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Empire State Plaza
Albany, NY 12237

Re: Report 99-F-4

Dear Mr. Whalen:

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 officials of the Department of Health (Health or Department) as of May 4, 1999, to implement the
recommendations contained in our audit report, Monitoring Nursing Home Compliance With Medicaid
Participation Requirements And Controlling Provider Payments (97-S-30).  Our report, which was
issued on January 22, 1998, assessed the Department’s monitoring of nursing home compliance with
Medicaid participation requirements and the payment of selected ancillary service providers for the
period January 1, 1994 through December 31, 1996. 

Background

Medicaid is a Federally aided, State-operated and administered program that provides medical
benefits for certain low-income persons in need of health and medical care.  The program is authorized
by Title XIX of the Social Security Act.  The Federal Health Care Financing Administration (HCFA)
is an agency within the U.S. Department of Health and Human Services that is responsible for
implementing Federal quality assurance standards among health care providers, and for ensuring
Medicaid’s proper administration by states and contractors.  Subject to broad Federal guidelines, each
state determines how the Medicaid program will be administered, including the benefits covered, the
rules for eligibility, and the rates of payment to providers.

In New York State, the Department of Health administers the Medicaid program.  Health
contracts with a fiscal agent, Computer Sciences Corporation, to process Medicaid claims and make
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payments to providers.  The fiscal agent processes claims and pays providers for services rendered to
eligible Medicaid recipients through the Medicaid Management Information System (MMIS), a
computerized payment and information reporting system.

Health supervises and certifies the State’s nursing homes under Article 28 of the Public Health
Law.  The Department’s Bureau of Long Term Care Services (Bureau) is responsible for licensing
nursing homes and for certifying that they comply with Federal standards for safety and quality care.
Federal regulations also require the Bureau to establish written procedures and implement a control
system to receive, investigate and resolve complaints that nursing home residents or other parties bring
against nursing homes.  HCFA contracts with state governments to conduct periodic certification
surveys to ensure Federal standards are met.  The Bureau has six area offices (Buffalo, New Rochelle,
New York City, Northeast, Rochester, Syracuse) which monitor nursing homes’ compliance by means
of regular certification surveys and investigation of complaints.  For each Medicaid-eligible resident,
nursing homes receive a per diem reimbursement rate that includes the provision of basic care, as well
as many ancillary services, such as dental and pharmacy services.  During the three years ended
December 31, 1996, Medicaid reimbursed nursing home providers $13 billion.

Summary Conclusions

In our prior audit, we found that the New York City area office needed to improve its complaint
tracking system, and investigate complaints more timely to ensure this patient protection mechanism serves
its purpose.  We found that the New York City area office did not always investigate all the complaints
received or gather sufficient evidence to substantiate them.  While all area offices performed certification
surveys that were in general compliance with Federal regulations, improvements could have been made
in documenting survey results and in completing follow-up activities.  During our audit, we found some
minor problems with documenting survey results, meeting time frames for issuing Statements of
Deficiency and monitoring nursing home Plans of Correction.  We also determined that the Department
needed to investigate about $1.3 million in potential overpayments to ancillary care providers, and develop
programming changes to the MMIS to prevent future overpayments.

In our follow-up review, we found that Health officials have made significant progress in
implementing the recommendations contained in our audit report.  Health officials have established uniform
control policies and procedures for all area office complaint investigators to follow.  In addition, Health has
established a nursing home complaint work group comprised of area office and cental office staff.  The
work group meets regularly to ensure all area offices employ the methods prescribed by Health for
investigating complaints, resolve all complaints in a timely and appropriate fashion, and ensure consistency
in the complaint investigation process.  Health has also established a comprehensive process to monitor
and improve the performance of area office complaint investigators, providing area offices with complaint
investigator training and a written complaint investigation policies and procedures manual.  In addition,
Health officials have established a quality assurance and improvements committee that meets
periodically to ensure Federal and State requirements are met during certification surveys.  Health
officials have also investigated and determined the causes for the overpayments we identified during
our prior audit.  As a result of their investigation, Health has designed new MMIS computer controls
to detect and prevent future overpayments.  Some of the new MMIS enhancements have been
implemented and some are scheduled for implementation.
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Summary of Status of Prior Audit Recommendations

Of the nine prior audit recommendations, Health officials have implemented eight
recommendations and have partially implemented one recommendation.

