
Department of Health and Human Services 

OFFICE OF 
INSPECTOR GENERAL 

 

NEW YORK FOLLOWED ITS  

APPROVED METHODOLOGY  

FOR CLAIMING ENHANCED  

MEDICAID REIMBURSEMENT  

UNDER THE COMMUNITY FIRST  

CHOICE OPTION 

 

 
 

 

 

 

 

 

 
 

 

 

 

 

Amy J. Frontz 

Deputy Inspector General 

for Audit Services 

 

February 2020 

A-02-17-01015 

 

Inquiries about this report may be addressed to the Office of Public Affairs at 

Public.Affairs@oig.hhs.gov. 

 

 

 

 

 

 

 

mailto:Public.Affairs@oig.hhs.gov


Office of Inspector General 

https://oig.hhs.gov 
 

 
 

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as amended, is 

to protect the integrity of the Department of Health and Human Services (HHS) programs, as well as the 

health and welfare of beneficiaries served by those programs.  This statutory mission is carried out 

through a nationwide network of audits, investigations, and inspections conducted by the following 

operating components: 

 

Office of Audit Services 

 
The Office of Audit Services (OAS) provides auditing services for HHS, either by conducting audits with 

its own audit resources or by overseeing audit work done by others.  Audits examine the performance of 

HHS programs and/or its grantees and contractors in carrying out their respective responsibilities and are 

intended to provide independent assessments of HHS programs and operations.  These assessments help 

reduce waste, abuse, and mismanagement and promote economy and efficiency throughout HHS.  

        

Office of Evaluation and Inspections 

 

The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, Congress, 

and the public with timely, useful, and reliable information on significant issues.  These evaluations focus 

on preventing fraud, waste, or abuse and promoting economy, efficiency, and effectiveness of 

departmental programs.  To promote impact, OEI reports also present practical recommendations for 

improving program operations. 

 

Office of Investigations 

 

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of fraud and 

misconduct related to HHS programs, operations, and beneficiaries.  With investigators working in all 50 

States and the District of Columbia, OI utilizes its resources by actively coordinating with the Department 

of Justice and other Federal, State, and local law enforcement authorities.  The investigative efforts of OI 

often lead to criminal convictions, administrative sanctions, and/or civil monetary penalties. 

 

Office of Counsel to the Inspector General 
 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, rendering 

advice and opinions on HHS programs and operations and providing all legal support for OIG’s internal 

operations.  OCIG represents OIG in all civil and administrative fraud and abuse cases involving HHS 

programs, including False Claims Act, program exclusion, and civil monetary penalty cases.  In 

connection with these cases, OCIG also negotiates and monitors corporate integrity agreements.  OCIG 

renders advisory opinions, issues compliance program guidance, publishes fraud alerts, and provides 

other guidance to the health care industry concerning the anti-kickback statute and other OIG enforcement 

authorities. 
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THIS REPORT IS AVAILABLE TO THE PUBLIC 
at https://oig.hhs.gov 

 
Section 8M of the Inspector General Act, 5 U.S.C. App., requires 
that OIG post its publicly available reports on the OIG website.  

 
OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

 
The designation of financial or management practices as 
questionable, a recommendation for the disallowance of costs 
incurred or claimed, and any other conclusions and 
recommendations in this report represent the findings and 
opinions of OAS.  Authorized officials of the HHS operating 
divisions will make final determination on these matters. 
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 Report in Brief 

Date: February 2020 
Report No. A-02-17-01015 

Why OIG Did This Audit  
In October 2015, the Centers for 
Medicare & Medicaid Services (CMS) 
approved New York’s Community 
First Choice option (CFCO).  The 
approval allowed New York to receive 
an additional 6 percent of Federal 
Medical Assistance Percentage 
(FMAP), referred to as “enhanced 
FMAP,” for eligible home and 
community-based services and 
supports provided to individuals that 
would otherwise require an 
institutional level of care. 
 
Under the CFCO, New York claimed 
enhanced FMAP for calendar year 
(CY) 2016 totaling $18.6 million for 
fee-for-service payments and $269 
million for managed care payments.  
We decided to audit New York’s 
methodology for claiming enhanced 
FMAP on payments made for CFCO 
services. 
 
