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Re: Report 99-F-53

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 December 13, 1999, to implement the
recommendations contained in our audit report, Department of Health and Office of Temporary
and Disability Assistance, Accuracy of Medicare Information for Medicaid Recipients (Report 96-
S-91). Our report, which was issued on July 21, 1998, reviewed the management controls
established by Health and the Office of Temporary and Disability Assistance over the
identification and updating of Medicare coverage for Medicaid recipients.

In their June 4, 1998 response to our report, Office of Temporary and Disability Assistance
officials stated that, with the abolishment of the Department of Social Services and the creation
of the Department of Family Assistance (of which the Office of Temporary and Disability
Assistance is a component part), the Department of Health assumed responsibility for matters
relating to Medicaid.  Hence, Office of Temporary and Disability Assistance officials did not
respond to our recommendations.  Therefore, 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
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payment and information reporting system.  The New York State Department of Health (Health)
is responsible for administering the Medicaid program and the MMIS.  The New York State
Office of Temporary Disability Assistance (OTDA) also plays a role in administering certain
aspects of the Medicaid program.

According to Federal law and State regulations, if a Medicaid recipient has health
insurance from Medicare or other third-party resources, the medical service provider must bill
Medicare and all third-party resources before billing the MMIS.  MMIS has built-in computer
controls to deny payment to providers for recipients with Medicare coverage unless the claim
indicates the Medicare program has been billed for its share of the costs.  In addition, OTDA
maintains all Medicaid recipient information, including Medicare and other third-party resource
information, on the Welfare Management System (WMS).  The 58 local social services districts
have the primary responsibility for updating the WMS.  Information relating to Medicare coverage
is obtained when people apply for Medicaid benefits, or decertify their benefits, at the local
districts.  Every week, the MMIS is updated with relevant information from the WMS.

Monthly, OTDA, on behalf of Health, provides the Federal Social Security Administration
(SSA) with a computer file that identifies Medicaid recipients.  SSA matches these recipients
against its computerized files of SSA beneficiaries, and if SSA determines that any of its
beneficiaries are also Medicaid recipients, it will provide SSA eligibility and Medicare coverage
information to Health.

Summary Conclusions

In our prior audit, we found that Health and OTDA did not have adequate controls to
ensure the accuracy of Medicare information used in MMIS’s processing of Medicaid claims.  We
identified 44,542 Medicaid recipients whose Medicare coverage had not been identified by OTDA
or Health for input onto the MMIS.  During the 17-month period ended May 17, 1997, Medicaid
paid hospitals about $20.2 million for services on behalf of 3,365 of these recipients.  Because
Health and OTDA were not aware of this coverage, Medicare may not have paid its share of the
cost of these services.  The audit identified a number of areas where Health could improve the
accuracy of Medicare information used in the MMIS processing of Medicaid claims.

In our follow-up review, we found that Health officials have made significant progress in
implementing the recommendations contained in our prior audit report.  Health officials have
undertaken a new Medicare identification and update process to identify previously unknown
Medicare coverage for Medicaid recipients.  In September 1998, Health officials recovered about
$16.3 million in Medicaid payments for recipients whose Medicare coverage was identified as a
result of this process.  Health officials have initiated a project to reconcile WMS, MMIS and the
Electronic Medicaid Eligibility Verification System (EMEVS) to synchronize Medicare and other
third party insurance information in all three systems.  In addition, Health officials are providing
new training to local districts to help them identify Medicare and third party insurance coverage
for Medicaid recipients.  Further, Health officials are actively monitoring the efforts of the ten
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largest local districts in New York State to identify third party insurance coverage, including
Medicare.

Summary of Status of Prior Audit Recommendations

         Of the eleven prior audit recommendations, Health officials have implemented eight
recommendations, partially implemented two recommendations, and have not implemented one
recommendation.

Follow-up Observations

Recommendations 1 and 3

Research and resolve “mismatched” transactions received from SSA and take the measures
necessary to ensure that recipient data submitted to SSA is in an acceptable, uniform format so
that complete Medicare information can be efficiently obtained for all possible Medicaid
recipients.

Evaluate the computer logic that decides whether to accept and update the WMS with Medicare
coverage data received from SSA to ensure that the logic is not rejecting transactions that will
update improved Medicare coverage.

