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AUDIT OBJECTIVE 
 
Our audit objective was to identify Medicaid 
overpayments for Medicare Part B 
deductibles and the causes for such 
overpayments.  
 

AUDIT RESULTS - SUMMARY 
 
For the period January 1, 2003 to November 
30, 2006, our audit identified an estimated 
$592,000 in Medicaid overpayments to over 
2,000 medical providers who incorrectly 
billed Medicaid for Medicare Part B services.  
We found medical providers that billed 
Medicaid twice (and were paid twice) for 
clients’ Medicare Part B deductible.  We also 
identified numerous instances of providers 
submitting inaccurate Medicare Part B 
payment information on Medicaid claims to 
increase their payments from Medicaid.  
Because we did not have all of the Medicare 
Part B payment information needed at the 
time of our audit, we were not able to identify 
all of the overpayments that were occurring 
due to these conditions. 
 
We found the Department lacked necessary 
controls on their eMedNY claims processing 
system to prevent these overpayments and 
needs to better clarify and communicate to 
providers its billing rules regarding Medicare 
Part B deductible claims. 
 
Our report contains three recommendations. 
 
This report, dated October 16, 2007, 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 Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236 
 

BACKGROUND 
 
The Department of Health (Department) 
administers the Medicaid program in New 
York State, which was established under Title 
XIX of the federal Social Security Act to 
provide medical assistance to needy 
individuals.  Many of the State’s Medicaid 
recipients are also eligible for Medicare 
which provides inpatient, outpatient, and 
prescription drug coverage for its eligible 
enrollees.  Outpatient coverage, referred to as 
Medicare Part B, includes services such as 
doctor visits, clinical laboratory tests, blood 
work, outpatient hospital services, and, in 
some cases, home health care.   
 
All patients enrolled in Medicare Part B are 
responsible for paying Medicare an annual 
deductible.  In 2007, the deductible is $131 
per individual, up from $124 in 2006 and 
$110 in 2005.  Part B beneficiaries are also 
responsible for paying Medicare co-insurance, 
which is the difference between what 
Medicare allows and pays providers for a 
covered service.  The amount Medicare pays 
to providers varies depending upon the 
service provided and whether a Medicare 
recipient has or has not met their annual 
deductible limit.  For example, if a 
beneficiary has not met their annual 
deductible, Medicare deducts the balance of 
the beneficiary’s deductible from the amount 
it pays the beneficiary’s medical providers.   
 
When a patient is eligible for Medicare and 
Medicaid (dual eligible), Medicaid will 
reimburse providers for the cost of the 
patients’ annual Part B deductible and co-
insurance.  During the period January 1, 2003 
to November 30, 2006, Medicaid paid over 
$19 million to approximately 11,000 
providers to cover recipients’ Medicare Part B 
deductibles.  
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To manage and process Medicaid claims, the 
Department uses the State’s eMedNY system, 
which the Department implemented on March 
24, 2005.  Since its implementation, the 
Department has developed numerous 
computer checks (edits) in the eMedNY 
system to help prevent incorrect payments to 
providers.  As new risks of incorrect payment 
processing are identified, including those 
identified by the Comptroller’s audits, the 
Department adds edits to address those risks. 
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Medicaid Overpayments of Medicare Part 

B Deductibles 
 
All Medicare beneficiaries are responsible for 
paying an annual deductible amount and 
individual co-insurance for the Medicare Part 
B services they receive. Medicare does not 
bill beneficiaries directly for these costs.  
Rather, Medicare reduces the amount it pays 
the beneficiaries’ medical providers for 
services. The medical provider is then 
responsible for billing the patient for this 
amount. However, when a patient is eligible 
for Medicare and Medicaid (dual eligible), 
Medicaid will reimburse providers for the full 
cost of their patients’ annual Part B deductible 
and in most instances 20 percent of the co-
insurance amount.  Thus, the medical 
provider must bill Medicaid for the 
appropriate amount after it receives the 
Medicare payment. 
 
According to Department regulations, medical 
providers are only entitled to Medicaid 
reimbursement for up to 100 percent of a 
recipient’s annual Medicare Part B deductible 
and any required Medicare co-insurance.  In 
2007, the annual Part B deductible is $131 per 
beneficiary, up from $124 in 2006 and $110 
in 2005. 

We analyzed all Medicaid claims paid to 
providers for reimbursement of a client’s 
Medicare Part B deductible during our audit 
period.  Our analysis identified a number of 
providers who appeared to be incorrectly 
billing Medicaid for these deductibles.  We 
identified the five medical service providers 
who we believed showed the highest potential 
overpayments and visited four of these 
providers.  (We elected not to visit one of the 
top five providers because this provider was 
under investigation by the State Attorney 
General for, among other things, billing 
Medicaid improperly for Medicare 
deductibles.)  We reviewed the Medicare 
billing records for all or a sample of their 
Medicaid claims involving a Part B 
deductible.   
 
