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Preface
In accordance with the goals set forth in the Annual Audit Plan, we conducted an audit of the
eligibility of employees and dependents for health insurance benefits at the Buffalo Municipal
Housing Authority (BMHA). The audit was conducted in conformance with the International
Standards for the Professional Practice of Internal Auditing issued by the Institute of Internal
Auditors.
As of April 2017, BMHA had 150 active employees, 213 retirees and 326 dependent spouses and
children receiving health insurance benefits for a total of 689 individuals. BMHA’s health
insurance provider is Blue Cross/Blue Shield (BCBS). BMHA is billed a monthly premium for
each individual covered under a BCBS health insurance plan.
Background
The BMHA was established on April 3, 1934, pursuant to a resolution of the Common Council
of the City of Buffalo. Since its establishment, the BMHA has been recognized as a public
corporation. Presently, BMHA is controlled and managed by a Board of seven members, five of
whom are appointed by the Mayor and two of whom are elected at-large by the tenants. The
purpose of the BMHA is to provide safe, clean, affordable housing to residents of the City of
Buffalo and to offer all residents equal access to desirable housing and communities. BMHA is
responsible for the construction, rehabilitation, maintenance and modernization of low-income
public housing within the City of Buffalo. In addition, it has the continuous responsibility for the
management and operation of such units.
Summary
BMHA has an inadequate process to determine employee and dependent eligibility for health
insurance benefits. Improvements can be made to strengthen the internal controls over the
process, which will significantly reduce the risk of providing benefits to dependents who are
ineligible.
For a full description of the health insurance benefits eligibility determination process, see
exhibit A on page 4.
The main shortcomings of the process include the following:
• Supporting documentation including marriage and birth certificates are not required to be
provided by new employees when enrolling dependents in the health insurance plan. It
cannot be verified that these dependents receiving coverage are eligible without such
supporting documentation. Supporting documents were not provided for 88% of
dependents tested.
• BMHA uses a third party vendor to run a monthly report to confirm that individuals
receiving health insurance are alive. One of the 50 subscribers selected for testing has
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been deceased since August 2016 and remained on the health insurance plan as of July
2017.
Audit Objectives
The objectives of the audit are to determine employee and dependent eligibility for health
insurance benefits, and to document and evaluate the benefit administration process at the
BMHA.
To achieve the objectives, the following procedures were performed:
• Selection of a sample of active and retired BMHA employees receiving health insurance.
The sample includes random and judgmental selections, comprised of 50 subscribers, 32
dependent spouses and 68 dependent children. The sample of 150 individuals covers
22% of the total population.
• Determination whether subscribers are eligible for coverage by verifying inclusion in
BMHA payroll records.
• Verification that subscribers have provided BMHA with the annual certification verifying
the employee and all dependents qualify for health insurance coverage.
• Verification that dependents listed on the census are included on annual certification from
employee.
• Review of birth certificate or adoption agreement for dependent children, to verify
subscriber is listed as parent. For dependents listed as spouses, verify marriage certificate
lists subscriber as spouse.
• For dependent children, verification that they are under 26 years of age, the age limit for
dependent medical coverage.

Audit Findings
1. Marriage and Birth Certificates Not Required to Enroll Dependents in Health
Insurance
In the sample of 100 dependent spouses and children, only 12 had supporting documents
(marriage or birth certificates) proving eligibility for coverage. Per BMHA, new employees
are not required to provide marriage and/or birth certificates for dependents to be enrolled in
the health insurance plan. Supporting documents are only required when a current employee
adds a dependent. Verifying that dependents receiving health insurance are eligible is not
possible without supporting documents.
2. Deceased Person Enrolled in Health Insurance
BMHA contracts with a third party vendor to run a monthly report to verify that subscribers
enrolled in the health insurance plan are alive. One of the 50 subscribers tested has been
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deceased since August 2016 and remained enrolled in the healthcare insurance plan as of July
2017. Premiums totaling $7,287 were paid for this individual after being deceased. BMHA
terminated the deceased individual from the health insurance upon notification from the DAC
and was credited back this amount on the August 2017 invoice from BCBS.
3. No Written Documentation of Process to Enroll Employees and Dependents in Health
Insurance
A formal written procedure for enrolling employees and their dependents in the health
insurance plan, or adding dependents to the health insurance plan after employment begins,
does not exist.
Audit Recommendations
1. Obtain Documentation to Verify Dependent Eligibility and Consider Third Party
Dependent Eligibility Audit
BMHA procedures should be updated to obtain marriage and birth certificates of dependents
prior to enrollment in the health insurance plan. Supporting documents should be obtained
for all dependents enrolled in the health insurance plan. Obtaining and reviewing supporting
documents reduces the potential for paying health insurance premiums for ineligible
dependents.
In addition to these internal improvements, a dependent eligibility audit, performed by a
qualified vendor, should be considered. The audit would more thoroughly review the
eligibility of dependents, including a more detailed verification of spouses, which would
require verification that the marriage is still in existence. Results of these audits have yielded
positive results for many entities.
2. Review Process of Removing Deceased Members from Coverage
The BMHA and the third party vendor should determine how an individual who has been
deceased since August of 2016 remained on the healthcare insurance plan. Additionally, the
BMHA should verify that there are no additional deceased subscribers and document the
results. These steps would reduce the likelihood of the situation occurring again.
3. Document and Standardize Process for Enrollment in Health Insurance Plan
The BMHA should create a formal written policy and procedure for enrolling new hires and
their dependents into the health insurance plan and for adding dependents after employment
begins.
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EXHIBIT A
Description of the BMHA Processes Related to Employee & Dependent Eligibility
No written procedures exist. These procedures in place were provided to the DAC by BMHA
personnel in response to the audit notification and request for information.
Enrolling New Hires and their Dependents
New BMHA employees and their qualified dependents are eligible for health insurance the first
of the month following appointment to a position at the BMHA. New employees with dependent
spouses and/or children are not required to provide marriage and/or birth certificates when
enrolling their dependents in the health insurance plan.
Enrolling Dependents after Date of Hire
Employees who request to add dependents to their existing plan complete an application and
provide verification in the form of a marriage certificate or birth certificate.
Open Enrollment – Certification of Dependents
Around May 15th each year BMHA conducts an “Open Enrollment” period. During open
enrollment, all employees and retirees are provided with a dependent verification form, which
lists all of the employee’s dependents receiving health insurance. Employees are requested to
make any necessary changes to dependent information and to certify the dependents receiving
health insurance are eligible.
Dependent Children Age Testing
Blue Cross Blue Shield notifies dependent children that their coverage will be terminated when
they have reached the age of 26, which is the limit for dependent medical coverage. BMHA is
provided an “Aging-Off Report” on a quarterly basis.
Death Master File Testing
BMHA has a contract with a third party vendor to provide a monthly report that compares all
individuals receiving health insurance against the Social Security Administration’s death master
file on a monthly basis to determine if there are any deceased members enrolled in the health
insurance plan. Upon notification of death, BMHA completes an application for termination of
coverage.
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