

Our audit objectives were to (1) summarize how DAIL and DMH fund developmental disability and 

mental health services provided by the DAs and ensure that clients receive the expected services and 

(2) determine whether DAs have received duplicate payments from Medicaid for services provided.



 

 

DAIL and DMH funding of developmental disability and mental health services provided by the DAs 

is complicated because of the variety of programs and funding arrangements. These departments 

perform oversight of the DAs in a variety of ways, including periodic quality management reviews. 

However, these oversight mechanisms generally did not include a systematic comparison of budgeted 

to actual services for inclusive rate programs, which is a funding mechanism in which a single 

payment covers an approved range of services. Without such comparisons, DAIL and DMH cannot 

ensure that clients are receiving the planned services and that the payments being made reflect the 

services being performed and are not too much or too little. 

We also performed detailed test work of potential duplicate payments at three DAs in which we 

reviewed supporting documentation and sought explanations of questioned claims. Although we found 

some payments for duplicate Medicaid claims involving the DAs, they were not widespread. 

Nevertheless, our audit found that the various mechanisms that DAIL and DMH employ to prevent or 

detect duplicate payments could be improved. In particular, (1) policy documents that define what is 

and is not allowable were outdated or did not address certain situations, (2) edits in the Medicaid 

payment system that are supposed to prevent potential duplicate claims were not always set up 

correctly, and (3) DAIL and DMH oversight of the DAs did not routinely include reviewing the 

validity of claims that DAs had submitted and whether they were allowable. 

This report contains a variety of recommendations to improve DAIL and DMH oversight of the DAs. 

In commenting on a draft of this report, DAIL and DMH outlined various initiatives that they planned 

to undertake in response to the recommendations. 

I would like to thank the management and staff at DAIL and DMH as well as those of the DAs we 

visited for their cooperation and professionalism during the course of the audit. 

 

Sincerely, 

Doug Hoffer 

Vermont State Auditor 
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Introduction 

In accordance with statute,1 Vermont’s government contracts with 11 

nonprofit designated agencies (DA) across the state to perform vital services 

to residents of specific geographic areas. Within their designated areas, the 

DAs generally provide a range of services to adults with mental illness, 

children and adolescents with severe emotional disturbances, and individuals 

with developmental disabilities. Other DA responsibilities include providing 

emergency mental health services, operating residential facilities for certain 

clients, and operating the state’s only intermediate care facility for persons 

with developmental disabilities. 

The State paid the DAs about $300 million for services provided in fiscal 

year 2013, mostly for developmental disability (DD) and mental health (MH) 

services under programs operated by the Department of Disabilities, Aging 

and Independent Living (DAIL) and the Department of Mental Health 

(DMH). We focused audit resources on the DAs because of the significant 

amount the State pays the DAs, the multiple programs that they support, and 

the importance of their services. Our audit objectives were to (1) summarize 

how DAIL and DMH fund DD and MH services provided by the DAs and 

ensure that clients receive the expected services and (2) determine whether 

DAs have received duplicate payments2 from Medicaid for services provided.  

As part of our methodology, we used an automated data analysis tool to 

identify potential duplicate paid claims for Medicaid services provided in 

fiscal year 2013 and visited three DAs to review supporting documentation 

and obtain explanations.3 Appendix I contains detail on our scope and 

methodology. Appendix II contains a list of abbreviations used in this report.

                                                                                                                                         
1  18 V.S.A. 8907(a) states that “the commissioner of mental health and the commissioner of 

disabilities, aging, and independent living shall …ensure that community services to mentally ill 
and developmentally disabled persons throughout the state are provided through designated 
community mental health agencies. The commissioners shall designate public or private nonprofit 
agencies to provide or arrange for the provision of these services.” 

2  We defined duplicate payments as those inappropriately made for (1) the same or similar type of 
service provided on the same day on behalf of the same client, (2) services paid on a per-service 
basis for a client who is also enrolled on the same day in a similar program that is funded on an 
inclusive rate basis, and (3) services paid to a DA for a client who is receiving services in a facility. 

3  The three DAs visited were Health Care and Rehabilitation Services of Southeastern Vermont, 
HowardCenter, and Washington County Mental Health Services, which accounted for about half of 
the state expenditures to the DAs. Because we were testing the results of our automated data 
analysis and looking for systemic issues that could lead to duplication rather than evaluating the 
control environment of individual DAs, the report does not identify the DA in which a particular 
example is being used for illustrative purposes. 
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Why We Did this Audit We focused attention on the oversight of the DAs because the State pays them 

millions of dollars to provide critical services in support of multiple State programs. 

Our audit objectives were to (1) summarize how DAIL and DMH fund DD and MH 

services provided by the DAs and ensure that clients receive the expected services 

and (2) determine whether DAs have received duplicate payments from Medicaid for 

services provided. 

Objective 1 Finding DAIL and DMH’s funding of DD and MH services provided by the DAs is 

complicated because of the variety of programs and funding arrangements, and the 

departments did not have processes to ensure that clients in certain programs 

received expected services. DAIL and DMH use three methods to pay DAs for 

services—fee-for-service (FFS), capacity payments, and inclusive rates.  

 

 Fee-for-service.  Payment is based on one specific service being performed on a 

given day for a given client.  

 Capacity payments.  Payments are for a specific amount provided to a DA to 

support the ability to perform a specific function (e.g., MH crisis beds). 

 Inclusive rates.  Payment encompasses a group of services for a given period of 

time (daily, monthly) and, in some cases, for a given client.  

 

For developmental disability and mental health services performed in fiscal year 

2013, over half of the payments to the DAs were based on inclusive rates.  

 

DAIL and DMH had mechanisms in place to oversee the DAs, including a process to 

re-designate DAs every four years. Other oversight mechanisms included quality 

management and budget reviews of certain programs. However, neither department 

routinely compared budgeted to actual services for the programs for which DAs 

receive an inclusive rate. Without such a comparison, the departments are not 

positioned to know whether the actual services provided are consistent with those 

approved and could be paying too much or too little for the services actually 

performed. For example, DAIL has a central repository of all approved services and 

budgets for its $128 million DD home and community based services (HCBS) 

program, and DAs are paid a daily inclusive rate unique to each client. While DAs 

electronically submit monthly data to the State on actual services provided to each 

client, DAIL does not compare this actual data to clients’ approved services because 

the data do not include all DD services.  

 

A recent DMH initiative demonstrates the importance of comparing actual services 

to budgeted services. In fiscal year 2014, DMH required DAs to perform and report 

on the results of self-audits of the amount of services provided versus the amount of 

services budgeted for the clients enrolled in one of its children’s mental health 

programs that is paid on an inclusive rate basis. The DA self-audits for this program 

for the period July 1, 2013 to December 31, 2013 revealed that for 74 percent of 

clients, DMH paid for more services than were received. For those clients that 

received at least 10 percent fewer actual services than had been budgeted and paid, 

DMH recouped about $181,000 from the DAs. 
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Objective 2 Finding While the three DAs at which we performed detailed test work of potential duplicate 

payments were paid for some duplicate Medicaid claims, we did not find evidence of 

widespread payments for duplicate services. We defined duplicates payments as 

those inappropriately made for (1) the same or similar type of service provided on 

the same day on behalf of the same client, (2) services paid on a per-service basis for 

a client who is also enrolled on the same day in a similar program that is funded on 

an inclusive rate basis, and (3) services paid to a DA for a client who is receiving 

services in a facility (e.g., hospital). 

 

The three DAs that received the highest amount of payments from the State had 

documentation or could provide adequate explanations for most of the potential 

duplicate Medicaid claim lines we reviewed. However, we observed four types of 

conditions that resulted, or could have resulted, in the State paying for duplicate 

services for the same client performed on the same date. 

1. DAs were paid for an inclusive rate service as well as for a separate service 

covered by this rate. For example, three DAs were paid for 73 mental health 

claim lines totaling $8,256 in which they were paid for a service covered by a 

payment under an inclusive rate program. 

2. DAs were inappropriately paid when clients were in a nursing facility or 

hospital. For example, three DAs were paid for 470 DD HCBS or DD targeted 

case management claim lines totaling $43,645 for clients in a nursing facility, 

which is prohibited. 

3. DMH paid multiple providers for the same type of service for the same client on 

the same dates of service. In particular, there were 38 instances ($7,790) in 

which a DA was paid for a MH fee-for-service claim for a client enrolled in an 

inclusive rate program at another DA. 

4. Under certain circumstances, DAs can be paid for second and subsequent 

instances of the same mental health service provided to the same client on the 

same day. In over half of the 180 claim sets we reviewed related to these types 

of claims, the documentation at the three DAs was not specific enough to draw 

a conclusion about whether a separate service had been provided or whether the 

billings were duplicative or otherwise unallowable. 

