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Scope of Audit 

Audit Observations
and Conclusions

Executive Summary

Department of Health
Monitoring Medicaid Managed Care Contracts

The Department of Health (Department) is responsible for the overall
operation of New York State’s Medical Assistance Program (Medicaid).
The Department administers the Medicaid Managed Care program, and the
State’s 58 social service districts (local districts), including New York City,
are responsible for its implementation.  Local districts enter into contracts
with managed care organizations (MCOs) in their area and enroll eligible
recipients in the MCOs.  To help ensure MCOs provide quality care, the
Department has designed model contracts which require the MCOs to
submit a series of performance reports to the Department and local
districts.  The Department and local districts use these reports as one of
several mechanisms to monitor MCOs’ compliance with specific Medicaid
Managed Care program requirements.  The Department’s goal is to enroll
2.25 million Medicaid recipients in MCOs by December 31, 2000.  For the
Federal fiscal year ended September 30, 1999, the Department reported
paying MCOs nearly $1.1 billion in premiums for approximately 646,000
enrolled recipients.

Our audit addressed the following question about the Department’s
monitoring of Medicaid Managed Care programs for the period January 1,
1998 through August 31, 1999:

! Has the Department implemented appropriate policies and proce-
dures to direct Department and local district monitoring of required
MCO reports that provide information about the access, quality of
care and financial issues at MCOs?

MCOs are required to send many of the same performance reports to both
the Department and the local districts, which use them for separate and
specific oversight purposes.  We found that, with the exception of three
reports, the Department generally ensured it received required reports and
carried out related monitoring activities.  On the other hand, information
we gathered from the 20 districts we surveyed and the six districts we
visited, except for New York City district, confirmed that the local districts
generally do not ensure that MCOs comply with reporting requirements.
Our audit also found wide variations in MCO compliance levels and
inconsistent documentation and follow up for the reports districts did
receive. Improvements in these areas would help to ensure enrollees
receive access to quality care at MCOs.

The Department uses the information in MCO reports to help provide
comprehensive statewide oversight of MCOs in the Medicaid Managed
Care program, including evaluating various financial and service issues.



Comments of
Department
Officials

We found the Department generally ensured MCOs submitted the required
reports for 1998.  However, we determined that the Department did not
receive two reports (Appointment Availability Studies and 24-Hour Access
Reviews) timely and/or in the proper format from over 50 percent of
MCOs, and did not receive most of the Primary Care Provider Auto-
Assignment reports due from MCOs contracting outside New York City.
We believe this noncompliance occurred because the Department had not
established a system to track and follow up on these reports.  To help
ensure enrollees have access to health care services and a choice of
primary care providers, we recommend the Department track the
submission of these reports and monitor the information they contain. (See
pp. 8-12)

The local districts use the information in the MCO reports to evaluate
managed care operations within their counties.  We surveyed a judgmental
sample of 20 local districts, including all 12 districts with mandatory
Medicaid Managed Care programs (counties that enroll most eligible
recipients in MCOs) and 8 districts with voluntary programs (counties that
do not require recipients to enroll in MCOs) and visited 6 of these districts.
Our survey information indicated that districts did not effectively monitor
MCO reporting requirements during our audit period, and our on-site visits
confirmed this noncompliance.  At the 6 districts we visited, we found
MCOs had submitted only 36 of the 63 reports they owed, collectively, to
these districts.  Although compliance levels were better in districts with
mandatory programs than in those with voluntary programs, we found
significant variations in compliance among districts.  For example, the New
York City district, which has a system to monitor and track MCO reports,
achieved consistently high submission rates from its 20 MCOs in 1998.  To
help improve compliance at districts statewide, we recommend that the
Department instruct districts to establish tracking systems similar to New
York City’s system. (See pp. 12-13)

We also found that, even when they do receive the required MCO reports,
districts are inconsistent in performing and documenting their monitoring of
contract compliance.  We recommend the Department enhance current
processes to help all districts improve their monitoring efforts. (See pp. 13-
15)

In responding to our draft report, Department officials stated that during the
audit period the Medicaid managed care program was in a developmental
phase and that the information reported by managed care plans is one of
the tools used by the Department to monitor the managed care program.
While Department officials disagreed with certain aspects of the report,
they agreed to implement several recommendations.
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Background

Introduction

The Department of Health (Department) administers New York State’s
Medical Assistance Program (Medicaid), which was established under Title
XIX of the Federal Social Security Act (Act) to provide medical assistance
to needy people.  The Department assumed responsibility for Medicaid in
October 1996.  As of July 1997, the Federal Health Care Financing
Administration (HCFA) approved a waiver that released New York State
from certain requirements of the Act and allowed the Department and
participating counties to establish a statewide mandatory Medicaid Managed
Care program.  The objective of the Medicaid Managed Care program is to
provide recipients with quality health care services and a “medical home”
in a local managed care organization (MCO). 

