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Background and Criteria
The Texas Health and Human Services Commission Office of the Inspector General (HHSC-OIG)
contracted Myers and Stauffer LC (Myers and Stauffer) to conduct audits of Medicaid claims billed by
providers and paid by the state Medicaid program. Santa Cruz Adult Day Care (Provider) was selected by
the Texas HHSC-OIG for Myers and Stauffer to perform a claims audit. The audit focused on paid adult
day care claims having dates of service during the period of September 1, 2016, through April 30, 2018.
Day Activity and Health Services (DAHS) facilities provide services to individuals residing in the
community to prevent premature or unnecessarily prolonged placement in institutions. Services are
designed to address the physical, mental, medical, and social needs of individuals through the provision
of rehabilitative/restorative nursing and social services, which improve or maintain a person's level of
functioning. The individual is able to remain in a family environment, thereby allowing the family a
measure of normalcy for their daily activities.
Healthcare Common Procedure Coding System (HCPCS) procedure code S5101 is the appropriate code
for a provider to utilize and bill when providing day care services for an adult, per half day. Claims for
adult day care services should comply with the Texas Administrative Code (TAC) and the DAHS Provider
Manual.

Audit Objective
The objective of the claims audit was to determine whether adult day care claims billed to, and paid
under, the state Medicaid program were in accordance with applicable state and federal Medicaid laws,
regulations, rules, policies, and contractual requirements. The specific state and federal Medicaid laws,
regulations, rules, policies, and contractual requirements to be tested were agreed to by the Texas
HHSC-OIG in the approved audit test plan.

Sampling Overview
Adult day care services are typically “span billed”, meaning one claim line may include multiple dates of
service. As a result, Myers and Stauffer performed a procedure to expand the claims universe in order to
separately identify individual units of service (half dates of service) that could be audited. Doing so
reduced the burden on the Provider and the Texas HHSC-OIG while creating a more efficient and
effective audit — including the ability to develop a statistically valid random sample upon which the
audit results can be extrapolated.
The procedure Myers and Stauffer performed focused on the number of units of service paid in relation
to the number of weekdays on the claim line in question. This resulted in each claim line being labeled
as one of the following three types: Half Days, Full Days, and Other.
Half Days: Indicates a 1:1 ratio of units of service billed to weekdays on the claim line. (e.g., 1
unit of service billed on claim line with 1 date of service indicating a half-day [1 unit] of service
was provided on the weekday.)
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Full Days: Indicates a 2:1 ratio of units of service billed to weekdays on the claim line. (e.g., 10
units of service billed on claim line with 5 dates of service indicating a full-day [2 units] of service
was provided for each weekday.)
Other: Indicates ratios other than 1:1 or 2:1, meaning auditors would not be able to determine
how audited unit(s) of service may or may not be applied to a particular date of service on the
claim line.
The final claims universe only included claims that were labeled within the Half Days or Full Days
categories. Claims in the Other category were excluded from the audit universe.
A statistically valid random sample was selected from the Half Days and Full Days labeled claims (claims
universe) provided by the Texas HHSC-OIG. The universe included 24,644 units of service during the
period of September 1, 2016, through April 30, 2018. The Provider was reimbursed a total of $393,405
for services provided to 47 unique recipients. The sample included 38 unique recipients with 105 units of
service during the period of review. The Provider was reimbursed a total of $1,675 for these 105 units of
service.

Audit Process
Scope
The scope of this audit includes the review of individual units of service of HCPCS procedure code S5101
billed and paid for dates of service during the period of September 1, 2016, through April 30, 2018.
In gaining an understanding of internal controls, we limited our review to the Provider’s overall internal
control structure significant to the audit objective. We determined significant internal controls to the
audit objective included:
Control Environment: The foundation for an internal control system. It provides the discipline
and structure to help an entity achieve its objectives.
Control Activities: The actions management establishes through policies and procedures to
achieve objectives and respond to risks in the internal control system, which includes the
entity’s information system.
Monitoring: Activities management establishes and operates to assess the quality of
performance over time and promptly resolve the findings of audits and other reviews.

Methodology
We conducted this performance audit in accordance with Generally Accepted Government Auditing
Standards (GAGAS) and applicable TAC rules, including 1 TAC §371.1719, as appropriate. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to
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provide a reasonable basis for our findings and conclusions based on our audit objectives. Audit testing
was performed to verify compliance in the following areas:
Facility Level:
o

o

o

o

o

o

o

o

Verify the facility was providing service at least 10 continuous hours each day, five days
a week (Monday through Friday), except for published holidays by obtaining and
reviewing documentation to support hours during the period under review.
Verify proper credentials and qualifications were met for staff providing services during
the period under review by obtaining and reviewing personnel records.
Verify the Provider performed employee background checks, as well as searches of the
Employee Misconduct Registry and Nurse Aide Registry, prior to the offer of employment
during the period under review by obtaining and reviewing personnel records. If unable
to verify these items were performed by the Provider, we will perform:


A search of the Employee Misconduct Registry on the Department of Aging and
Disability Services website to verify.



A search of the Nurse Aides Registry to verify.

