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Antonia C. Novello, M.D., M.P.H., Dr. P.H.
Commissioner
Department of Health
Corning Tower
Empire State Plaza
Albany, NY 12237

Re: Report 2000-F-9

Dear Dr. Novello:

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State
Constitution and Article II, Section 8 of the State Finance Law, we have reviewed the actions taken
by the Department of Health as of August 3, 2000, to implement the recommendations contained
in our audit report, Medicaid Clinic and Emergency Room Claims Paid During a Recipient’s
Hospital Stay (Report 98-S-10).  Our report, which was issued on November 18, 1998, assessed
the Department of Health’s controls to prevent or detect inappropriate Medicaid payments to clinics
and emergency rooms for recipients during their hospital stay.  For the 57 month period April 1,
1993 through December 31, 1997, the audit identified potential overpayments totaling $16.9 million
which were made for clinic and emergency room services while the recipient was in a hospital.

Prior to October 1, 1996, the Department of Social Services was responsible for
administering the Medicaid program through its fiscal agent, Computer Sciences Corporation. 
After October 1, 1996, the Department of Health became responsible for administering the
Medicaid program through the fiscal agent.  Hence, our follow-up review focused on actions taken
by the Department of Health to implement our recommendations.

Background

The Medicaid program provides medical assistance to needy people.  Medicaid claims are
processed and paid by the Medicaid Management Information System (MMIS), a computerized
payment and information reporting system.  The New York State Department of Health (Health)
is responsible for administering the Medicaid program and the MMIS.
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Health established one all-inclusive prospective rate for inpatient hospital care, to reflect the
cost of medical services that a recipient receives during a hospital stay.  Health also established all-
inclusive rates for emergency room services, clinic services and other services as deemed
appropriate.  According to Health’s policies, if a Medicaid recipient receives medical services in
a hospital emergency room or outpatient clinic and is subsequently admitted to the affiliated hospital
on the same day, Medicaid reimbursement is limited to the hospital’s inpatient rate.  It is generally
inappropriate for Medicaid to pay claims for clinic or emergency room services which were
rendered to a recipient either on the day the recipient was admitted into a hospital or during the
rest of the recipient’s hospital stay.    

Summary Conclusions

In the prior audit, we found that Health did not have adequate controls to prevent or detect
inappropriate Medicaid payments made to clinics or emergency rooms for Medicaid recipients
during their hospital stay.  We also found that the computerized software Health used to detect this
activity was flawed and did not consider the hospital admission date and non-affiliated hospital
facilities.  As a result, Health did not detect potential overpayments of $16.9 million, including
overpayments of $11.3 million made to affiliated facilities and overpayments of $5.6 million made
to non-affiliated facilities.  In addition to the potential overpayments of $16.9 million, Health had
identified overpayments made to affiliated facilities.  However, at the completion of our audit,
Health had not pursued recoveries of any of these overpayments in a timely fashion.

In our follow-up review, we found that Health officials have made some progress in
recovering the overpayments.  As of June 2000, Health officials had re-executed their modified
computer programs for the same time period as our audit, April 1993 through December 1997,
and had identified overpayments made to affiliated facilities of $15.7 million. Of these
overpayments, Health has recovered approximately $8.6 million.  Regarding the potential
overpayments of $5.6 million attributable to non-affiliated facilities, Health is reviewing a sample
of these claims to determine if the payments should be recovered.

However, Health officials have not improved the timeliness of their recovery efforts.
Health officials are still pursuing the recoveries identified by the audit and have not executed their
modified computer programs to identify any subsequent potential overpayments.  Health officials
cited lack of staff as their main reason for not improving the timeliness of recoveries.

Summary of Status of Prior Audit Recommendations

Of the five prior audit recommendations, Health officials implemented one recommendation,
partially implemented two recommendations, and have not implemented two recommendations.
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Follow-up Observations

Recommendation 1 

Improve the timeliness of recovery activities related to inappropriate clinic and emergency room
payments.

Status - Not Implemented

Agency Action - Health is pursuing the recovery of inappropriate clinic and emergency room
payments made for the audit period April 1993 through December 1997.  However, as of
August 2000, Health officials had not executed their computer programs to identify
potential inappropriate clinic payments for subsequent periods.  Health officials cited loss
of staff as the reason for not improving the timeliness of their recovery activities.

Recommendation 2 

Investigate and recover as necessary clinic and emergency room claims paid on a recipient’s
hospital admission date as well as claims paid to nonaffiliated clinics during a recipient’s hospital
stay.

Status - Partially Implemented

Agency Action - Of the potential overpayments of $15.7 million paid to affiliated facilities, Health
officials indicated that they have recovered $8.6 million, have accepted provider
explanations for $.3 million and are pursuing the recovery of the remaining $6.8 million.

With regard to recovery of the $5.6 million of overpayments made to non-affiliated
facilities, Health officials indicated that they are in the process of reviewing a sample of
these claims to determine if they should be recovered.

Recommendation 3

Review the logic of the computerized programs used to audit clinic and emergency room claims
and determine the corrective action needed to include claims submitted for a recipient’s date of
admission to a hospital. Perform a similar review for the audit software used to audit claims from
referred ambulatory and laboratory service providers and recover payments for any identified
inappropriate claims. 

Status - Partially Implemented

Agency Action - Health officials stated that they have modified their computer matching programs
to consider the hospital admission date in identifying potential clinic and emergency room
overpayments. They indicated that their revised logic has identified potential overpayments
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of $15.7 million compared to the prior logic which had identified potential overpayments
of only $5.8 million.

As of August 2000, Health officials had not updated the logic used to identify potential
overpayments for referred ambulatory and laboratory services.  Health officials cited lack
of staff resources as the reason for not implementing this portion of the recommendation.

 Recommendation 4

Develop and follow computer program specification approval procedures to control future
modifications to computerized audit software.

Status - Implemented

Agency Action - Health officials stated that they are following proper computer specification
approval procedures.  Supervisors have to approve the testing specifications and test and
approve all program development prior to moving computer programs into production. 

Recommendation 5

Enhance post payment audit software to include payments to clinics not affiliated with the hospital.

Status - Not Implemented

Agency Action - Health officials indicated that this recommendation is under consideration.
Currently, they are performing field reviews on a sample of such claims to determine if
these payments should be recovered.  The results of this sample will determine if this
recommendation will be implemented.

Major contributors to this report were Lee Eggleston, William Clynes and Dominick
DiFiore.

We would appreciate your response to this report within 30 days, indicating any actions
planned or taken to address any unresolved matters discussed in this report.  We also thank the
management and staff of the Department of Health for the courtesies and cooperation extended to
our auditors during this review.

Very truly yours,

Kevin M. McClune
Audit Director

cc: Charles Conaway