The state employed various mechanisms to prevent or detect duplicate payments for 

services provided to DD and MH clients, including policies that define what is and is 

not allowed, system edits, and periodic post-payment reviews. However, each of 

these techniques warrants improvement. For example, DAIL’s DD Medicaid 

provider manual was issued in 1995 and some of its requirements have been 

superseded, and it was not always clear which criterion was to be followed.  

What We Recommend We make a variety of recommendations to DAIL and DMH to improve their DA 

oversight. For example, we recommend the departments (1) develop a mechanism to 

determine the extent to which clients are receiving services of the number, type, and 

frequency for which they are paid an inclusive rate and (2) establish procedures that 

check whether DA claims meet their billing requirements and limitations. 
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Background 

18 VSA §8907(a) requires that DAIL and DMH ensure that community 

services for individuals with developmental disabilities or mental illnesses be 

provided through designated community mental health agencies (called 

designated agencies or DAs) within specific geographic areas.4 The Agency 

of Human Services and certain of its departments sign annual master grant 

agreements with 11 DAs. These agreements set a budget for each DA by 

major program areas, which may be adjusted over the course of the year. The 

state also has other agreements with the DAs. For example, a significant 

source of DA funding, the DMH Success Beyond Six program, is covered 

under separate agreements between DMH and the DAs. Appendix III 

summarizes the total payments made in FY 2013 to each of the DAs. 

Most of the payments to the DAs are funded by Medicaid and are paid via the 

Medicaid Management Information System (MMIS), which is operated by 

HP Enterprise Services. To receive payment the DAs generally submit 

professional service claims5 to the MMIS that include codes to identify the 

provider(s) and describe the services provided. Regarding the codes that 

describe the service, each line of a professional service claim contains a 

procedure code that may also have an associated modifier code.6 Together 

with the provider number, this information plays a role in the determination 

of how much the MMIS pays a DA for a particular claim7 and for the system 

to perform checks (e.g., edits) on the validity of the claim (e.g., to check for 

duplicate claims or whether a service limitation was exceeded). 

                                                                                                                                         
4  The Clara Martin Center and the Upper Valley Services serve the same geographic area but provide 

different types of services. In general, the Clara Martin Center provides mental health services and 
alcohol and drug abuse treatment, and Upper Valley Services provides services to individuals with 
developmental disabilities. 

5  Depending upon the type of service that was performed, a Medicaid provider submits either a 
professional service claim or an institutional claim. The vast majority of DA claims submitted to 
the MMIS for payment are professional service claims.  

6  A procedure code is a five-character code used to describe medical services or other health care. 
Modifiers are a two character alpha-numeric code with a specific meaning that is used to further 
define the procedure code or to assist in claims adjudication. 

7  Each of the DAs had multiple provider numbers and they use certain provider numbers for specific 
types of claims (e.g., developmental disability and mental health claims are submitted under 
different numbers). 
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Objective 1:  DA Funding Mechanisms are Complex and the 

Departments’ Ability to Link Payments to Actual Services 

Performed Is Limited 

DAIL and DMH provide funding to the DAs for developmental disability and 

mental health programs through a variety of complex mechanisms, including 

payments based on fee-for-service, capacity, and inclusive rates. While DAIL 

and DMH perform oversight reviews of DA activities, neither department 

assesses whether clients are receiving the expected services being paid for in 

all of the programs using inclusive rates, which is a funding mechanism in 

which a single payment covers an approved range of services. For example, 

DAIL maintains a spreadsheet of each client’s approved services and budget, 

but it does not have a process to compare these approved, budgeted services 

to those the DA has actually provided. Without such a process, the State is 

not in a position to know whether the services provided are consistent with 

individuals’ service plans.8 Since under inclusive rates these service plans are 

generally the basis for payment, without this comparison the State could be 

paying too much or too little. For example, this year DMH began requiring 

DAs to perform self-audits of the amount of services provided versus the 

amount of services budgeted for the $2.2 million Enhanced Family Treatment 

(EFT) program, which is paid based on an inclusive rate. The DA self-audits 

for the period July 1, 2013 to December 31, 2013 revealed that 74 percent of 

clients received fewer services than budgeted and paid by DMH. For those 

clients that received at least 10 percent fewer actual services than had been 

budgeted and paid, DMH recouped about $181,000 from the DAs. 

Description of How the State Funds Developmental Disability and Mental Health 
Services Performed by DAs 

There are three primary ways in which DAIL and DMH fund DD and MH 

services at the DAs:  fee-for-service, capacity payments, and inclusive rates. 

Fee-for-service claims are paid based on one specific service being 

performed on a given day for a given client. Capacity payments are a specific 

amount provided to a DA to allow them to have the ability to perform a 

specific function (e.g., MH crisis beds). Inclusive rates9 cover groups of 

                                                                                                                                         
8  DAIL and DMH call the documents used to support the services to be provided to their clients 

Individual Support Agreement and Individual Plan of Care, respectively. For simplification 
purposes, our report uses the term individual’s service plan to denote the part of the DAIL and 
DMH documents that include the number, type, and frequency of services to be provided by the 
DA. 

9  The name of the rate depends on the program. For example, the CRT program refers to a case rate 
while the DD HCBS program uses the term “bundled service rate.” For simplification purposes, we 
use the term “inclusive rate” in this report. 
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services under a single payment for a given period of time (daily, monthly) 

and, in some cases, for a specific client.10 The following are a DAIL and 

DMH example of the types of services in an inclusive rate paid to a DA. 

 Example of basis for DD HCBS client’s daily rate.  The daily rate at the 

beginning of fiscal year 2013 for one client was set at $149.66, consisting 

of the following expected services (1) 2 hours per week of service 

planning and coordination, (2) 20 hours per week of community supports, 

(3) 6 hours per week of respite, (4) 0.09 hours per week of clinical 

supports, (5) $503 per year for crisis, and (6) 365 days per year of home 

provider support. The daily rate was amended to a lower or higher rate 

during the course of the year to take into account hospitalizations and an 

increase in services, respectively. 

 Example of basis for DMH EFT client’s daily rate.  The fiscal year 2013 

daily rate for one client was set at $433.07 and was largely based on 

expected on-going monthly services of (1) 15 units11 for service planning 

and coordination, (2) 109 units of individual community supports, (3) 

4.35 units of individual therapy, (4) 30.42 units of therapeutic foster care, 

(5) 1 unit medication management, (6) 30.42 units of crisis supports, and 

(7) 30.42 units for crisis response. 

Table 1 summarizes the DAIL DD and DMH MH programs that fund DA-

provided services. In total, the departments paid the DAs about $264 million 

for these programs. In the case of DAIL, the department paid the DAs $132 

million to provide developmental disability services to about 4,100 clients in 

fiscal year 2013.12 DMH paid the DAs $132 million to provide mental health 

services to about 30,000 clients in fiscal year 2013.13 The table also shows 

that about 70 percent of the payments were based on inclusive rates. 

Specifically, for services provided in fiscal year 2013, 99 percent and 35 

                                                                                                                                         
10  In its response to a draft of this report, DAIL commented that DAs are allowed to make internal 

adjustments, within reasonable parameters, to individuals’ DD budgets when their needs change, 
which allows a DA to respond flexibly and quickly to the changing needs of individuals. 

11  The definition of a unit can vary depending on the service. For example, it can be a single session 
or service or it can be a certain number of minutes. 

12  All but 1,077 of these clients were derived from a summary of unique client numbers in the MMIS 
for all DAIL developmental disability service programs paid by this system. A different system 
pays the DAs for the Flexible Family Funding program so the 1,077 clients served by the program 
were taken from Developmental Disabilities Services State Fiscal Year 2013 Annual Report 
(Department of Disabilities, Aging and Independent Living). There may be some clients that 
received both Flexible Family Funding and other developmental disability services in the course of 
the fiscal year. 

13  The number of clients served is from table 1-1 in the FY 2013 Statistical Report (Department of 
Mental Health). This number is likely high because, according to the report, clients who were 
served by more than one DA were counted more than once. 
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percent of payments to the DAs for developmental disability and mental 

health programs, respectively, were based on inclusive rates.  

Table 1:  Description of DAIL Developmental Disability and DMH Mental Health 
Programs and the Basis for Payments to the DAs 

Program Description of Program 
Funding 

Type 
Basis of Payments to DAs 

Fiscal Year 

2013 

Expenditures 

(in millions)
a
 

DAIL Developmental Disability Services 

DD HCBS  Provides home supports, work and 

community supports, service 

coordination, respite, clinical, and crisis 

services for children, adolescents, and 

adults. 

Inclusive 

rate 

Daily rate, approved by DAIL, for 

each individual client based on the 

individual’s service plan.
b
 

$128.0 

The Bridge 

Program 

Support to families in need of care 

coordination to help them access and/or 

coordinate medical, educational, social, 

or other services for children under the 

age of 22.  

