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MEMORANDUM

TO: Directors of Special Education
FROM: John Hill, Medicaid Liaison, Division of Exceptional Learners
SUBJECT: Medicaid “PERM” auditing

DATE: January 25, 2008

As noted in the recently issued Medicaid Billing Tool Kit Chapter 9, the federal government
periodically conducts Medicaid Payment Error Rate Measurement (“PERM”) audits. The purpose of
this memo is to call your attention to the possibility that Medicaid-participating school corporations
may occasionally receive PERM audit-related requests to produce medical records documentation.

PERM audits test the accuracy of payments issued by a state Medicaid program. As part of this
process (conducted every three years), a federal contractor reviews a sample of all claims paid by a
particular state Medicaid agency to verify that claims are paid in accordance with the state’s Medicaid
coverage policy and reimbursement rate methodology. Indiana is one of 17 states that will participate
in the PERM audit process during Federal Fiscal Year 2008 (October |, 2007 through September 30,
2008). Because all claims paid by the Indiana Medicaid agency are potential candidates for PERM audit
sampling, it is possible that a Medicaid claim from your school corporation may some day be chosen
as part of a PERM audit sample and you will be contacted about providing federal auditors with copies
of student medical records to support the particular claim under review.

Understandably, schools have concerns about protecting the privacy of student medical records. As
a Medicaid-participating provider, your school corporation is required to (1) retain records necessary
to disclose the extent of services you provided to Medicaid enrollees, and (2) furnish federal auditors
with information, including medical records, regarding Medicaid payments you claimed for rendering
services to Medicaid enrollees [§1902(a)(27) of the Social Security Act]. Collection and review of
individually identifiable medical records is permissible for payment review purposes under the Health
Insurance Portability and Accountability Act (HIPAA) of 1996.

For more detailed information, please review the PERM-related bulletin for all Medicaid-participating
providers, available on-line at http://www.indianamedicaid.com/ihcp/Bulletins/BT200735.pdf . Please
familiarize appropriate staff with the importance of recognizing and responding timely to audit-related
records requests. Also please note the importance of ensuring the Indiana Medicaid
program, also referred to as Indiana Health Coverage Programs, maintains current
contact information for your school corporation in its files.
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