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AUDIT OBJECTIVE 
 
Our audit objective was to determine whether 
Medicaid payments by the New York State 
(State) Department of Health (Department) to 
medical service providers were appropriate 
and supported by edited and approved claims. 
 

AUDIT RESULTS - SUMMARY 
 
For the six-month period that ended on 
September 30, 2005, we identified Medicaid 
overpayments totaling almost $2.3 million, of 
which more than $403,000 was actually 
returned to the Department.  The Department 
should investigate the nearly $1.9 million in 
remaining overpayments, and make 
recoveries where appropriate.  
 
Our report contains four recommendations 
regarding the recovery of Medicaid 
overpayments.  Department officials generally 
agreed with our recommendations and have 
taken steps to implement them. 
 
This report, dated August 21, 2006, is 
available on our website at: 
http://www.osc.state.ny.us.  Add or update 
your mailing list address by contacting us at: 
(518) 474-3271 or 
Office of the State Comptroller 
Division of State Services 
State Audit Bureau 
110 State Street, 11th Floor 
Albany, NY 12236 
 

BACKGROUND 
 
The Department administers the State’s 
medical assistance program (Medicaid), 
which was established under Title XIX of the 
federal Social Security Act to provide needy 
people with medical assistance.  In New 
York, this program is funded jointly by the 
federal, State, and local governments. Its 
management information and claims 

processing functions are handled through the 
State’s eMedNY system, which the 
Department implemented on March 24, 2005. 
During its first six months of operation, the 
new system processed 193 million Medicaid 
claims valued at $20.2 billion.  
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Dental Clinic 

 
Medicaid-eligible children under the age of 
21 can receive orthodontic care in hospital 
outpatient dental clinics.  Medicaid 
reimbursement for such services includes one-
time fees of $986 for the initial fitting of 
braces and $174 for their removal.  In 
addition, Medicaid pays $232 for periodic 
treatments, which can be billed quarterly 
following the initial fitting.  A child can 
receive a maximum of 12 such periodic 
treatments over 3 years.  
 
During our review, we found that Medicaid 
had overpaid a dental clinic $1.8 million 
because controls had not been established that 
would prevent duplicate payments for 
orthodontic services.  
 
We also found that Medicaid had overpaid a 
total of about $50,000 to 16 other dental 
clinics.  
 
From December 2000 through October 2004, 
one dental clinic had billed 1,111 duplicate 
claims for brace-fitting services, receiving 
overpayments totaling $1 million. For 
example, in September 2004, this provider 
billed two claims for an initial fitting of one 
child’s braces; and then billed three more 
claims in the subsequent month for 
performing the same procedure on the same 
child, resulting in an overpayment of $3,944.   
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This provider also billed and received 
payment for seven fittings of one child’s 
braces in the same month, resulting in an 
overpayment of $5,916, as well as 4,234 
duplicate claims for quarterly periodic 
treatments, generating overpayments of 
$788,212.  The same provider billed Medicaid 
for 14 quarterly treatments it supposedly 
performed in one year on a single child, for 
which it was overpaid a total of $2,320.  
  
When we visited this provider, we were told 
the Department had been informed in June 
2003 about the overpayment problem.  
Provider officials told us that, in March 2004, 
the Department had instructed them to pay 
back $832,648 of the overpayments they had 
reported.  To date, the Department has 
recovered as much as $744,485.  These 
recovered funds are not included in the $1.8 
million in Medicaid overpayments we 
identified in this audit.  The overpayments 
occurred because the Medicaid system in 
place between 1983 and March 2005 did not 
detect multiple claims for one-time 
orthodontic procedures supposedly performed 
on the same child. This deficiency has been 
corrected by the new eMedNY system. Since 
our review of the computer programs 
previously used to process dental claims was 
limited to claims paid after December 2000,   
we recommend the Department investigate 
claims paid before that date.  According to 
Department regulations [18 NYCRR 
517.3(b)(2)], all information regarding claims 
for payment is subject to audit for a period of 
six years. 

 
Recommendations 

 
1.  Investigate and recover the additional $1.8 

million in Medicaid overpayments not 
reported by the provider we identified. 

 
2. Investigate and recover any overpayments 
 of orthodontic claims of about $50,000 

 paid to the 16 other dental clinics we 
 identified. 
 
3. Investigate and recover any overpayments 
 of orthodontic claims made before 
 December 2000, researching as far back 
 as Department statutes permit. 
 
Assertive Community Treatment Provider  

 
New York State’s Assertive Community 
Treatment (ACT) program provides 
comprehensive supportive and rehabilitation 
services to individuals with severe mental 
illness.  To help clients remain in the 
community, the Department contracts with 
mobile teams of mental health care staff who 
visit clients at their homes.  Depending on 
their needs, clients can receive either 
supportive or intensive care.  Supportive care 
requires at least two visits with the client in 
one month; intensive care requires six or more 
visits during a month. Medicaid reimburses 
ACT providers a flat monthly rate: $690 for 
supportive care and $1,436 for intensive care.   
 