Inclusive 

rate 

Monthly rate, approved by DAIL, 

based on the number of children 

enrolled in the program at a DA. 

$0.7 

Flexible Family 

Funding 

Cash grants for children and adults that 

help the biological or adopted family or 

legal guardian support the person to live 

at home. 

Capacity 

payment  

Set amount (budget) to the DA 

paid quarterly that, in turn, is 

distributed to clients as cash 

payments. 

$1.0 

DD Targeted 

Case 

Management 

(TCM) 

Service coordination, referral, 

monitoring, and advocacy to assist adults 

and children to gain access to needed 

services. 

FFS DAs bill separately for each 

individual service provided.  

$0.4 

Intermediate 

Care Facility/ 

Developmental 

Disabilities 

Highly structured residential setting for 

up to six people needing intensive 

medical and therapeutic services. 

Inclusive 

rate 

One DA receives a per-diem rate 

paid every two weeks to cover 

necessary and ordinary costs 

related to a resident’s care. 

$1.2 

Other Various  Various Various $0.4 

DMH Mental Health Services 

Community 

Rehabilitation 

and Treatment 

(CRT) 

An array of rehabilitation, emergency, 

diagnosis-specific treatments, crisis 

stabilization, and support services to 

adults who have severe and persistent 

mental illness. 

Capacity 

payment 

and 

Inclusive 

rate  

DMH sets a yearly budget for 

each DA. Quarterly, the DA 

receives 1/4 the budgeted amount 

for capacity. Each month, the DA 

receives 1/12 the amount budgeted 

for treating clients, which may be 

adjusted based on actual services 

provided.  

Capacity: 

$3.4 

Inclusive rate 

$36.4 

Adult 

Outpatient 

Assessments, case management, and 

therapy to adults who experience non-

severe mental health problems that 

disrupt their everyday lives. 

Capacity 

payment 

and FFS 

Set amount (budget) to the DA 

paid quarterly for capacity. FFS is 

based on individual services 

provided. 

Capacity: 

$1.0 

Fee-for-

Service: $2.2 

Other adult 

Services 

Residential treatment programs, 

psychiatric care, and outreach services 

for adults.  

Capacity 

payment 

Set amount (budget) paid to the 

DA. 

$9.7 
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Program Description of Program 
Funding 

Type 
Basis of Payments to DAs 

Fiscal Year 

2013 

Expenditures 

(in millions)
a
 

Emergency 

Services  

Assessment, support, and referral 

services to anyone of any age 

experiencing a crisis and includes having 

a set number of beds available for 

hospital diversion. 

Capacity 

payment 

and FFS 

Set amount (budget) to the DA 

paid quarterly for capacity. FFS is 

based on individual services 

provided.  

Capacity: 

$9.5  

Fee-for-

Service: $ 0.9 

 

EFT A package of intensive home and 

community-based MH services to 

children and their families. 

Inclusive 

rate 

Daily rate, approved by DMH, for 

each individual client based on the 

individual’s service plan.
 

$2.2  

Success 

Beyond Six 

(SBS) 

Services to children in school-based 

settings to help keep students in their 

local schools and able to benefit from the 

education offered. 

FFS and 

Inclusive 

rate  

FFS–The DA bills for each 

individual service provided. In 

some cases, the DAs can only bill 

for the behavior intervention 

program while in others the DAs 

can bill for other services.
c 

 

Inclusive rate–Seven DAs receive 

a specific amount per child per 

month for clinician services. 

Fee-for-

Service: $31.3 

Inclusive rate: 

$4.3 

 

Concurrent 

with Education; 

Mental Health 

Rehabilitation 

and Treatment 

(C.E.R.T) 

Provides community support and service 

planning and coordination services to 

individuals and families in a school 

setting. 

Inclusive 

rate 

DAs bill for each day that service 

is provided for a minimum of 2 

hours and receive a set daily rate.  

$3.2 

Private Non-

Medical 

Institution 

Residential treatment programs for 

children and adolescents.  

Inclusive 

Rate 

One DA receives a per-diem rate 

for this program to include a 

comprehensive spectrum of 

mental health services. 

$0.7 

Other 

children’s 

services 

Provides clinic-based services, support, 

outreach treatment, prevention and 

screening, and immediate response to 

children and their families. 

FFS DAs bill separately for each 

individual service provided.  

$27.5  

a Expenditures for inclusive rate and fee-for-service funding types were derived from a MMIS file of 

claims with dates of service in fiscal year 2013 (excluding about $235,000 in Medicare crossover 

claims). Expenditures for the capacity funding type were obtained from the State’s primary financial 

system, VISION. We did not audit these amounts. 
b DAIL and DMH call the documents used to support the services to be provided to their clients’ 

Individual Support Agreement and Individual Plan of Care, respectively. For simplification 

purposes, our report uses the term individual’s service plan to denote the part of the DAIL and DMH 

documents that include the number, type, and frequency of services to be provided by the DA. 
c If a child is receiving inclusive rate Success Beyond Six, no other school-based services may be 

billed as FFS except under the behavior intervention program. 
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State Oversight of DA Developmental Disability and Mental Health Services 

DAIL and DMH perform various types of oversight of the services provided 

by the DAs, although their ability to oversee the DAs has been negatively 

affected by budget cuts. DAIL’s DD quality management currently consists 

of four full-time staff—down from seven in fiscal year 2007. According to 

the leader of the DD quality management team, to accommodate this 

reduction in staff, DAIL reduced the scope and frequency of its reviews. For 

example, the team used to review DD TCM services but now reviews only 

DD HCBS services. In the case of DMH, due to budget cuts and a 

reorganization their quality assurance functions were eliminated in 2009 and 

reporting, tasks, and functions reassigned to various units in the department. 

This led to a lack of coordination and fragmentation of activities. DMH hired 

a Director of Quality Management in August 2012, but she left this position 

in January 2014. As of July 2014, DMH had two quality management 

coordinators tasked with DA oversight. DMH has also named a new Director 

of Quality Management, who was to start in September. The scope of DAIL 

and DMH oversight activities is explained in Table 2. 

Table 2:  Summary of DAIL and DMH Oversight of DA Services 

Type of 

Oversight 

DAIL DMH 

Description Limitation Description Limitation 

Re-designation 

review 

Determines whether the DA 

meets State required 

qualifications, including that a 

written Individual Support 

Agreement is created for each 

person when required. 

 

In conjunction with the re-

designation review, DAIL 

performs a Quality 

Management review as 

described below. 

 Re-designation 

occurs every 4 

years. 

 Does not 

include all 

programs, such 

as DD TCM 

and Bridge. 

Determines whether the DA 

meets State required 

qualifications, including that a 

written Individual Plan of Care 

is created for each person and 

that the DA has a Utilization 

Review and Management 

program. 

 

As part of the re-designation 

process, DMH performs a 

minimum standard chart 

review in which it looks at 

records for clients in the CRT, 

Emergency Service, and 

children’s programs to 

determine whether the records 

are consistent with DMH 

standards.  

 Re-designation 

occurs every 4 

years.  

 Small number 

of charts are 

selected (8-20 

based on the 

most recent 

reviews) and 

not all 

programs are 

covered (e.g., 

adult 

outpatient). 
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Type of 

Oversight 

DAIL DMH 

Description Limitation Description Limitation 

Quality 

management 

A biennial examination of each 

DA in which documentation of 

10-15 percent of DD HCBS 

clients are reviewed to assess 

delivery of services in 

accordance with Individual 

Support Agreements and 

DAIL’s Guidelines for the 

Quality Review Process of 

Developmental Disability 

Services. 

 2-year intervals. 

 Does not 

include all 

programs, such 

as DD TCM 

and Bridge. 

See re-designation process. See re-designation 

process. 

Budget review For some programs, the 

business office reviews actual 

expenditure reports to ensure 

that the DAs do not overspend 

the funds approved. 

 

Not routine for all 

programs. 

For CRT, DMH prepares a 

monthly comparison report of 

the actual to budgeted dollar 

value of services provided and 

makes adjustments to DA 

payments if certain criteria are 

met. 

 

For EFT, DMH staff run a 

monthly report that shows the 

total expenditures by DA and 

compares the actual amount 

spent to the budgeted amount.  

Not routine for all 

programs. 

DA self-audit  None. Not applicable. DMH requires that DAs 

perform a self-audit once per 

fiscal year for the EFT 

program, including comparing 

the cost of services provided to 

the child’s individual budget 

for services. The DAs are 

required to submit their reports 

to DMH, which may audit 

them to verify the results. 

Only pertains to 

$2.2 million EFT 

program. 

 

Not required in 

fiscal years 2011 

to 2013. 

