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GAO Report Identifies Inefficiencies in National Medicaid Audit Program

A report from the Government Accountability Office (GAO) released this 
month examines the effectiveness of the National Medicaid Audit Program 
(NMAP), a federal initiative that seeks to identify and reduce improper Med-
icaid payments.1 The report concludes that the majority of audits conducted 
under the NMAP have relied upon an incomplete data set, resulting in signifi-
cant inefficiencies compared to other audit methodologies. According to the 
report, the NMAP has spent $102 million thus far, yet has identified only $20 
million in overpayments, reflecting a high rate of “false positives” in the audit 
target pool. The report also describes omissions in agency reports to Congress 
and planned modifications to the audit program, including a shift toward a 
more collaborative approach with state Medicaid integrity programs. 

Background on the NMAP

The Deficit Reduction Act of 2005 (DRA) established the federal Medicaid Integ-
rity Program to combat fraud, waste, and abuse in the Medicaid program. The 
Centers for Medicare and Medicaid Services (CMS), Medicaid Integrity Group 
(MIG), the body responsible for implementing the Medicaid Integrity Program, 
developed the NMAP to conduct audits and identify Medicaid overpayments.

All NMAP audits follow the same basic formula: a provider audit target is 
identified using algorithmic searches of a claims database for payment irregu-
larities, and then the provider is referred to a CMS contractor for auditing. The 
NMAP has used two claims different databases to identify audit targets. The 
majority of NMAP audits have relied upon the Medicaid Statistical Information 
System (MSIS). MSIS is maintained by CMS and is built from limited excerpts 
of state claims datasets and is missing key elements, such as provider names, 
necessary for auditing. MSIS generally does not reflect real-time informa-
tion because of delays in data reporting and review. Other NMAP audits have 
utilized the Medicaid Management Information System (MMIS), an automated 
claims-processing and information retrieval system maintained by individual 
state Medicaid programs. The system contains detailed information about 
each claim and reflects payments or adjustments in real-time. 

1 Government Accountability Office, National Medicaid Audit Program: CMS Should Improve 
Reporting and Focus on Audit Collaboration with States, GAO-12-627 (June 14, 2012).The 
report is available at www.gao.gov/products/GAO-12-627.

www.gao.gov/products/GAO-12-627
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In the last five years, NMAP has included three different types of audits:

•	 Test Audits: Starting in June 2007, CMS contractors performed 27 audits in five states. The targets for 
these audits were provided by state Medicare integrity programs and were identified with the aid of 
MMIS database searches. 

•	 MSIS Audits: Beginning in December 2007, NMAP embarked on a course of 1,550 audits in 44 states. 
A CMS review contractor first identified the audit targets using the MSIS database. Targets were then 
audited by a separate audit contractor.  

•	 Collaborative Audits: The newest type of audit in NMAP grew from a redesign of the program in 
2011 and highlights a higher degree of cooperation with state integrity programs. As with Test Au-
dits, the audit targets are identified using MMIS data in collaboration with state integrity programs, 
and the actual audits are then performed by CMS contractors. Collaborative Audits allow state regu-
lators to leverage the resources of the MIG and CMS contractors while providing their own expertise. 
GAO reports that NMAP has initiated 112 Collaborative Audits and intends that most future audits 
will be of this type. 

Key Findings in the GAO Report

The GAO report highlights the inefficiency of the NMAP. A leading factor in the program’s ineffectiveness is 
the high rate of “false positive” audit targets identified in the MSIS Audit system. According to GAO, only 59 
of the 1550 MSIS Audits found potential overpayments, meaning that the majority of providers were audited 
unnecessarily. Test and Collaborative Audits, which together composed less than 10 percent of the audits 
performed, identified the majority of the potential overpayments found by NMAP. 

The report identifies the use of MSIS data as the primary reason for the ineffectiveness of the MSIS Audits. 
During program design, MSIS was selected because it covered all states, was already maintained by CMS, 
and was originally intended for healthcare research and evaluation. However, MSIS lacked critical informa-
tion for use in audit target identification. According to the report, the Test Audits and Collaborative Audits, 
which drew their targets from the more comprehensive MMIS data, were more successful at identifying 
potential overpayments. 

The MIG has now largely shifted its audit program to Collaborative Audits, allowing coordination with state 
integrity programs using MMIS data, but foresees continued supplemental audits utilizing MSIS data. To 
enhance the efficiency of these future MSIS audits, CMS has initiated a program of improvements to MSIS, 
including the addition of over a thousand variables to aid in monitoring program integrity. 
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Ms. Rubinger and Ms. Cohen would like to thank Nicholas Passarello who assisted significantly with the preparation of this article. Mr. Passarello is a summer associate at 
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Arnall Golden Gregory LLP serves the business needs of growing public and private companies, helping clients turn legal challenges into business opportunities. We don’t 
just tell you if something is possible, we show you how to make it happen.  Please visit our website for more information, www.agg.com.

This alert provides a general summary of recent legal developments. It is not intended to be, and should not be relied upon as, legal advice.

In addition to the problems with NMAP’s MSIS Audits, the GAO report also describes the omission of key 
information in CMS’ periodic reports to Congress. CMS’ 2010 annual report on MIG indicated a planned rede-
sign of the NMAP but did not identify the factors driving the redesign, such as the MSIS Audits’ poor return 
on investment and high rate of false positives. Since the 2010 report, CMS has also reassigned some of its 
contractors without notifying Congress how the new assignments will further program goals. The GAO re-
port further indicates that the MIG is preparing a new strategic plan for submission to Congress this summer 
which will identify shortcomings in the previous NMAP design and describe how proposed changes address 
these inadequacies; however, the strategic plan still will not discuss the overall effectiveness of MSIS audits. 

Conclusion

While much of the recent GAO report is concerned with prior mistakes and inefficiencies in the NMAP, it also 
describes planned changes to the program. The previous regimen of audits unnecessarily burdened provid-
ers by basing its identification of audit targets on an incomplete data set. NMAP’s increased emphasis on 
Collaborative Audits utilizing MMIS data means that providers including hospitals, pharmacies, long-term 
care facilities, and home health organizations can continue to expect ongoing Medicaid integrity audits but 
can potentially look forward to a lower incidence of “false positives” and their associated costs. Healthcare 
providers should anticipate continued modification of NMAP design as the MIG seeks greater accuracy and 
return on investment.


