
AS HEALTH CARE COSTS SOAR, SCHOOL DISTRICTS 
FIND RELIEF IN DEPENDENT ELIGIBILITY AUDITS 
In 2009, the School Employee Health Care Board outlined best practice standards for school districts in Ohio to manage 
and control the cost of employee health care benefits. One of these standards addresses dependent eligibility audits 
and requires all health plan sponsors offering health care insurance plans to employees of a public school district to 
conduct periodic dependent eligibility audits and send the aggregate results of the audit to the board. 

These best practice standards are fully described and codified in the Ohio Administrative Code Section 3306-2-03.

George Woznak, managing director at Magis Technology Group, assists school districts throughout Ohio with their 
dependent eligibility audits.  The following are his insights into this practice that is growing among both large and small 
districts. 

Explain why dependent eligibility audits are becoming a popular 
practice with public school districts.

George Woznak:  Simply put, it’s cost savings.  There are few initiatives that provide an 
opportunity for school districts to cut health care costs as quickly and efficiently as an audit 
that identifies dependents who are not eligible for health care benefits and removes them 
from the district’s insurance plan.  On the surface, one might not be too concerned about a 
few ineligible individuals receiving health care benefits from their school district until you 
realize that the average cost of each covered dependent is $4,750 a year. 

Working with school districts, we find that between 3% and 12% of the employees’ 
enrolled dependents are not eligible for benefits on the districts’ health care insurance 
plans.  The removal of the ineligible dependents at this level of occurrence adds up to 
several thousand dollars in yearly health care cost savings.

Why are there so many ineligible dependents on a school district’s 
health care plan?

George Woznak:  During audits that we conduct on behalf of school districts, we find a 
broad range of cases where individuals receive health care benefits for which they are not 
eligible.  Some of the most common occurrences involve employees who mischaracterize 
someone as a dependent. Examples include:

■   employees who have unofficial custody of grandchildren or other relatives and 
list them as legal dependents

■  claims that an employee is still married to an ex-spouse
■  unmarried partners with no recognized relationship under the benefits plan
■  claims that a nephew or niece is a son or daughter
■   employees who continue to list stepchildren as dependents following the  

employee’s divorce from the stepchildren’s natural parent 

Additionally, employee oversight contributes to coverage of ineligible individuals when 
there are unreported divorces and unreported changes in either family structure or 
shared parenting arrangements.

And finally, we identify a significant number of cases where ineligible dependents remain on 
a school district’s insurance coverage due to computer software problems and administrative 
oversight issues on the part of health care insurance companies that provide their insurance 
products to the school district.  The identification and proper removal of these individuals 
provide the opportunity for the school district to recover the overpayments for premiums as 
well as payments for claims paid on behalf of ineligible dependents.
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Are dependent audits equally popular with both smaller and larger 
school districts? 

George Woznak:  Dependent audits are conducted by large and small school districts 
alike because rising health care costs are indiscriminating and affect districts of all sizes. 
The audit process is very efficient and does not put a strain on the district’s staff.  It’s pretty 
much a quick win for the district. So, no matter what the size of the district, they come 
away with a substantial return on their investment.

Typically, a school district of any size will realize a savings of five dollars or more during the 
first year for every one dollar invested in the audit.  

Would you quickly walk through the dependent audit process?

George Woznak:  The dependent audit process consists of three phases.  The first phase is 
a planning phase.  Each audit is tailored to correspond with the objectives and the 
expectations of the respective school district.  During the planning phase, the audit 
materials that will be distributed to the employees are designed and developed to support 
a district’s objectives and expectations.  The second phase is an employee amnesty phase.  
During the amnesty phase, employees are given the opportunity to remove any ineligible 
dependents from insurance coverage generally with an understanding that no questions 
will be asked and that there will be no repercussions of any sort.  The final phase is the 
verification phase. Here, the employees are asked to submit documents to demonstrate 
that dependents who are enrolled for insurance coverage meet the eligibility requirements 
for health care benefits from the district.

You mentioned that a dependent audit can provide substantial 
savings to a school district.  Can you elaborate?

George Woznak:  As I mentioned previously, among the many school districts who we have 
worked with, typically between 3% and 12% of the enrolled dependents do not meet the 
eligibility criteria for insurance coverage.  Each ineligible dependent that is removed from 
coverage represents an average savings of $4,750 a year.

Additional savings are realized when ineligible dependents are removed from the district’s 
insurance plan and the coverage status of the associated employee changes from family 
coverage to single coverage.  The insurance premium for the employee is reduced to reflect 
the change in the coverage status of the employee that may produce a savings for the 
school district that exceeds $10,000 a year.  We find that changes in coverage status 
from family coverage to single coverage may apply to as many as 3% of the employees 
who had dependents enrolled in a district’s health care plan at the beginning of the 
dependent eligibility audit.

Beyond the removal of dependents who do not meet the eligibility 
criteria for health care insurance coverage, are there any other 
benefits to conducting a dependent eligibility audit?

George Woznak:  One of the unexpected benefits derived from a dependent eligibility audit 
is the opportunity to identify a variety of administrative and record keeping errors related 
to a  district’s health care plan.  Frequently, the identified errors have substantial financial 
implications that can be easily resolved with the information obtained during the 
audit process.
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To learn more about implementing a dependent eligibility audit for your school district, contact George Woznak 
by telephone using the numbers listed below or via e-mail at GBWoznak@MagisTechGroup.com.