 

Unlike FFS-based programs in which a provider receives payment for each 

unit of service billed, inclusive rates allow for reimbursement regardless of 

the number of services provided, thereby creating an incentive for providers 

to minimize service delivery. According to a 2008 consultant’s report, one of 

the challenges involved in implementing an inclusive rate payment process is 

ensuring that each client receives the required amount of services to receive 

funding.14 

                                                                                                                                         
14  Analysis of Designated Agency Reporting and Documentation Requirements (The Pacific Health 

Policy Group, March 2008). 
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Neither DAIL nor DMH had processes that routinely compared budgeted to 

actual services for the programs for which DAs receive an inclusive rate. In 

the case of DAIL, the department has a central repository of all DD HCBS 

approved services and budgets. However, while DAs electronically submit 

monthly data on the actual services provided to each client to a system 

operated by the Department of Health, DAIL does not use this data to 

compare actual to budgeted services because the actual data do not include all 

DD services provided by the DAs.15 In addition, DAIL officials reported that 

they have had difficulty obtaining regular and on-going access to this data 

over the years. Without actual service data, DAIL is not in a position to know 

whether the services provided are consistent with individuals’ service plans. 

Moreover, since the basis for DD HCBS payments are the approved and 

budgeted services, DAIL could be paying too much or too little based on the 

actual services performed. 

The fiscal year 2013 master grant agreements state that the DAs are to work 

collaboratively with the Agency of Human Services to provide complete and 

accurate information through the monthly service reports for the DD 

programs. This work was not performed and, according to a DAIL program 

manager, is not planned. This appears to be inconsistent with DAIL’s prior 

and current DD System of Care plans, which state that it will focus on 

modernizing system administration and oversight by implementing improved 

reporting of service and financial data to improve service quality.16 

In contrast to DAIL, DMH utilizes the monthly service data electronically 

submitted by the DAs. However, DMH does not have a central repository of 

individuals’ service plans showing the number, type, and frequency of 

services that have been prescribed for each client. Without knowing what 

services have been prescribed, DMH does not have the data that would allow 

it to determine whether clients are receiving expected services or whether it is 

paying too much or too little given the services actually performed. 

Additionally, without access to the planned services for each client, the actual 

service data reported monthly is of limited value because there is nothing 

with which it can be compared. The DMH System of Care Plan states that 

DMH will conduct program and service monitoring to manage the quality of 

MH services provided by the DAs.17 In its response to a draft of this report, 

                                                                                                                                         
15  According to DAIL, the data on actual services submitted by the DAs monthly does not include 

services provided by contracted workers who are paid through a fiscal employer/agent.  

16  Vermont State System of Care Plan for Developmental Disabilities Services, FY 2012 – FY 2014 
(Department of Disabilities, Aging and Independent Living) and Vermont State System of Care 
Plan for Developmental Disabilities Services, FY 2015 – FY 2017 (Department of Disabilities, 
Aging and Independent Living). 

17  System of Care Plan, Fiscal Year 2012-2014 (Department of Mental Health). 
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DMH stated that this statement in the System of Care Plan refers to a macro 

level of service that requires person-centered treatment planning and 

implementation and does not include a level of detail such as knowing the 

number, type and frequency of services that have been specified for each 

client. Instead, DMH pointed to the minimum standards review of charts that 

it conducts as a process that it uses to review whether services are provided in 

accordance with treatment planning. However, as Table 2 shows, DMH looks 

at only a few charts every four years. Accordingly, the minimum standards 

chart review process does not provide a systematic way for DMH to 

determine if services provided were in line with the individuals’ service 

plans. 

In the case of DMH’s CRT and EFT programs, DMH did evaluate the dollar 

value of actual services performed. Regarding CRT, DMH reviewed actual 

services reported by the DAs every month in order to determine whether 

adjustments to a DA’s overall CRT budget were warranted. Adjustments are 

based, in part, on whether services have been provided within the last 105 

days and whether the total dollar value of the actual services performed are 

within three percent of the budget. Regarding EFT, in fiscal year 2014,18 

DMH’s Child, Adolescent, and Family Unit required DAs to perform and 

report on the results of self-audits of the amount of services provided versus 

the amount of services budgeted for the clients enrolled in the EFT 

program.19 If the self-audit determines that the cost of actual services 

provided by the DA is under the budgeted amount (called the error rate) by 

greater than 10 percent then the amount under the budget is subject to 

recoupment.  

The DA self-audits performed for the EFT program demonstrate the benefit 

of comparing budgeted services to actual services. The self-audits for the 

period July 1, 2013 to December 31, 2013 revealed that for 74 percent of 

EFT clients DMH paid for more services than were received. For those 

clients that received at least 10 percent fewer actual services than had been 

budgeted and paid, DMH recouped about $181,000 from the DAs. 

DAIL and DMH also rely on the MMIS to provide controls related to the 

claims that are submitted for payment. For example, the MMIS has controls 

to ensure that the State is paying the approved amount for a claim, i.e., the 

system is generally coded to pay claim lines based on a set rate. However, for 

                                                                                                                                         
18  According to DMH, the EFT self-audit process was suspended between fiscal years 2011 and 2013 

and was restarted in fiscal year 2014. 

19  DMH’s instructions note that the department may perform an audit to verify the results of the self-
audit. 
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certain DAIL and DMH programs (e.g., DD HCBS, EFT) , the MMIS is 

coded to pay DA claim lines based on what the DA bills and is not limited by 

a set rate in the system. This is a financial risk to the State since it relies 

solely on the DA to accurately bill for the procedures. For claims with dates 

of service in fiscal year 2013, there were about 222,000 claims lines for about 

$137 million that were paid based on the rate the DA submitted.  

By far the program with the most claims that are paid based upon the amount 

billed is DAIL’s DD HCBS program ($128 million for claims with dates of 

service in fiscal year 2013). DAIL mitigates the financial risk of these claims 

by performing a quarterly review of the amount the DA was paid versus what 

was approved for each client. However, this review has not been timely. Due 

to an unexpectedly lengthy absence by the staff member assigned to this task, 

as of mid-June 2014, DAIL had completed this review for fiscal year 2013 

claims for only seven of the ten DAs that performed DD services. In addition, 

DAIL did not perform this type of review for other DD codes that are listed 

as pay-as-billed in the MMIS. Instead, according to the DAIL financial 

manager, they review a summary of DA billings for the other six codes that 

are listed as pay-as-billed in the MMIS at the macro level to check that 

expenditures remain within approved funding levels for the programs as a 

whole. DA claims for dates of service in fiscal year 2013 for these codes 

totaled about $800,000, so it is understandable that the department does not 

focus as much attention on these codes as it does on the DD HCBS code. 

Nevertheless, given the risk that a provider may, intentionally or 

unintentionally, bill an incorrect amount in a claim using a pay-as-billed 

code, periodic detailed confirmation on a sample basis that the amount 

approved equals the amount billed would seem prudent. 

DMH paid about $8 million in claim lines billing procedure codes that were 

listed as pay-as-billed for claims with dates of service in fiscal year 2013. 

DMH reported that for 5 of the 11 of the procedure codes that can be billed 

this way, it relied on the edit in MMIS that limits the total amount paid per 

client per day to $700. However, one of these five DMH procedure codes was 

not covered by the MMIS edit that enforces this limit, therefore this control 

was not working for this code. For the remainder of the pay-as-billed codes 

that are not covered by the $700 per day limit, DMH ran monthly reports to 

verify amounts being billed. These reports compare total dollars billed by 

each DA to either a spreadsheet of individual client budgets or to rates based 

on a budget approval process or a rate setting process. For these pay-as-billed 

procedure codes, the monthly reports showed enough detail to determine if 

claims were in line with approved rates.  
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Objective 2:  Evidence of Widespread Duplicate Payments to DAs 

Absent, but Prevention and Detection Methods Could Be Improved 

Our analyses of potential duplicate Medicaid claims paid to the DAs did not 

find evidence of widespread payments for duplicate services, but DAIL and 

DMH’s prevention and detection processes could be improved. The three 

DAs we visited had documentation or could provide adequate explanations 

for most of the 2,400 potential duplicate claim lines we reviewed. 

Nevertheless, we observed four types of conditions that resulted, or could 

have resulted, in the State paying for duplicate services for the same client 

performed on the same date.  

1. DAs were paid for an inclusive rate service as well as for a separate 

service covered by this rate.  

2. DAs were inappropriately paid when clients were in a hospital or 

nursing facility.  

3. DMH paid multiple providers for the same type of service for the 

same client on the same dates of service. 

4. Documentation at the DAs did not always explicitly support that the 

second and subsequent instances of the same MH service provided to 

the same client on the same day were for separate activities.  

In addition, while the state employs various mechanisms to prevent or detect 

duplicate payments for services provided to DD and MH clients, including 

policies that define what is and is not allowed, system edits that prevent 

potential duplicate claims from being paid, and periodic post-payment 

reviews, each of these could be improved.  