Our objective was to determine 
whether New York followed its CMS-
approved methodology for claiming 
enhanced FMAP on payments made 
for CFCO services. 
 

How OIG Did This Audit 
Our audit covered $310 million in 
fee-for-service payments and 
$4.5 billion in managed care 
payments for beneficiaries 
determined eligible by New York.  
New York claimed enhanced FMAP of 
$287.6 million related to these 
payments on its Form CMS-64s for CY 
2016.  We reviewed New York’s CFCO 
eligibility determinations for 
60 beneficiaries for whom New York 
claimed the enhanced FMAP. 

The full report can be found at https://oig.hhs.gov/oas/reports/region2/21701015.asp. 

 

New York Followed Its Approved Methodology for 
Claiming Enhanced Medicaid Reimbursement Under 
the Community First Choice Option 
 
What OIG Found 
New York followed its CMS-approved methodology for claiming enhanced 
FMAP on Medicaid fee-for-service and managed care payments made for 
CFCO services provided to beneficiaries that New York determined eligible in 
CY 2016. 

 
What OIG Recommends  
This report contains no recommendations.   
 
 

https://oig.hhs.gov/oas/reports/region2/21701015.asp
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INTRODUCTION 
 
WHY WE DID THIS AUDIT 
 
The Community First Choice option (CFCO) allows States to amend their Medicaid State plans to 
provide home and community-based services and supports to certain individuals who would 
otherwise require an institutional level of care.  States receive an additional 6 percent of 
Federal Medical Assistance Percentage (FMAP), referred to as “enhanced FMAP,” for CFCO 
services.  In October 2015, the Centers for Medicare & Medicaid Services (CMS) approved New 
York’s Medicaid State plan amendment to implement the CFCO1 and subsequently approved a 
methodology for the State to claim enhanced FMAP.  We decided to audit New York’s 
methodology for claiming enhanced FMAP on payments made for CFCO services.  
 
OBJECTIVE 
 
Our objective was to determine whether the New York State Department of Health (State 
agency) followed its CMS-approved methodology for claiming enhanced FMAP on payments 
made for CFCO services provided to beneficiaries that the State agency determined eligible for 
CFCO services during calendar year (CY) 2016.  
 

BACKGROUND 
 
Medicaid Program 
 
The Medicaid program provides medical assistance to low-income individuals and individuals 
with disabilities.  The Federal and State Governments jointly fund and administer the Medicaid 
program.  At the Federal level, CMS administers the program.  Each State administers its 
Medicaid program in accordance with a CMS-approved State plan.  In New York, the State 
agency administers the Medicaid program.   
 
States use the Form CMS-64, Quarterly Medicaid Statement of Expenditures for the Medical 
Assistance Program (Form CMS-64), to report actual Medicaid expenditures for each quarter.  
CMS uses the information on the CMS-64s to calculate the reimbursement due to the States for 
the Federal share of Medicaid expenditures.  The Federal Government determines the Federal 
share amount that it reimburses to State Medicaid agencies by their FMAPs. 
 
Community First Choice Option 
 
Under section 1915(k) of the Social Security Act, States have the option to provide personal 
attendant services and supports through CFCO services to certain eligible Medicaid 

                                                 
1 Specifically, CMS approved New York’s Medicaid State plan amendment on October 23, 2015, with a July 1, 2015, 
effective date.   
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beneficiaries who would otherwise qualify for an institutional level of care.2, 3  States must 
provide CFCO services in a home and community-based setting and complete an assessment of 
the functional need of each beneficiary at least every 12 months.4  States that participate in the 
CFCO receive an additional 6 percent FMAP for CFCO services provided to eligible Medicaid 
beneficiaries.5  
 
New York’s Community First Choice Option Services 
 
In New York, covered CFCO services and supports include assistance with activities of daily 
living and health-related tasks and expenditures related transitioning beneficiaries from an 
institutional setting to a home and community-based setting.  CFCO services do not include 
room and board or special education and related services.6  
 
After CMS approved its CFCO, the State agency submitted to CMS a proposed methodology for 
claiming enhanced FMAP.  In March 2016, CMS approved the proposed methodology.  
Subsequently, the State agency implemented processes to claim enhanced FMAP for eligible 
CFCO services provided in both the fee-for-service and managed care environments.  
Specifically, by comparing service data with demographic information (e.g., level of care 
assessments and residential information) contained in a beneficiary database, the State agency 
identified CFCO services received by eligible beneficiaries who required nursing facility level of 
care, were eligible for Medicaid under the Medicaid State plan, and lived in their own or a 
family member’s home. 
 

