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CALIFORNIA STATE CONTROLLER CONNELL
CALLS FOR RULE CHANGES FOR
AUDITING MEDICAID/MEDI-CAL

Connell Says Changes Needed to Guard System Against Overbilling

WASHINGTON, D.C. (Jduly 18, 2000) --- Cdifornia State Controller Kathleen Connell cals on
Congress to change rules that hinder her ability to audit the stat€'s massive Medi-Ca program. Medi-Cdl is
Cdifornia's verson of Medicaid, the taxpayer-funded medical program for poor people. In Cdifornia, the
Medi-Ca program isfunded at $22.5 hillion, of which $13.2 hillion is supported by the federal government.

In 1996, State Controller Connell launched an aggressive audit program of Medi-Cd. Those audits
have led to the recovery of hundreds of millions of dollars overbilled by Medi-Ca providers.

Conndll told the House Commerce Committe€' s Subcommittee on Oversight and Investigations,
“Recent federd court rulings have undermined my ability to carry out that criticd oversght role. My &hility to
conduct audits has been limited.”

The court rulings are based on Medicaid rules which require the designation of a single state agency to
adminiger the Medi-Ca program and prohibits any other state agency from exercisng adminidrative
discretion in any area, including the prevention and detection of fraud. In Cdifornia, that agency is the
Department of Hedlth Services. However, under California law the State Controller has an independent duty
to determine the legality and propriety of payments from the state treasury, not the Department of Hedlth
Savices. Other dates arein asmilar Stuation.

As State Controller Connell notes, “1 am currently prohibited from withholding payments to suspected
fraudulent providers or referring them to the Department of Justice for crimina investigation and prosecution.”
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Conndl’s audits have uncovered questionable hilling practices by physcians, laboratories,
pharmacies, and providers of durable medical equipment.

“Totd savings from my efforts are over $547 million, more than one-hdf of which is federd funding.
In addition, | referred 238 cases to the Medi-Ca Control Unit of the Cdifornia Department of Justice for
crimina investigation and prasecution,” Connell said. Partnering with the Federd Bureau of Investigation, the
U.S. Attorney and state Department of Justice has led to crimind investigations and prosecution.

State Controller Conndll testified that the federd rules being enforced by the courts now hamper the
continuation of this crackdown. This occurs, Connell notes, a a time when fraudulent providers are moving
into new schemes including:

Using false ID’s of retired hedth care providers,

Seding beneficiary Medi-Cd information from hospital records and using it to bill for services not
provided;

Performing unnecessary and invasive procedures like drawing blood;
Billing Medi-Cdl for tests never conducted.

Conndll urged Congress to amend the single state agency law to recognize the condtitutiona role of a
date's dected officds This would alow the State Controller to fulfill her responghilities of identifying
fraudulent trends, initiating audits and withholding paymentsin cases referred for crimina prosecution.

“This action on your pat will send a message to those criminds who may consider committing

Medicad fraud, and undermining the program gods, that you are serious about prevention, detection and
prosecution and that they proceed at their own peril,” State Controller Connell summarized.
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