The Department, through its Office of Managed Care, is responsible for the
overall operation of the Medicaid Managed Care program, and the State’s
58 social service districts (local districts), including New York City, are
responsible for its implementation.  Individuals apply for medical assistance
at local district offices.  The local districts, which enter into contracts with
MCOs in their area, enroll eligible recipients in the MCOs.  For each
enrolled recipient, MCOs receive a monthly “capitation” payment, a monthly
payment determined by the number and type of recipients enrolled in the
MCO.  In return, the MCOs must ensure that each enrollee has a primary
care provider, adequate access to a full continuum of quality health care and
24-Hour access to urgently-needed services.  The Department’s responsibili-
ties include designing model MCO contracts.  The model contracts state the
minimum requirements MCOs must meet to participate in the Medicaid
Managed Care program, including the requirement to report information to
the Department and local districts. The Department also sets capitation rates
and establishes policies and procedures for ensuring that MCOs comply with
contract requirements and deliver quality health care services to enrolled
recipients. 

The Department designs, and HCFA approves, model MCO contracts for
two kinds of Medicaid Managed Care programs currently in operation in
local districts throughout the State: mandatory programs and voluntary
programs.  Local districts with mandatory programs are those counties that
have been approved by HCFA to require most of their non-elderly and non-
institutionalized recipients to enroll in MCOs.  During our audit period, 12
local districts had mandatory programs.  Local districts with voluntary
programs are those which allow their recipients the choice of enrolling in
MCOs or continuing to receive health care services from providers on a fee-
for-service basis.  Some of these districts (13 at the time of our audit) are
scheduled to move from a voluntary participation status to a mandatory status
by December 2000, upon HCFA approval.  The remaining 33 local districts
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with voluntary programs are exempt from being moved to a mandatory
enrollment status (at least until March 2001) for a variety of reasons,
including a shortage of physicians in the area or the existence of only one
MCO in the counties.  (In responding to our draft report, Department
officials stated that since our report was written, one county requested that
its exemption be rescinded.  Therefore, 32 local districts are exempt from
participation in the State’s mandatory Medicaid Managed Care program.)

The model contracts for the mandatory and the voluntary programs, as
designed, state slightly different reporting requirements for MCOs. The
Department amended contracts for certain voluntary programs in December
1997 to make the reporting requirements comparable to those for mandatory
programs by January 1998.  However, some counties’ contracts were not
amended until October 1998.  Even before the amendment, however, both
types of contracts required many of the same kinds of reports from MCOs.
For example, both types of contracts require MCOs to submit their semi-
annual financial statements.  Both contracts also require MCOs to report
“No-Contact Data” to local districts every month. These statistics represent
the number of new members the MCOs were unable to contact within 90
days of enrollment, as required by the contract.  The Department and local
districts can review such performance data to determine whether MCOs are
achieving targeted goals and to follow up on problem areas or complaints.
The frequency of report submission is detailed in the model contract and
varies depending on the report.

MCOs are often required to send the same reports to both the Department
and the local districts.  However, the Department and local districts use the
information in the reports for separate and specific oversight purposes.  The
reviews performed by the Department focus on broad-based, statewide
issues, while the local districts’ monitoring focuses on county-specific
operations.  Thus, both the Department and local districts monitor MCOs’
compliance with the reporting requirement, but from different perspectives.
The Department shares contract monitoring responsibilities for the New York
City district with the New York City Department of Health (NYCDOH).  A
formal memorandum of understanding between the Department and
NYCDOH gives NYCDOH responsibility for 8 of the 13 types of reports the
district’s MCOs are required to submit. 

In October 1999, the Department updated its Operational Protocol that HCFA
requires for mandatory Medicaid Managed Care programs. The Operational
Protocol, which HCFA has approved, describes operational policies and
procedures of mandatory programs.  It also identifies the service, reporting
and/or monitoring responsibilities for the MCOs, local districts and the
Department.  The Department has also established overall policies for
monitoring MCOs, and began using a Local District Managed Care Program
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Audit Scope,
Objective and
Methodology

Review (Review) process in January 1999.  The Review process is used as
a tool to assess mandatory districts’ monitoring effectiveness, in addition to
several other managed care operations performed at the local districts.
However, these additional processes were not included within the Medicaid
Managed Care contract reporting requirements.  During the Review process,
the Department measures the district’s performance against a checklist of
some of the reports the district should receive and the practices it should
follow to ensure MCOs’ compliance with contract provisions, such as
conducting surveys of new enrollees.  In addition, the Department performs
its own comprehensive annual operational surveys and other on-site reviews
of MCOs to identify noncompliance, to monitor areas of particular concern
(such as provider availability) and to analyze member satisfaction.  The
Department also conducts targeted studies in response to specific problems,
such as determining the reasons for sudden increases in the number of
complaints.