Follow-up Observations

Recommendation 1

Follow up on the three outstanding Chapter 340 complaints and the seven outstanding general
complaints we identified during the audit.

Status - Implemented

Agency Action - The three outstanding Chapter 340 complaints and the seven outstanding general
complaints were followed up by the Bureau and resolved.

Recommendation 2

Ensure that the New York City area office has written procedures in place to help provide greater
control over complaint investigations.

Recommendation 3

Ensure that the New York City area office develops a control mechanism to track and monitor the
progress of all outstanding complaint investigations.

Recommendation 4

Develop and implement a system to monitor and improve the performance of complaint investigators.
Consider requiring periodic training refresher courses on proper investigative and evidentiary
techniques, and identifying best practices of area office complaint units.

Status - Recommendations 2, 3 and 4 have been implemented

Agency Action - In November of 1997, the Bureau established a statewide nursing home complaint
workgroup comprised of area and central office staff.  The objectives of the work group are
to make sure all area offices employ the best methods to resolve complaints received from
nursing home residents, ensure all complaints are resolved in a timely and appropriate fashion,
and ensure consistency in the investigation process.  Since its inception, the complaint
workgroup has implemented several improvements to the complaint investigation program.
These improvements include a uniform complaint intake process, a written complaint
investigation policy and procedures manual, and a designated complaint program manager at
each area office whose responsibilities include attending monthly meetings and identifying any
improvements and any training needs.  Also uniform complaint protocols and criteria and
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detailed flow charts were developed by the workgroup to aid area offices in their complaint
investigations.  Further, policy and procedures were developed for area offices to follow in
their interaction with the New York State Attorney General’s Office, Medicaid Fraud Control
Unit.

Recommendation 5

Develop a uniform process for documenting certification survey results and ensure this process is
followed by all Bureau employees.

Recommendation 6

Instruct area offices to develop controls to monitor the progress and timeliness of survey follow-up
activities, such as issuing deficiency statements and reviewing correction plans.

Status - Recommendations 5 and 6 have been implemented

Agency Action - Between October 1997 and March 1998, the Bureau appointed quality assurance
coordinators in each area office.  The coordinators and Bureau staff comprise a quality
assurance and improvements committee, which meets periodically to ensure that Federal and
State standards are met.  In addition, the Bureau has provided training to area office staff in
writing Statements of Deficiencies, reviewing care plans, and improving survey consistency.

Recommendation 7

Investigate the $1.3 million in potential overpayments identified in this report, and as warranted, take
steps to recover overpayments.

Status - Partially Implemented

Agency Action - Health officials have investigated and determined the causes for the overpayments
we identified during our prior audit.  In addition, Health has designed new MMIS computer
controls (edits) to detect and prevent future overpayments.  Some of the new MMIS
enhancements have been implemented and some are scheduled for implementation.  At the end
of our follow review, Health officials were planning to further investigate the potential
overpayments and make recoveries if appropriate. 

Recommendation 8

Correct MMIS programming to verify the effective date a drug is placed on the excluded list.

Status - Implemented
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Agency Action - Health officials designed and implemented new MMIS computer controls to verify
the effective date a drug is placed on the excluded list.  The new program logic was
implemented on March 20, 1998.

Recommendation 9

Investigate the reasons why MMIS controls did not prevent the other ancillary care provider payments
(for dental, therapy and transportation services) that are identified in this report.

Status - Implemented 

Agency Action - Health officials completed their investigation of MMIS controls.  As a result, Health
has designed new MMIS edits for ancillary claims submitted on behalf of nursing home
residents.  At the conclusion of our follow up review, this project was being implemented.

Major contributors to this report were Lee Eggleston, Donald Paupini, Warren Fitzgerald and
Lisa Rooney.

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

Yours truly,

Kevin M. McClune
Audit Director

cc: Mr. Charles Conaway