Payments to DAs 

Section 1902(a)(30)(A) of the Social Security Act, as amended requires that 

states provide methods and procedures to safeguard against unnecessary 

utilization of care and services and assure that Medicaid payments are 

consistent with efficiency, economy and quality of care. Payments for the 

same service or types of service for the same client for the same dates of 

service would not meet this standard. We defined duplicate payments as 

those inappropriately made for (1) the same or similar type of service 

provided on the same day on behalf of the same client, (2) services paid on a 

per-service basis for a client who is also enrolled on the same day in a similar 

program that is funded on an inclusive rate basis, and (3) services paid to a 

DA for a client who is receiving services in a facility (e.g., hospital).  
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To identify possible duplicate payments for the same service or type of 

service provided to the same client on the same or overlapping dates of 

service, we constructed a variety of tests (detailed in Appendix I) based on 

DAIL and DMH policies.20 We used our automated data analysis tool to 

apply these tests to Medicaid claims paid by the MMIS for services provided 

during fiscal year 2013. To determine whether the results of our automated 

data analysis included actual duplicates, we reviewed documentation and/or 

obtained explanations at three DAs of about 2,400 claim lines (in some cases 

we reviewed all of the claim lines in the test results while in others we 

reviewed a non-statistical sample). Because we targeted specific types of 

transactions with certain attributes, the results of our analyses cannot be 

projected to the entire population of DA claims in the MMIS. In addition, 

because we were testing the results of our automated data analysis and 

looking for systemic issues that could lead to duplication rather than 

evaluating the control environment of individual DAs, this report does not 

identify the DA in which a particular example is being used for illustrative 

purposes. 

For most of the potential duplicate Medicaid claim lines reviewed at the three 

DAs we were able to conclude based on their supporting documentation or 

explanations that the questioned claim lines were not duplications. However, 

our analysis disclosed four types of conditions that resulted, or could have 

resulted, in the state paying for duplicate services.  

DA Paid for Both an Inclusive Rate Service and for a Separate Service 

Covered by this Rate 

DAIL and DMH prohibit certain services from being charged when a DA is 

receiving an inclusive rate for a client. For example, DAs that are paid for 

clients receiving DD HCBS services cannot also charge for DD TCM for that 

client on the same date of service. DMH has similar restrictions. 

We found instances related to both DAIL and DMH inclusive rate programs 

in which DAs were paid for a FFS claim that was covered by the inclusive 

rate. Specifically, there were 98 DD fee-for-service claim lines at two DAs 

totaling about $4,000 in which the service was covered by the DD HCBS 

program. For example, one DA was paid a DD TCM claim line for a person 

who also received DD HCBS from that DA, a program that includes case 

management, so the state effectively paid twice for this service. In this and 

                                                                                                                                         
20  DMH recently revised one of its relevant policies, Medicaid Fee-For-Service Provider Manual 

effective July 1, 2014. Because the scope of our audit was fiscal year 2013, our work was 
performed based on the previous manual dated in 2004. Unless otherwise noted in the report, 
discussion of the DMH FFS provider manual refers to the 2004 document. 
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similar cases at another DA, it appears that the DAs were approved to 

provide and bill DD HCBS services retroactively and did not refund the 

earlier DD TCM billing as required.  

Regarding payments for mental health services, we identified 73 claim lines 

paid to three DAs totaling $8,256 in which they were paid for a service 

covered by an inclusive rate, such as C.E.R.T. or SBS. For example, a DA 

was paid $1,075 for community support and MH TCM services conducted at 

a school location at the same time that it was paid for providing C.E.R.T. 

services to the same client, which is prohibited. 

We also identified 1,899 potential duplicates in the paid claims data for one 

DA, totaling $729,452, in which there were claims for the same client on the 

same day for both SBS inclusive rate and SBS fee for service. Because this is 

allowed in some cases, we randomly chose a non-statistical sample of 60 

claims to review the supporting documentation. For 43 of the 60 claims, we 

were able to determine that the FFS claim was not a duplicate of the SBS 

inclusive rate claim. In six cases, the DA reported that a system error had 

caused claims to be incorrectly submitted.21 However, for the remaining 

eleven claims the DA did not provide requested information that would allow 

us to reach a conclusion about whether the claims were duplicates. We 

provided the claim data to DMH for their follow-up.  

DAs Inappropriately Paid When Clients Were in a Nursing Facility or 

Hospital 

DAIL and DMH limit the payment for certain services to DAs for clients that 

are located in a facility, such as a hospital or a nursing facility. Nevertheless, 

we found DA claims that were paid even though the client was in such a 

facility. In many of these cases, the DAs explained that they were unaware 

that the client was in a nursing facility or hospital. In others, it appeared that 

it was an oversight. 

 Clients Residing in Nursing Facilities.  DAs are prohibited from billing 

the DD HCBS rate or DD TCM for clients in a nursing facility. All three 

of the DAs were paid for DD HCBS and/or DD TCM claim lines for 

clients in a nursing facility. In total these three DAs were inappropriately 

paid $43,645 for 470 claim lines for clients in nursing homes. For 

example, a client was in a nursing facility for 38 nights, but the DA 

continued to bill the DD HCBS inclusive rate and was paid $8,650 during 

this timeframe. The Medicaid payment system, MMIS, did not have an 

edit to prevent such claim lines from being paid. 

                                                                                                                                         
21  In total the DA reported that 157 claims lines totaling $2,561.21 had been incorrectly submitted. 
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 Clients in Hospitals.  DAIL and DMH limit the services that DAs can bill 

for clients that are hospitalized. In the case of DAIL’s DD TCM program 

and DMH’s MH services, only services related to discharge planning can 

be charged. However, the three DAs had 101 claim lines totaling about 

$10,380 in which the documentation did not support that the service 

pertained to discharge planning. Regarding DAIL’s DD HCBS claims, if 

a client is in a hospital, the DA is to reduce the amount paid under the DD 

HCBS rate to cover only personal care type services through home 

supports, service planning, and administration for up to 30 days of 

hospitalization. However, the DAs did not always reduce the DD HCBS 

daily rate as required. For example, a client was hospitalized for four 

nights, but the DA did not reduce the DD HCBS daily rate as required.  

DMH Paid Multiple Providers for the Same Type of Service for the 

Same Client on the Same Dates of Service 

Although DMH’s inclusive rate programs cover a group of services, there 

were cases in which other providers were paid for services that were 

otherwise covered in the inclusive rate paid to the DA. DMH does not have a 

process in place to determine whether the services covered by an inclusive 

rate that are provided by another DA or non-DA providers are valid.  

 CRT Program. Under the CRT program, a client is assigned a “home” 

DA from whom it receives MH services and for which the DA is paid an 

inclusive rate. However, for claims for dates of services in fiscal year 

2013, there were 38 instances ($7,790) of a DA that was not the client’s 

“home” DA being paid for a FFS MH claim. For example, one DA was 

paid $2,366.70 to provide five emergency evaluations to CRT clients 

assigned to another DA. The CRT inclusive rate covers emergency 

evaluations; therefore the CRT rate paid to the “home” DA included the 

service for which the other DA was paid.   

 Private Non-Medical Institutions.  In the case of DA clients that lived in 

Private Non-Medical Institutions (residential treatment programs for 

children and adolescents that may or may not be operated by a DA), we 

could not determine whether or the extent to which DAs were paid for 

services also provided by these institutions. According to the DMH 

Medicaid fee-for-service manual, the per-diem rate for this program 

includes a comprehensive spectrum of mental health services and 

therefore no other MH claims are reimbursable for clients in these 

institutions. However, we identified 375 potential duplicate claim lines 

(totaling about $40,000) in which a DA was paid for a mental health 

service for a client located in a Private Non-Medical Institution. When we 

brought this to the attention of DMH officials, they stated that each 
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Private Non-Medical Institution provides different services and therefore 

some of the mental health claim lines may have been allowable if that 

particular institution did not provide those services. However, DMH did 

not have documentation of what services were covered by each 

institution’s per-diem rate. Accordingly, we were unable to determine the 

extent to which the FFS MH services paid to DAs for clients in a Private 

Non-Medical Institution were appropriately or inappropriately paid.  

 EFT Program.  We identified 383 claim lines in which the DA received 

payment for EFT, which provides a package of intensive home and 

community-based mental health services to children and their families, 

while at the same time another provider was paid for a FFS claim for a 

MH service to that same client. We provided 15 of these claim lines to an 

official from DMH’s children’s unit for review. According to this official, 

four of the 15 claim lines were incorrectly paid to the other provider 

because the service was covered by the EFT inclusive rate paid to the 

DA. In an example of one of these claims, a DA was paid $427.07 to 

provide EFT services, which include psychotherapy. A different, non-DA 

provider was paid $91.18 to provide one hour of psychotherapy for the 

same client on the same date of service. According to an official in 

DMH’s children’s unit, only a review of the documentation supporting 

the FFS claim and the individual’s service plan can determine whether the 

service to the client by the other provider was already being paid for 

through the EFT payment to the DA. 