                                                 
2 Specifically, CFCO-eligible beneficiaries must be determined to meet one of the following institutional levels of 
care: long-term hospital care, a nursing facility, an intermediate care facility for individuals with intellectual 
disabilities, an institution providing psychiatric services for individuals under age 21, or an institution for mental 
diseases for individuals age 65 or over.  In addition, CFCO-eligible beneficiaries must have income that is at or 
below 150 percent of the Federal poverty level or be in an eligibility group that includes nursing facility services. 
 
3 Social Security Act section 1915(k)(1) and 42 CFR § 441.510. 
 
4 Social Security Act section 1915(k)(1) and 42 CFR §§ 441.530 and 441.535. 
 
5 Social Security Act section 1915(k)(2) and 42 CFR §§ 441.590. 
 
6 Social Security Act section 1915(k)(1), 42 CFR §§ 441.520 and 441.525, and New York SPA #13-0035. 
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Under the CFCO, the State agency claimed enhanced FMAP on its Form CMS-64s for CY 2016 for 
fee-for-service7 and managed care payments.8  The State agency retroactively claimed the 
enhanced FMAP every 6 months. 
 
HOW WE CONDUCTED THIS AUDIT 
 
Our audit covered $310 million ($174 million Federal share) in fee-for-service payments and 
$4.5 billion ($2.5 billion Federal share) in managed care payments for beneficiaries that the 
State agency determined eligible for CFCO services.  The State agency claimed enhanced FMAP 
totaling $287.6 million ($18.6 million for fee-for-service payments and $269 million for 
managed care payments) related to these payments on its Form CMS-64s for CY 2016.  We 
analyzed claims and enrollment data to identify CFCO beneficiaries and services and traced 
summary amounts in the State agency’s calculations to its Form CMS-64s.9  In addition, we 
reviewed a judgmental sample of 60 beneficiaries (30 fee-for-service beneficiaries and 30 
managed care beneficiaries) and confirmed their assessed level-of-care scores and residential 
settings with the State agency’s beneficiary database.10    
 
We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards 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. 
 
Appendix A contains the details of our audit scope and methodology. 
 

                                                 
7 For Medicaid fee-for-service payments, the State agency paid providers directly for each CFCO service and 
generated a report with those payments every 6 months.  The State agency then used demographic information in 
its beneficiary database to identify eligible beneficiaries and to claim enhanced FMAP for CFCO services provided 
to those beneficiaries. 
 
8 For Medicaid managed care payments, the State agency paid a monthly fee, called a capitation payment, to 
managed care plans for all services provided to each beneficiary enrolled.  Every 6 months, the State agency 
claimed enhanced FMAP on the portion of total managed care capitation payments that it attributed to CFCO 
services provided to eligible beneficiaries.  To calculate the CFCO portion of managed care payments attributed to 
CFCO services in 2016, the State agency used the prior year’s ratio of plans’ reported expenses for CFCO services to 
total capitation payments made to the plans and applied that ratio to capitation payments made to the managed 
care plans during 2016. 
 
9 The summary amounts showed only covered CFCO services reported in the fee-for-service and managed care 
payments claimed as CFCO expenditures. 
 
10 We reviewed only the State agency’s methodology for claiming enhanced FMAP.  We did not review the 
associated CFCO services provided to beneficiaries.  We plan to review these services as part of a future audit. 
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RESULTS OF AUDIT 
 

The State agency followed its CMS-approved methodology for claiming enhanced FMAP on 
Medicaid fee-for-service and managed care payments made for CFCO services provided to 
beneficiaries that the State agency determined eligible in CY 2016.  Accordingly, this report 
contains no recommendation. 
 