Verify facility was operating within licensed capacity by obtaining and reviewing the
provider enrollment agreement or similar documentation to compare with attendance
and staffing records for dates sampled.
Verify the facility participates in the Child and Adult Care Food Program (CACFP) per the
CACFP contract and Letter of Participation during the period under review.
Verify food service was provided by obtaining and reviewing a menu for a sample
month(s) within the period under review.
Verify social activities were provided of at least three activities per day per the review of
the social activities calendar for a sample month(s) within the period under review.
Verify compliance with transportation requirements by obtaining and reviewing daily
transportation and mileage records for a sample month(s), vehicle inspection report, and
vehicle registration form during the period under review.

Claims Level:
o

o

Verify individuals were receiving and signing individual rights in a language understood
by obtaining and reviewing records for the sampled individuals.
Verify services were supported by required DAHS forms by obtaining and reviewing the
following for the sampled individuals:


Health Assessment/Plan of Care/Individual Service Plan (Form 3050 or similar).
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o

o

o

o



Prior Approval form (Form 2101) legibly signed by a credentialed nurse.



Physician Orders (Form 3055) legibly signed by a Medicaid participating
physician and not stamp dated.

Verify services were accurate and sufficiently detailed to document the extent of services
provided by obtaining and reviewing individual files and service delivery records for the
sampled individuals.
Verify services were billed appropriately by obtaining and reviewing that the individual
health assessment plans of care, facility attendance records, and claims data during the
period under review met the following:


Three to six hours = one unit of service; greater than six hours = two units of
service.



No more than 10 units of service per week.



No less than three units of service per week.



Maximum in calendar month is 46 (within 23 calendar days).

Verify facility was operating with the required ratio of staff to individuals by obtaining
and reviewing attendance and staffing records to compare with claims data for dates
sampled.
Verify services were not billed after an individual’s death, and services were
appropriately suspended.

Inquiries, observations, inspection of documents and records, review of other audit reports, and/or
direct tests were performed to assess the design, implementation, and operating effectiveness of
controls determined significant to the audit objectives stated in the scope.
Based on the work performed, deficiencies in internal control were identified. It does not appear that
the Provider has controls in place to adequately review, document, and retain records to support that
the billed services were provided in accordance with required regulations. A lack of policies and/or
oversight of established policies creates an environment in which management or personnel are unable
to achieve the applicable control objectives and address related risks.

Audit Results
We believe the evidence obtained during the course of the claims audit provides a reasonable basis for
the findings and conclusions based on the audit objective. The audit was not intended to discover all
possible errors and any errors not identified within this report should not lead to a conclusion the
practice is acceptable. Due to the limited nature of the review, no inferences should be drawn from this
report with respect to the Provider’s overall level of performance.
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conference, the Provider’s point of contact indicated facility directors and registered nurses are
responsible for reviewing documentation for compliance to include monthly nursing notes and
overall accuracy of billing. However, based on the findings, this undocumented process
described during the entrance conference does not appear to be effective.
For finding four, the Provider has not placed sufficient emphasis on designing, implementing,
and/or effectively operating internal controls to ensure that all the Provider’s locations were
adequately staffed (at least one staff for every eight recipients, pursuant to State policy) when
providing services. Based on information provided verbally by the Provider’s point of contact
during the audit, it appeared that the Provider either does not have a policy to ensure
compliance for adequate staffing, or any applicable policies are not being implemented and/or
monitored for effectiveness.

Recommendations
The facility-level testing performed during this audit did not result in findings with corresponding
overpayment determinations; however, testing did identify the following:
The Provider did not submit documentation to demonstrate that all employee qualification
requirements have been met.
The Provider no longer maintains the registration information for vehicles utilized in the
performance of services included within the period of review.
Although these items did not result in findings with corresponding overpayment determinations, Myers
and Stauffer recommends the Provider conduct a review of their internal control processes in order to
prevent the occurrence of these items moving forward. Applicable policies pertaining to the above
recommendations can be found in Appendix B of this report.

Management’s Response
A draft copy of this report was sent to the Provider on April 16, 2021. The Provider responded on April
28, 2021. In its response, the Provider objected to the questioned claim lines and submitted additional
documentation for the claims by submitting additional physician orders, signed bill of rights documents,
signed plans of care, service notes, and employee time sheets. An exit conference was held on April 30,
2021, to discuss the preliminary findings.

Revised Findings Based on Management’s Response
After reviewing the Provider’s response and the additional documentation submitted, we revised the
findings, resulting in the number of questioned Medicaid paid units decreasing from the 96 identified in
the Preliminary Draft Audit Report to 68 Medicaid paid units of service. Findings were revised as follows:
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The Provider submitted recipient-signed bill of rights records that removed 1 finding for missing
rights documentation and 17 findings for the rights documentation being dated later than the
date of service under review.
The Provider submitted copies of recipient physician orders and plans of care that removed 24
findings for late forms, 1 finding for a missing form, and 18 findings for annual physician orders
not being documented.
The Provider submitted employee time sheets that removed 26 findings for failed ratio testing.
The Provider submitted a monthly nursing note that removed 1 finding for a missing service
note.

Final Determination of Overpayment
The Medicaid paid units of service with identified findings are listed in detail in Appendix A of this
report. The corresponding overpayment amount in Appendix A is only applicable to the sampled units of
service Myers and Stauffer reviewed during the audit. The overpayment calculated from our sample is
$1,085.
The total overpayment has been determined using extrapolation. Extrapolation was used as appropriate
according to the 1 TAC §371.35. The estimated extrapolated overpayment is $230,973. The calculation
of the estimated extrapolated overpayment is documented in Appendix C.
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