Claims for Repeat Services on the Same Day Not Always Supported 

For certain procedures, a DA can be paid for multiple instances of the same 

service being performed for the same client on the same day. In these 

circumstances, the claim lines submitted by the DAs include procedure code 

modifiers 76 or 77.22 These modifiers identify claim lines as the second or 

subsequent instances of the same service provided to the same client on the 

same day and therefore the edits in the MMIS will not deny payment of these 

claim lines as duplicates. Almost 50,000 claim lines with modifiers 76 or 77 

were paid to the DAs for dates of service in fiscal year 2013 for about $7.2 

million. 

We reviewed 180 sets of claim lines using one or more of these modifiers (60 

at each of the three DAs visited) to determine whether separate services were 

                                                                                                                                         
22  Modifier 76 is supposed to be used for a repeat procedure by the same provider while modifier 77 is 

used if it is a different provider. 



 

 

 Page 19 

  

provided.23 There were errors in 15 of these sets in which a service should not 

have been charged. For example, one DA was paid for six claim lines that 

were duplicate transactions. Officials at this DA could not always explain 

why this had occurred, but in some cases the errors appeared to have been 

caused by a mistake that happened when a correction to the original claim 

was being made.  

In over half of the claim sets reviewed, the DA documentation was not 

specific enough to draw a conclusion about whether a separate service had 

been provided or whether the billings were duplicative or otherwise 

unallowable. The DMH fee-for-service provider manual24 requires DAs to 

maintain documentation of the services provided, including a requirement to 

describe in narrative form the activities that they perform in support of a 

client. The manual states that if a DA chooses to use a monthly summary, it 

must provide sufficient information to be an audit trail to billed Medicaid 

services. According to the manual, all clinical and support notes must include 

the date the service was rendered and a summary of the service rendered. In 

addition, the manual states that checklists without narrative are not acceptable 

as clinical or support notes. Moreover, the manual requires that the provider’s 

time sheet match Medicaid billing and the client’s individual clinical record. 

We were able to match DA time sheets to MMIS mental health billings in 

almost all cases. However, we were often unable to link these time sheets to 

individual clinical records because the records did not (1) summarize the 

service rendered or (2) include the dates of the services provided. In the first 

case, at one DA the clinical records for 12 percent of the claim lines reviewed 

in our modifiers 76/77 test did not describe the activity performed for the 

client. At times the clinical record was just a checklist without narrative 

support or the narrative simply listed the name of the procedure code being 

charged and did not describe the specific service the staff member provided. 

In the second instance, all three DAs used weekly or monthly narrative 

summaries for some of the services they provided but these narratives usually 

did not include the dates associated with services provided. In such cases it 

was not possible to link a specific service to the time billed on the time sheet 

for a particular client. For example, at one DA a staff member recorded 

performing a MH TCM service 54 times for one client in May 2013.25 We 

                                                                                                                                         
23  These 180 sets were based on a non-statistical random selection of claim lines with modifiers 76 

and 77. 

24  Almost all of the 180 sets of claims that we reviewed were mental health FFS claims. 

25  Each of these charges were recorded on the staff member’s time sheet as well as submitted to the 
MMIS as a claim. 



 

 

 Page 20 

  

could only identify one specific meeting (undated) in the case manager’s 

monthly progress note. The rest of the narrative provided general statements 

like she “continued to maintain contact” with certain individuals, such as the 

client or the parent. The lack of dates and specificity in the narrative 

descriptions leads to the risk that a staff member could charge for services not 

provided and it would not be detectable.  

 

Another risk pertained to the amount of time recorded by DA staff members 

in their time sheets for an individual activity and whether it could be 

manipulated to result in an additional number of claims billed to Medicaid. 

According to the DMH fee-for-service provider manual, one minute to 14 

minutes of service is one unit and 15 minutes to 30 minutes is two units.26 If a 

30-minute service was billed as two 15-minute services, the provider would 

receive twice the payment, four units instead of two (four units of MH TCM 

in fiscal year 2013 was $95.68 versus $47.84 for two units). In the case 

above, 53 of the 54 procedures claimed by the staff member in one month 

were listed as 15 minutes of service (two units), and there were 18 days in 

which two or more MH TCM 15-minute claims were submitted to the MMIS. 

Since the summary narrative did not include specific dates and services 

provided, we could not determine whether the multiple charges for each day 

were for separate activities on the part of the staff member. 

Duplicate Claim Prevention and Detection 

The State employs various mechanisms to prevent or detect duplicate 

payments for services provided to DD and MH clients, including policies that 

define what is and is not allowed, system edits that prevent potential 

duplicate claims from being paid, and periodic post-payment reviews. 

However, each of these techniques has flaws and limitations. 

DAIL and DMH Policies 

Under the fiscal year 2013 master grant agreements, DAs are required to 

maintain a financial system that provides adequate fiscal control and ensures 

the accuracy of financial reporting. In addition, the agreements require the 

DAs to follow various State funding and administrative regulations, including 

Medicaid provider manuals and program guidelines that are specific to the 

DAIL developmental disability and DMH mental health programs.  

                                                                                                                                         
26  DMH does not allow DAs to bill for targeted case management for services provided for 1-14 

minutes (or one unit). 
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DAIL’s DD Medicaid provider manual was issued in 199527and some of its 

requirements have been superseded. To illustrate, based on the 1995 manual, 

a DA should charge two units for a service between 15-30 minutes. However, 

a modification of the Medicaid State Plan, effective in 2008, and the DD rate 

chart states that one unit should be charged for 15 minutes for DD TCM 

services. The three DAs we visited stated that their understanding was that 

two units should be charged for a 15-minute service based on the provider 

manual. Moreover, DAIL officials provided contradictory interpretations 

about whether one or two units should be charged for a 15-minute service. 

Since DD TCM claim lines are paid on a per-unit basis,  DAs could be 

receiving double the reimbursement for these types of claims (two units 

instead of one). Although our testing did not directly address how often the 

DAs charged two units for 15 minutes of DD TCM, we did identify examples 

in which this occurred.28 In another example, in some cases the DAIL 

provider manual prohibits DAs from charging certain codes if the client is in 

the Vermont State Hospital. However, this hospital became defunct in 2011 

and its functions have been taken over by other entities. According to a DAIL 

program manager, DAIL did not send out any specific instructions to the DAs 

regarding how they were supposed to apply the criteria in the DAIL DA 

provider manual given the change in circumstances.29 According to DAIL’s 

three-year Vermont State System of Care Plan for DD services effective July 

1, 2014, one of the department’s planned actions is to develop a work plan 

and timeline to provide updates to policies and guidelines, including its DD 

provider manual. 

DMH’s provider manuals and program guidelines were more recent30 and the 

Department recently issued an update to its FFS provider manual, effective 

July 1, 2014. However, neither the new FFS provider manual nor the CRT 

provider manual explicitly address how the DAs should be paid for related 

MH services provided to clients for whom another DA is receiving an 

inclusive rate (e.g., CRT, EFT). Specifically, the manuals do not address 

whether or under what circumstances the DA that provided the service, but 

                                                                                                                                         
27  Division of Mental Retardation Medicaid Manual, July 1, 1995. 

28  For claims with dates of service in fiscal year 2013, the three DAs were paid $74,000 for about 
3,000 DD TCM claims lines that were for two units. It is not possible to determine how many of 
these claims were for 15 minutes without looking at the documentation supporting each claim since 
a DA could also receive two units for 16-30 minutes of service. 

29  This program official pointed out that DAIL’s 2013 System of Care Plan stated that DD HCBS 
funding cannot be continued when a client is in a psychiatric hospital.  

30  Medicaid Fee-For-Service Procedures Manual, effective January 1, 2004; Community 
Rehabilitation and Treatment (CRT) Program Designated Agency Provider Manual, Third Edition, 
March 2004; and Guidelines and Procedures for Home and Community Based Enhanced Family 
Treatment, September 2010. 
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was not paid the inclusive rate, can either submit a claim to Medicaid or seek 

payment from the other DA.  

MMIS Edits  

The HP Enterprise Service’s MMIS processes non-drug claims against 

hundreds of edits31 and audits32—called Error Status Codes (ESC). ESCs are 

pivotal to ensuring the integrity of the Medicaid payment process because 

they check the validity of claims before payment is made. Once the system 

determines that a claim line meets the criteria in the ESC and “sets” the edit, 

a table in the system determines the disposition of the claim line (e.g., may 

deny payment of the claim line or suspend payment until further review by an 

HP Enterprise Services employee). 