In written comments on our draft report, the State agency indicated that it was pleased that 
OIG found compliance with the CMS-approved methodology.  The State agency’s comments are 
included in their entirety as Appendix B. 
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APPENDIX A: AUDIT SCOPE AND METHODOLOGY 
 
SCOPE 
 
We reviewed $310,146,772 ($173,682,192 Federal share) in fee-for-service payments and 
$4,482,417,098 ($2,510,153,575 Federal share) in managed care payments for beneficiaries 
that the State agency determined eligible for CFCO services.  The State agency claimed 
enhanced FMAP of $287,553,832 related to these payments on its Form CMS-64s for CY 2016.11 
 
We limited our review of the State agency’s internal controls to those applicable to claiming 
enhanced FMAP for CFCO services because our objective did not require an understanding of all 
internal controls over the New York Medicaid program. 
 
We performed our fieldwork at the State agency’s office in Albany, New York.  
 
METHODOLOGY 
 
To accomplish our objective, we: 
 

• reviewed applicable Federal and State requirements and guidance; 
 

• met with CMS officials to gain an understanding of New York’s CFCO;  
 

• met with State agency officials to gain an understanding of New York’s policies and 
procedures related to how CFCO-eligible services are provided, how beneficiary 
eligibility is determined, and how services are reimbursed and monitored; 
 

• obtained from the State agency data and documentation to support the CFCO fee-for-
service and managed care payments claimed for enhanced Federal reimbursement on 
the State agency’s Form CMS-64s for CY 2016;   
 

• obtained and analyzed New York Medicaid claims and encounter data for CFCO fee-for-
service and managed care payments to identify CFCO beneficiaries and services; 
 

• traced summary amounts from the State agency’s calculations to amounts claimed as 
enhanced FMAP on the State agency’s Form CMS-64s for CY 2016; 
 

• obtained from the State agency sampling frames of eligible CFCO fee-for-service 
beneficiaries for the periods of January 2016 through June 2016 (7,679 beneficiaries) 
and July 2016 through December 2016 (6,356 beneficiaries);  
 

                                                 
11 We reviewed only the State agency’s methodology for claiming enhanced FMAP.  We did not review the 
associated CFCO services provided to beneficiaries.  We plan to review these services as part of a future audit. 
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• obtained from the State agency sampling frames of eligible CFCO managed care 
beneficiaries for the periods of January through June 2016 (153,350 beneficiaries) and 
July through December 2016 (172,770 beneficiaries);  
 

• selected from the fee-for-service and managed care sampling frames a judgmental 
sample of 60 beneficiaries (30 fee-for-service and 30 managed care) who had payments 
for CFCO services in CY 2016;12  
 

• for each judgmentally selected beneficiary, obtained documentation from the State 
agency to determine whether: 
 

o the beneficiary was eligible for nursing facility services with a level of care score 
of 5 or higher,13 and 
  

o the beneficiary resided in their own or a family member’s home;14 and 
 

• summarized the results of our audit and discussed these results with State agency 
officials. 

 
We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards 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.   
  

                                                 
12 Our judgmental sample of 60 CFCO beneficiaries consisted of 15 fee-for-service beneficiaries from January 2016 
through June 2016, 15 fee-for-service beneficiaries from July 2016 through December 2016, 15 managed care 
beneficiaries from January 2016 through June 2016, and 15 managed care beneficiaries from July 2016 through 
December 2016.  We ensured that each selected beneficiary had at least one corresponding payment eligible for 
CFCO services in CY 2016. 
 
13 The nursing facility level of care is determined using a scoring index in the State agency’s Universal Assessment 
System (UAS) web-based electronic instruments that assess the following domains: (1) Cognition and Executive 
Functioning, (2) Communication and Vision, (3) Mood and Behavior, (4) Functional Status, (5) Continence, and 
(6) Nutritional Status.  Automatically calculated based on the assessment responses, a level of care score of 5 or 
greater establishes eligibility for several home and community-based long-term care service programs.  We did not 
perform a medical review of the level of care to determine if the level-of-care scores were appropriate. 
 
14 The residential/living status is part of the UAS web-based electronic instruments and documents the 
beneficiary’s living arrangement at the time of assessment.  A residential assessment score of 1 means that the 
beneficiary resides in a house, condominium, apartment, or room in the community, whether owned or rented by 
the beneficiary or another party.  Also included in this category are retirement communities and independent 
housing for older adults or the disabled.  We did not perform an independent verification of beneficiaries’ 
residential status to determine if the reported status was appropriate. 
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APPENDIX B: STATE AGENCY COMMENTS 
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