As of September 1999, more than 646,000 Medicaid recipients were enrolled
in MCOs in New York State; the Department’s stated goal is to enroll 2.25
million of the State’s Medicaid recipients in MCOs by December 31,
2000.  For the Federal fiscal year ended September 30, 1999, the
Department reported paying MCOs nearly $1.1 billion in capitation
premiums for enrolled recipients.  Payment for Medicaid Managed
Care, like other services covered under Medicaid, is funded by the
Federal, State and local governments (typically 50 percent, 25 percent,
and 25 percent, respectively). New York State’s share of monies paid
to MCOs for the above Federal fiscal year totaled almost $353 million.

We audited the Department’s policies and procedures for monitoring MCOs’
compliance with requirements of Medicaid Managed Care contracts for the
period of January 1, 1998 through August 31, 1999.  The objective of our
performance audit was to determine if the Department has implemented
appropriate policies and procedures to direct Department and local district
monitoring of required MCO reports that provide information about the
access, quality of care and financial issues at Medicaid Managed Care
program providers. 

This audit is the third in a series of audits of the Department’s
management of the State’s efforts to transition the majority of its
Medicaid population from a traditional fee-for-service health care
services model to a managed care services model.  The first two reports
(Report 96-S-70, issued July 24, 1998 and Report 97-S-59, issued June
3, 1999) addressed, respectively, the Department’s monitoring of quality
of care issues at MCOs, and its assessment of the managed care
network’s capacity to handle the influx of new members and provide
them with adequate accessability to health care services.  
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To accomplish our audit objective, we interviewed Department officials
about their roles in monitoring the contract reporting requirements.  We
evaluated the Medicaid Managed Care program model contracts for the
voluntary and mandatory programs, the Operational Protocol, Depart-
ment documentation of contract monitoring efforts and the actual reports
submitted by MCOs.  

We also surveyed a judgmental sample of 20 local districts to develop
summary information about the reports districts receive from MCOs,
what districts do with the reported information and how the Department
and local districts follow up on reported information.  The 20 local
districts we selected were as follows: all 12 local districts that operated
mandatory Medicaid Managed Care programs in 1998 (Albany,
Broome, Columbia, Erie, Greene, Monroe, Niagara, Ontario, Onon-
daga, Rensselaer, Saratoga and Westchester); 4 local districts that had
voluntary contracts during our audit period which they plan to convert
to mandatory programs (Cortland, New York City, Schenectady and
Suffolk); and 4 local districts operating voluntary programs that were
exempt from mandatory participation (Cattaraugus, Chemung, Sullivan
and Warren).  We selected the eight local districts with voluntary
programs on the basis of the percentage of their respective Medicaid
populations enrolled in managed care and the number of MCOs under
contract in the districts.  We then selected six of the 20 local districts
to visit so we could review MCO reports and district monitoring
processes in detail.  We selected districts to visit (Albany, Columbia,
Onondaga, New York City, Suffolk and Sullivan) based on their survey
responses and their descriptions of their monitoring processes.  Further,
we selected New York City based on the large size of its Medicaid
Managed Care program and its stated objective of converting to a
mandatory program as soon as possible.

We conducted our audit in accordance with generally accepted
government auditing standards.  Such standards require that we plan
and perform our audit to adequately assess the operations of the
Department that are included in our audit scope.  Further, these
standards require that we understand the Department’s internal control
structure and compliance with those laws, rules and regulations that are
relevant to the operations included in our audit scope.  An audit
includes examining, on a test basis, evidence supporting transactions
recorded in the accounting and operating records and applying such
other auditing procedures as we consider necessary in the circum-
stances.  An audit also includes assessing the estimates, judgments and
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Response of
Department of
Health Officials to
Audit

decisions made by management.  We believe that our audit provides a
reasonable basis for our findings, conclusions and recommendations.

We use a risk-based approach when selecting activities to be audited.
This approach focuses our audit efforts on those operations that have
been identified through a preliminary survey as having the greatest
probability for needing improvement.  Consequently, by design, finite
audit resources are used to identify where and how improvements can
be made.  Thus, little audit effort is devoted to reviewing operations that
may be relatively efficient or effective.  As a result, our audit reports
are generally prepared on an “exception basis.”  However, while this
report does highlight those areas needing improvement, in conformance
with exception-based reporting, it also recognizes certain effective
monitoring practices in place at one local district.