We identified and reviewed the logic of 20 ESCs that pertained to our 

duplicate payment objective.33 Examples of such ESCs are those that  (1) 

check for duplicate and near-duplicate professional service claims, (2)  

prevent DAs from billing MH claims for CRT clients, and (3) limit the 

number of claims that can be billed for certain procedure codes to once a day 

or once a month. 

Nine of the 20 ESCs appeared to be set up in a manner that would achieve 

expected results (would set or not set the ESC appropriately for a given 

claim). However, there were 11 ESCs that included many, but not all, 

relevant procedure code/modifier combinations.  

These missing procedure code/modifier combinations in the ESCs accounted 

for some of the duplicate payments found. For example, there are two ESCs 

that work in concert to check whether a provider has inappropriately charged 

a FFS claim line during the same dates of service as a DD HCBS or EFT 

claim and vice versa. These ESCs did not include all of the relevant 

procedure codes, and there were FFS claims paid with these missing 

procedure code/modifier combinations for the same client on the same dates 

of service as a DD HCBS claim. Similarly, the ESC designed to prevent DAs 

                                                                                                                                         
31  An edit is a computer system inspection of claim data for validity, accuracy and the relationship of 

information within the claim.  

32  An audit compares each new claim to the beneficiary’s claims history. For example, a limitation 
audit checks whether a beneficiary has exceeded certain criteria, such as the number of units (e.g., 
office visits or type of procedure) allowed in a given period of time.  

33  We reviewed the ESCs rules as set forth in the HP Enterprise Service’s procedure manual, checked 
for consistency with these rules by reviewing the MMIS tables that support the ESCs, determined 
the disposition of claims that “set” the edit, and inquired of HP Enterprise Services claims 
personnel. We did not review the programming code in the system itself. 
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from being paid for separate claims for mental health services for CRT 

clients did not include all relevant procedure codes/modifier combinations. 

As a result, the three DAs we visited had been paid for FFS mental health 

claim lines for CRT clients that would have been denied had these procedure 

code/modifier combinations been in place. 

DAIL and DMH review the MMIS ESCs on an ad hoc and as needed basis. A 

more regular schedule for reviewing the ESCs that are pertinent to DAIL and 

DMH would provide more assurance that the logic and coding used in the 

ESCs are up-to-date. This is particularly advisable since DMH has just issued 

a new MH FFS provider manual and DAIL is planning on revising its DD 

provider manual. 

DAIL and DMH Post-Payment Reviews of DA Billing 

Some DAIL and DMH billing prohibitions cannot be detected unless 

supporting documentation is reviewed. For example, to determine whether 

DAs are limiting their billing for services related to discharge planning 

provided to clients that are in hospitals requires reviewing client records, 

because there is no procedure code that is exclusive to discharge planning. In 

other cases, according to DMH officials, whether a DA is allowed to bill for 

MH services is dependent upon the individual’s service plan.   

The DAIL 1995 DD provider manual and the DMH CRT and FFS provider 

manuals (both previous and new version) call for audits of DA billed services 

to ensure that the DAs have sufficient support for their charges (to be 

conducted annually in the case of DD and FFS MH and periodically in the 

case of CRT). However, as previously described, the scope of the current 

DAIL and DMH reviews of DA documentation that support their billed 

services was limited. These reviews encompassed only certain programs and 

focused on quality management and meeting standards. The reviews did not 

routinely include reviewing the validity of claims that DAs have submitted 

and whether they were allowable. In addition, there was no process in place 

to perform post-payment comparisons of related services provided to the 

same client by multiple providers in order to identify providers that are 

billing for services covered by inclusive rates paid to other providers. 

Conclusions  

DAIL and DMH paid the 11 DAs $264 million in fiscal year 2013 to provide 

services that are critical to the wellbeing of Vermonters with developmental 

disabilities and mental illnesses. These departments perform oversight of the 

DAs in a variety of ways, including periodic quality management reviews. 
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However, these oversight mechanisms generally did not include a systematic 

comparison of budgeted to actual services for inclusive rate programs. 

Without such comparisons, DAIL and DMH cannot ensure that clients are 

receiving the planned services and that the payments being made reflect the 

services being performed and are not too much or too little.  

On a positive note, although we found some payments for duplicate Medicaid 

claims involving the DAs, they were not widespread. Nevertheless, one 

concern was that for those sets of claims that involved multiple payments for 

the same service to the same client on the same day, DA documentation was 

often not specific enough to draw a conclusion about whether a separate 

service had been provided or whether the billings were duplicative or 

otherwise unallowable. Moreover, while both DAIL and DMH utilized 

mechanisms that would prevent and detect duplicate payments, 

improvements in policies, system edits, and post-payment reviews are 

warranted.  

Recommendations 
We recommend that the Commissioner of the Department of Disabilities, 

Aging and Independent Living: 

1. Develop a mechanism to determine the extent to which clients are 

receiving services, including the number, types, and frequency, for 

which DAIL is paying an inclusive rate to the DAs. For example, this 

mechanism could entail developing a system that tracks actual 

services against individuals’ service plans or requiring DAs to 

periodically submit comparison data to DAIL. 

2. Except for DD HCBS, develop a process to perform periodic detailed 

confirmation, on at least a sample basis, that the amount approved 

equals the amount the DAs billed for services that are coded as pay-

as-billed in the MMIS. 

3. Update its DA provider manual related to developmental disability 

programs to reflect current practices. In the interim, written 

communication should be expeditiously sent to the DAs to specify the 

number of units that can be charged for 15 minutes of DD TCM 

services. 

4. Request and help develop an ESC that prevents DD HCBS or DD 

TCM claims from being paid when a client is in a nursing home.  
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5. Periodically review the ESCs that pertain to DAIL programs, 

including, at a minimum, immediately after the planned revision to 

the DD provider manual is completed. 

6. Include as part of the re-designation review/quality management 

reviews, procedures that check whether DA DD claims meet DAIL 

billing requirements and billing limitations, and whether claim 

documentation meets DAIL standards and seek reimbursement, as 

appropriate.  

We recommend that the Commissioner of the Department of Mental Health: 

1. Develop a mechanism to determine the extent to which clients are 

receiving services, including the number, types, and frequency, for 

which DMH is paying an inclusive rate to the DAs. For example, this 

mechanism could entail developing a system that tracks actual 

services against individuals’ service plans or requiring DAs to 

periodically submit comparison data to DMH. 

2. Develop a list of services that each Private Non-Medical Institution 

can and cannot bill and evaluate whether an MMIS ESC can be 

implemented to prevent DAs from charging for similar services 

already provided by these institutions. 

3. Issue instructions to the DAs specifying under what circumstances a 

DA can bill for services performed on the same day for the same 

client in 15-minute increments and about whether or to what extent 

the DA that provides services to a client for whom a different DA 

receives an inclusive rate can bill Medicaid for those services. 

4. Review the ESCs that pertain to DMH programs and ensure that they 

are up-to-date in light of the new MH FFS provider manual and, in 

the future, periodically review the ESCs to ensure that they remain 

current. 

5. Include as part of the re-designation review/quality management 

reviews, procedures that check whether DA MH claims meet DMH 

billing requirements and billing limitations, and whether claim 

documentation meets DMH standards and seek reimbursement, as 

appropriate.  
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Managements’ Comments 
The Commissioner of DAIL provided written comments on a draft of this 

report on October 1, 2014, which is reprinted in Appendix IV. The 

Commissioner of DMH provided written comments on a draft of this report 

on October 3, 2014, which is reprinted in Appendix V. Both DAIL and DMH 

agreed with the accuracy of the overall content of the report, but provided 

technical comments. Our evaluations of these technical comments are 

contained in the appendices. 

-   -   -   -   - 

In accordance with 32 V.S.A. §163, we are also providing copies of this 

report to the commissioner of the Department of Finance and Management 

and the Department of Libraries. In addition, the report will be made 

available at no charge on the state auditor’s website, 

http://auditor.vermont.gov/.
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To address our first objective, we obtained and reviewed a variety of 

documents that describe how DAIL’s developmental disability and DMH’s 

mental health programs worked, the basis for payments made to the DAs, and 

how the departments performed oversight. For example, we reviewed the DA 

master grant agreements, the DA re-designation manual, spreadsheets that 

summarize DD HCBS clients’ approved services, and reports used to 

compare planned versus actual DA CRT services. In addition, we reviewed 

the results of recent re-designation and quality management reviews 

performed by DAIL and DMH. We also interviewed DAIL and DMH 

program, financial, and quality management officials. 