Status - Implemented

Agency Action - Health has undertaken computer projects to match the Medicaid recipient file
with the CINTRAK file (a computer file containing Medicare coverage information; the
source of the information is the SSA) as an alternative method of identifying previously
unknown Medicare coverage for Medicaid recipients.  While our follow-up review did not
include any testing of the Medicaid recipient file and CINTRAK file match processing
itself, this match seems to be a valid alternative method of identifying previously unknown
Medicare coverage for Medicaid recipients.  In addition, Health has initiated a project to
synchronize the WMS, EMEVS, and MMIS files to ensure that all systems have complete
and consistent Medicare and other third party insurance information for recipients. 

Recommendations 5 and 11

Follow up on the Medicaid recipients we identified whose Medicare coverage is not indicated on
the WMS and update the WMS/MMIS.  Recover any overpayments that were made for services
provided to these recipients.

Follow up on the Medicaid recipients we identified whose Medicare coverage is not indicated on
the MMIS.  Recover any overpayments that were made for services provided to these recipients.

Status - Implemented
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Agency Action - Health conducted a match of the Medicaid recipient file and CINTRAK file
which resulted in identification of Medicare coverage for Medicaid recipients that was not

included previously on the MMIS.  Based on this match and further matching with
the Medicaid adjudicated claims file, during September 1998 the Bureau recovered
about $16.3 million in claims paid for Medicaid recipients with Medicare coverage.

  Recommendations 2 and 10

Ensure that the computer update process accurately and completely updates Medicare coverage
data to the WMS.  At the very least, controls should include procedures for reconciling input and
output transactions, and for printing, researching, and resolving transactions rejected during all
stages of the WMS update process.

Perform an annual reconciliation of Medicare coverage information on the WMS with the MMIS,
as well as Medicare coverage on the WMS/MMIS with an independent source of Medicare data.

Status - Implemented

Agency Action - To ensure Medicare coverage data is updated accurately and completely to the
WMS, Health has developed computer programs that will match third party health
insurance records to the WMS, EMEVS, and MMIS files on a monthly basis, to resolve
file synchronization problems and bring Medicare and other third party insurance coverage
information up to date on all three systems.  At the time of our follow-up review, the
programs have not been run because other computer projects, such as Year 2000
compliance efforts, have higher priority.  Health has requested an anticipated run date of
June 1, 2000 for the insurance coverage updates.  In addition, to provide reconciliation of
Medicare coverage data, Health has undertaken computer matches of the Medicaid
recipient file with the CINTRAK file to identify previously unknown Medicare coverage
for Medicaid recipients.  Medicare coverage information on the CINTRAK file comes
from the Federal Social Security Administration, an independent source.

Recommendation 4

Evaluate the continued need for the WMS update protection of local district records.  Take the
measures necessary to ensure that this protection does not, by default, protect all third-party
resource records from subsequent update when an update is appropriate.

Status - Implemented

Agency Action - Health officials evaluated the need for the WMS update protections of local
district records and decided to keep the protections in place because they maintain that
local district identification of third party resources may be more accurate than Health’s.
However, the protections allow recipient insurance coverage information to be updated
when current coverage is expanded or when new coverage is identified.
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Recommendation 6

Refine and enhance the monthly reports to enable local districts to efficiently and effectively
identify all possible coverage for Medicaid recipients.

Status - Not Implemented

Agency Action - Health officials stated they have not refined and enhanced the monthly reports
to local districts because of organizational changes resulting from the abolishment of the
Department of Social Services.  However, Health officials stated they intend to refine and
enhance these reports in the future.

Recommendation 7

Monitor local district practices for identifying and updating Medicare and other third-party
resource information for Medicaid recipients to ensure that local districts efficiently and effectively
identify and update all possible coverage.

Status - Implemented

Agency Action - Health is taking steps to provide training to local districts on identifying third
party insurance resources for recipients and to monitor their efforts, through annual
regional information seminars throughout the State and annual case record reviews at the
ten largest counties in the State.

Recommendations 8 and 9

Ensure that the computer update process accurately and completely updates Medicare coverage
data from the WMS to the MMIS.  Controls should include reconciling the WMS daily update
reports to the weekly MMIS update report and reviewing the MMIS rejected transaction reports
to ensure that errors are corrected and resubmitted for processing.

Assign responsibility for the entire WMS/MMIS update process and monitor the process to ensure
that internal controls are working as intended.

Status - Partially Implemented

Agency Action - Health’s Bureau of Third Party Liability (Bureau) is entering a formal service
agreement with Health’s Division of Information and Systems Support (DISS).  Under this
agreement, DISS is assigned responsibility for the entire systems update process and for
notifying the Bureau of any problems encountered during the update process.  However,
at the time of our follow-up review, no definite date was in place for DISS to begin the
systems update.
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Major contributors to this report were Lee Eggleston, Donald Paupini and Lawrence
Julien.

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