We determined all four of the providers were 
incorrectly billing Medicaid for Medicare Part 
B deductibles.  Three of these providers were 
billing twice the amount they were entitled to 
for the deductibles while the fourth 
consistently billed for a full deductible each 
time a service was provided, even though the 
recipient’s annual Medicare Part B deductible 
was met and Medicare was paying the full 
amount.  We confirmed the amount each 
provider was overpaid during our audit scope 
for the claims reviewed.  We conservatively 
estimated overpayments to these providers for 
claims we did not review.  The following 
chart summarizes our findings for the four 
providers we visited: 
 

 

 
 

Provider 

 
Confirmed 

Overpayments 

 
Estimated 

Overpayments 

 
 

Total 
A $51,889 $    882 $ 52,771 
B $12,977 $30,532 $ 43,509 
C $  3,210 $27,565 $ 30,775 
D $  1,886 $26,183 $ 28,069 

Total $69,962 $85,162 $155,124 
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Our audit revealed a common incorrect billing 
pattern at three of the providers audited.  
These providers incorrectly billed Medicaid 
twice for Medicare Part B deductibles.  We 
used this knowledge to reanalyze all Medicare 
Part B deductible claims paid by Medicaid 
during our audit period and identified many 
other providers with the same billing pattern.  
Based on this analysis, we estimate nearly 
$539,000 in overpayments were made to 
2,045 providers that double billed Medicaid 
for a clients’ Medicare Part B deductible.  In 
total, we found over 10,000 instances of 
suspected double billing by these providers.  
This estimate is based on instances where the 
same provider was paid for duplicate claims 
(i.e., the provider was paid the same amount 
by Medicaid at least twice for the same client, 
date of service, and medical procedure and 
reported the same amount approved and paid 
by Medicare).   
 
Our audit at one of the four providers also 
found nearly $53,000 in overpayments that 
occurred when the provider was paid for two 
claims involving a Part B deductible that were 
not exact duplicates.  This provider (provider 
A) always submitted two claims for each 
client service.  One claim, normally $100, 
was for reimbursement of the client’s 
Medicare Part B deductible while the second 
claim, usually $12, was submitted to cover a 
fictitious coinsurance amount.  This provider 
admitted to frequently billing Medicaid prior 
to receiving Medicare payment, which is not 
allowed, and always reported incorrect 
Medicare payment information on his 
Medicaid claim.  In fact, this provider was 
paid about $7,700 by Medicaid for deductible 
reimbursements for the same client in the 
same year, when he was only entitled to $100. 
 
In total, we identified an estimated $592,000 
in overpayments ($539,000 due to double 
billings by over 2,000 providers and $53,000 
due to excessive billings by the provider 

submitting two claims).  The amount we 
identified would likely have been much 
greater; however, the Medicare payment data 
necessary to determine with greater accuracy 
the entire population of overpayments was not 
available to us at the time of our audit. 
 
During our interviews of the providers we 
visited, each stated they were confused about 
properly billing Medicaid for Medicare 
deductibles and associated coinsurance.  We 
found the Department issued a Medicaid 
update to providers in January 2005 
describing the billing rules for these claims.   
 
We presented our findings to the Department 
and learned the eMedNY claims processing 
system does not have edits in place to track 
Medicare deductible payments, and therefore 
did not prevent these overpayments.  
Department officials stated they will work to 
develop edits to prevent future overpayments.   
Additionally, we provided specific 
information on the four providers we visited 
to staff from the Office of the Medicaid 
Inspector General (OMIG).  The OMIG staff 
indicated that they were looking further into 
these providers to assess whether there was 
fraud committed. 
 

Recommendations 
 
1. Develop and implement edits in the 

Department’s eMedNY claims processing 
system to track Medicare deductible 
claims and prevent excessive/double 
billing.  

 
2. Clarify and communicate to all providers 

the billing rules associated with Medicare 
deductibles and coinsurance. 

 
3. Investigate and recover all 
 overpayments made to providers for 
 excessive/double billing of Medicare 
 deductibles. 
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AUDIT SCOPE AND METHODOLOGY 
 
We conducted our audit in accordance with 
generally accepted government auditing 
standards.  Our performance audit focused on 
identifying Medicaid overpayments for 
Medicare deductibles during the period 
January 1, 2003 to November 30, 2006.   
 
To meet our audit objective, we reviewed 
applicable statutes and Department policies 
and met with officials from the Department to 
clarify our audit criteria.  We also completed 
numerous analyses of Medicaid claims in our 
scope, from which we identified providers 
with the greatest likelihood of over-billing 
Medicaid for Medicare deductibles.  Based on 
our analyses, we visited a sample of four 
providers to review selected medical and 
billing records to assess whether the provider 
was overpaid.  When possible, we used the 
results from our sampled providers to 
estimate total overpayments for all similar 
claims for that provider or for all providers.   
 
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.  These include operating the State’s 
accounting system; preparing the State’s 
financial statements; and approving State 
contracts, refunds, and other payments.  In 
ad d i t i o n ,  the Comptroller appoints 
members to certain boards, commissions and 
public authorities, some of whom have 
minority voting rights.  These duties may be 
considered management functions for 
purposes of evaluating organizational

independence under generally accepted 
government auditing standards.  In our 
opinion, these functions do not affect our 
ability to conduct independent audits of 
program performance. 

 
AUTHORITY 

 
The audit was performed 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. 
 

REPORTING REQUIREMENTS 
 

We provided a draft copy of this report to 
Department officials for review and comment.  
We considered the Department’s response in 
preparing this report.  Department officials 
agreed with our recommendations and 
indicated specific actions they will take to 
implement them.  A complete copy of the 
Department’s response is included in this 
report 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 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 why.  

 
CONTRIBUTORS TO THE REPORT 

 
Major contributors to this report were Robert 
Wolf, Dennis Graves, Christopher Morris and 
Daniel Towle. 
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