When eMedNY was implemented in March 
2005, it was not programmed correctly to 
process claims for ACT services.  Instead of 
paying ACT providers the monthly rate, 
eMedNY occasionally paid the monthly rate 
for each visit.  For example, on one occasion, 
the provider billed Medicaid the monthly 
intensive care rate of $1,436.  Because the 
provider recorded seven visits with the client, 
the full monthly Medicaid reimbursement was 
paid for each, for a total payment of $10,052 - 
fully $8,616 more than necessary.  In another 
case, the provider correctly billed the 
supportive monthly rate of $690 and recorded 
three visits on the claim.  Again, Medicaid 
multiplied the monthly rate by the number of 
visits and paid the provider $2,070, 
overpaying by $1,380.  Because of this flaw 
in eMedNY, Medicaid overpaid this provider 
a total of $403,124 in the first six months of 
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the new system’s implementation. As a result 
of our review, the Department has recovered 
these overpayments and has corrected the 
problem.  
 
During the same period, 53 other providers 
had performed similar treatment under the 
Medicaid program, but none received 
improper payments.  
 

Transportation Provider 
 
Medicaid pays to transport patients to and 
from appointments that the patient’s physician 
considers medically necessary.  To ensure that 
patients use the appropriate means of 
transportation, all non-emergency services 
must be authorized in advance by the patients’ 
local social services district.  
 
Medicaid reimbursement for transportation 
services is based on either exact mileage or a 
fixed round-trip price.  Most non-emergency 
transportation services, such as taxi rides, are 
priced using the exact mileage.   However, we 
identified 229 claims for which Medicaid 
overpaid one Onondaga County transportation 
provider $16,862, based on the fixed round-
trip rate instead of the actual mileage rate.  In 
one case, Medicaid paid the transportation 
provider $100 for a round trip instead of the 
rate based on the actual number of miles 
traveled - which would have been $36. We 
determined that these overpayments occurred 
because the county had supplied Medicaid 
with incorrect prior authorization information.  
As a result of our review, the Department 
contacted Onondaga County officials, 
corrected the prior authorization problem, and 
requested restitution of $16,862 from the 
provider.  
 

Recommendation 
 
4. Recover Medicaid’s overpayments of 

$16,862 for transportation.    

AUDIT SCOPE AND METHODOLOGY 
 
We did our audit according to generally 
accepted government auditing standards.  
During the period April 1, 2005 through 
September 30, 2005, we audited selected 
Medicaid claims processed by the 
Department.  If we found inappropriate 
Medicaid payments, we expanded our review 
to include five years of Medicaid claims 
history.  To accomplish our audit objectives, 
we extracted claims from the Medicaid 
payment file and verified the accuracy of the 
payments.  We also interviewed Department 
officials, reviewed applicable sections of 
federal and State laws and regulations, visited 
a dental clinic provider and Onondaga 
County, and examined the Department’s 
relevant payment policies and procedures. 
 
In addition to being the State Auditor, the 
Comptroller performs certain other 
constitutionally and statutorily mandated 
duties as the chief fiscal officer of New York 
State, several of which are performed by the 
Division of State Services.  These include 
operating the State’s accounting system; 
preparing the State’s financial statements; and 
approving State contracts, refunds, and other 
payments.  In addition, the Comptroller 
appoints members, some of whom have 
minority voting rights, to certain boards, 
commissions, and public authorities.  These 
duties may be considered management 
functions for purposes of evaluating 
organizational independence under generally 
accepted government auditing standards.  In 
our opinion, these management functions do 
not affect our ability to conduct independent 
audits of program performance. 
 

AUTHORITY 
 
The audit was performed according to the 
State Comptroller's authority as set forth in
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Article V, Section 1, of the State Constitution; 
and Article II, Section 8, of the State Finance 
Law. 
 

REPORTING REQUIREMENTS 
 
We provided a draft copy of this report to 
Department officials for their review and 
comment. Department officials generally 
agreed with our recommendations and 
indicated actions planned and taken to 
implement them.  A complete copy of the 
Department’s response is included as 
Appendix A.   
 
Within 90 days after the final release of this 
report, as required by Section 170 of the 

executive Law, the Commissioner of the 
Department of Health shall report to the 
Governor, the State Comptroller, and the 
leaders of the Legislature and fiscal 
committees, advising what steps were taken to 
implement the recommendations contained 
herein, and where recommendations were not 
implemented, the reasons therefor. 
 

CONTRIBUTORS TO THE REPORT 
 
Major contributors to the report include David 
Hancox, Sheila Emminger, Warren 
Fitzgerald, Earl Vincent, Dennis Buckley, 
Nancy Cecot, Wendy Matson, Lisa Rooney 
and Marticia  Madory. 
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