To address our second objective, we obtained an extract of MMIS Medicaid 

claims data from HP Enterprise Services for dates of service in fiscal year 

2013 that had been paid as of November 13, 2013. We imported the MMIS 

claims extract file into our automated data analysis tool, IDEA
®
. We 

reviewed this data for reasonableness, such as confirming that the data was 

not garbled and that the contents of the fields were reasonable (e.g., that the 

“from” dates of service were not subsequent to the “to” dates of service). We 

also confirmed that the dates of service in the file were consistent with fiscal 

year 2013 and checked a sample of the claims against the on-line MMIS data 

and confirmed that the data was the same. We determined that the MMIS 

claims extract was sufficiently reliable for the purpose of our objective.  

We used IDEA
®
 to perform a variety of tests to identify potential duplicate 

payments.34 We designed these tests by reviewing DAIL and DMH DA 

provider manuals and program guidelines. In addition, we validated our 

understanding of the requirements and exceptions outlined in these 

documents as well as the relevant MMIS procedure code and modifier 

combinations through discussions with DAIL and DMH program and 

financial officials. 

The following are the categories of tests that we performed: 

 Claims for the same client, same date of service, and same procedure 

code/modifier combination. 

 Claims for inclusive rate procedure code/modifier combinations (e.g., 

DD HCBS, EFT) that were for the same client on the same date of 

                                                                                                                                         
34  We defined duplicates payments as those inappropriately made for (1) the same or similar type of 

service provided on the same day on behalf of the same client, (2) services paid on a per-service 
basis for a client who is also enrolled on the same day in a similar program that is funded on an 
inclusive rate basis, and (3) services paid to a DA for a client who is receiving services in a facility 
(e.g., hospital). 
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service as other claims for services that are included as part of the 

inclusive rate.  

 Claims for DD and MH services for clients that were located in 

facilities, such as hospitals and nursing facilities, on the same dates of 

service. 

 Claims that used modifiers 76 or 77, which identify claim lines as the 

second and subsequent instances of the same service provided to the 

same client on the same day. 

Once we identified potential duplicate claims, we visited three DAs— Health 

Care and Rehabilitation Services of Southeastern Vermont, HowardCenter, 

and Washington County Mental Health Services—which are the DAs that 

received the most State payments in fiscal year 2013. We provided these DAs 

with copies of the results (in some cases a non-statistical sample of the 

results) and requested supporting documentation or explanations. As needed, 

we also sought additional clarification from DAIL and DMH staff on how to 

interpret their criteria in light of the DAs’ supporting documentation. 

In all we reviewed the documentation or requested explanations supporting 

499 claim lines at Health Care and Rehabilitation Services of Southeast 

Vermont, 970 claim lines at HowardCenter, and 924 claim lines at 

Washington County Mental Health Services. Because we targeted specific 

types of transactions with certain attributes, the results of our analyses cannot 

be projected to the entire population of DA claims in the MMIS. 

As part of objective two, we also analyzed 20 MMIS error status codes that 

we identified as potential duplicate payment controls. These ESCs generally 

fell into four categories:  (1) ESCs specifically designed to look for duplicate 

or near duplicate claims, (2) ESCs that limited the number of times certain 

procedure code/modifier combinations could be charged in a given month or 

day, (3) ESCs that prevent certain procedure code/modifier combinations to 

be claimed on the same date of service as other procedure code/modifier 

combinations, and (4) ESCs that limit the amount that can be claimed for 

certain types of services on a given day.  

To perform this analysis, we reviewed the ESC rules as set forth in the HP 

Enterprise Services’ procedure manual and checked that the tables in the 

MMIS were consistent with these rules. We also inquired of HP Enterprise 

Services claim personnel and DAIL and DMH staff members. We did not 

review the programming code in the system itself. 
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We performed our work between September 2013 and August 2014 primarily 

at the offices of DAIL and DMH in Williston and Montpelier, respectively. 

We also conducted site visits to Health Care and Rehabilitation Services of 

Southeastern Vermont in Springfield, HowardCenter in Burlington, and 

Washington County Mental Health Services in Barre. We conducted this 

performance audit in accordance with generally accepted government 

auditing standards, which 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.
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C.E.R.T. Concurrent with Education; Mental Health Rehabilitation and 

Treatment 

CRT  Community Rehabilitation and Treatment 

DA  Designated Agency 

DAIL Department of Disabilities, Aging and Independent Living 

DD  Developmental disability 

DMH Department of Mental Health 

EFT Enhanced Family Treatment 

ESC Error status code  

FFS  Fee-for-service 

HCBS  Home and community based services 

MH Mental health 

MMIS  Medicaid Management Information System 

SBS  Success Beyond Six 

TCM  Targeted Case Management 
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DA Location 

Total Fiscal 

Year 2013 

Payments (in 

millions)
a 

Clara Martin Center
b Randolph $      7.8 

Counseling Service of Addison County Middlebury 17.3 

Health Care and Rehabilitation Services of Southeastern Vermont Springfield 36.8 

HowardCenter Burlington 69.7 

Lamoille County Mental Health Services Morrisville 12.1 

Northeast Kingdom Human Services Newport 28.9 

Northwestern Counseling and Support Services St. Albans 29.9 

Rutland Mental Health Services Rutland 23.8 

United Counseling Services Bennington 12.7 

Upper Valley Services
c White River 

Junction 
14.4 

Washington County Mental Health Services Montpelier 48.6 

Total, all DAs  $ 301.9
d 

s Derived from a MMIS file of claims with dates of service in fiscal year 2013 and the State’s primary 

financial system, VISION. We did not audit these amounts. 
b Clara Martin Center is not under contract with the state to perform DD services. 
c Upper Valley Services is not under contract with the state to perform MH services. 
d Does not add due to rounding.
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See comment 2 

on page 38 

See comment 1 

on page 38 

See comment 3 

on page 38 

See comment 4 

on page 38 

See comment 5 

on page 38 
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See comment 6 

on page 38 

See comment 7 

on page 38 

See comment 8 

on page 38 

See comment 9 

on page 38 

See comment 10 

on page 38 
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See comment 11 

on page 38 

See comment 12 

on page 38 

See comment 13 

on page 38 
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See comment 14 

on page 38 
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The following presents our evaluation of comments made by the 

Commissioner of the Department of Disabilities, Aging and Independent 

Living. 

Comment 1 No change to the report was made as we believe that the possibility of misinterpretation 

is unlikely. 

Comment 2 Clarified language in report.  

Comment 3 Clarified language in report 

Comment 4 Revised language in report. 

Comment 5 Added footnote 10. 

Comment 6 Corrected. 

Comment 7 Corrected. 

Comment 8 Based on additional discussion with a DAIL quality management official, added 

DAIL’s Guidelines for the Quality Review Process of Developmental Disability 

Services to Table 2. 

Comment 9 The monthly service data is submitted electronically to the Department of Health. 

Comment 10 Added information regarding DAIL access to DA’s monthly service data as well as 

footnote 15 to specify the types of DD services that are not included in this data. 

Comment 11 Clarified language in report.  

Comment 12 Wording in the report was not changed as this sentence also pertains to DMH programs, 

not just the DAIL program cited.  

Comment 13 Corrected. 

Comment 14 Clarified language in report. 
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See comment 1 

on page 43 

See comment 3 

on page 43 

See comment 2 

on page 43 

See comment 4 

on page 43 

See comment 5 

on page 43 
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See comment 6 

on page 43 

See comment 7 

on page 43 

See comment 8 

on page 43 
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The following presents our evaluation of comments made by the 

Commissioner of the Department of Mental Health. 

Comment 1 According to DMH’s Medicaid Managed Care Quality Plan, the agency review is part 

of the re-designation process.  

Comment 2 Based on additional communication with DMH regarding their budget reports, no 

change was made to the report. 

Comment 3 Changed language to reflect that the EFT self-audit process was not performed in fiscal 

years 2011 – 2013. 

Comment 4 The sentence to which DMH refers is a statement of the current condition. While our 

recommendation does not mandate a technology solution, we continue to conclude that 

without a systematic comparison of budgeted to actual services that DMH cannot 

ensure that clients are receiving the planned services and that payments being made 

reflect the services being performed and are not too much or too little. 

Comment 5 Added DMH’s statement regarding the System of Care Plan. However, as Table 2 

shows, DMH looks at only a few charts at each DA every four years. Accordingly, the 

minimum standards chart review process referenced in DMH’s comments does not 

provide a systematic way for DMH to determine if services provided were in line with 

the individuals’ service plans. 

Comment 6 Added footnote 18. 

Comment 7 Added language to the report that the services in question were performed at a school 

location.  

Comment 8 Under the CRT inclusive rate program, the “home” DA receives a set monthly payment 

to cover all mental health services to CRT clients, including emergency services. 

Therefore, if another DA is paid for an emergency service involving the CRT client of 

the home DA the State has effectively paid for that service twice. While DMH has a 

process in place in which it may adjust a DA’s CRT rate based  on actual services 

provided, this process considers the  DA’s overall (not individual) CRT budget. 

Accordingly, the circumstance referenced by DMH meets our definition of duplicate 

payments.  
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