We provided draft copies of this report to Department officials for their
review and comment.  Their comments have been considered in preparing
this report and are included as Appendix B.

In responding to the draft report, Department officials stated that the
Medicaid Managed Care program continued its developmental phase during
the period of the audit and that program requirements were being refined to
be more efficient and effective.  The officials noted that a new model
contract became effective October 1, 1999 which modified many of the
reporting requirements subject to audit.  They also stated that self-reported
information by managed care plans is just one tool the Department and local
districts use to evaluate the effectiveness of the Medicaid Managed Care
program.  For example, the Department uses an external contractor to
conduct independent access and availability studies.

Department officials disagreed with certain aspects of the report.  In
response to our statements that the Department did not monitor Access
Reviews and that districts did not adequately monitor MCO contract
compliance, Department officials stated their belief that other mechanisms
are in place to ensure that it and the local districts can monitor the managed
care program.  Department officials also stated that the report was
misleading or incorrect in certain other respects.  Further, Department
officials disagreed with our recommendation to improve the process to track
missing and incorrect Appointment Availability/24-Hour Access Studies,
stating that the October 1, 1999 model contract no longer requires MCOs to
submit these documents to the Department and local districts.  Department
officials agreed with the other four recommendations, while stating that they
were not required to implement three of them.
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As a result of our review of the Department’s response, we made various
revisions to the final report.  For example, we modified our comments on
pages 9 and 10 of the report to clarify that, when contractually required
reports are not submitted, the Department and districts could not obtain
assurance from the reporting process about recipient access to health care
services and other important aspects of MCO operations.  Given the changes
in reporting requirements reflected in the October 1, 1999 model contract,
we deleted our recommendation that the Department improve the process to
track Appointment Availability/24-Hour Access Studies.  We also made other
technical modifications to the report.

Notwithstanding the changes we made in consideration of the Department’s
response to the draft report, it is important to note that the focus of our audit
was on the Department’s and districts’ monitoring of MCO’s compliance
with the reporting requirements of Medicaid Managed Care contracts for the
period January 1, 1998 through August 31, 1999.  We acknowledged in our
draft report that the Department and local districts use the contractually
required reports as one of several mechanisms to monitor MCO’s compli-
ance with specific Medicaid Managed Care program requirements.
However, our audit identified non-compliance with the reporting require-
ments, especially at the district level, which could impair the Department’s
and districts’ ability to monitor MCO operations.  In general, Department
officials agreed to implement our recommendations.

Within 90 days after 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 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.
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Monitoring Medicaid Managed Care Contracts

Since the mandatory and voluntary contracts require MCOs to regularly
report indicators that show whether they are achieving program goals
related to both the quality of care and the accessibility of services, this
audit examined whether the Department and local districts have
processes in place to ensure they receive and monitor the reports
required by the contracts. 

As stated previously, MCOs are required to send many of the same
reports to both the Department and the local districts, which use them
for separate and specific oversight purposes.  We found that, with the
exception of three reports, the Department generally ensured it received
the required reports and carried out related monitoring activities.  On
the other hand, information from the 20 districts we surveyed indicated,
and our on-site visits to 6 districts confirmed, that local districts
generally do not ensure MCOs submit required reports.  The 6 counties
we visited had received only 36 of the total 63 reports required.  There
were also significant reporting variances among districts and among
MCOs within districts.  Districts with mandatory programs generally
had better rates of compliance than those with voluntary programs.
Unless they receive the reports, districts cannot ensure MCOs are
providing adequate services to recipients, track MCO performance or
follow up on problems.  We believe many local districts have difficulties
enforcing contract compliance because they lack a formal system for
tracking MCO reporting. 

Most eligible recipients statewide will eventually be served through the
Medicaid Managed Care program.  The Department’s goal is to ensure
adequate access to quality health care for all these recipients.  To help
meet this responsibility, the Department gives districts training and
technical assistance related to Medicaid Managed Care.  By enhancing
this guidance, we believe the Department can help improve the
effectiveness and consistency of local district monitoring.  We encourage
the Department to instruct districts to develop formal guidelines to track
and follow up on MCO reports.  These guidelines could include some
of the aspects of New York City’s compliance tracking system, which
we found to be effective.  We believe the Department can further
improve districts’ monitoring of MCOs by reviewing contract compli-
ance issues at voluntary as well as mandatory districts.
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Department
Monitoring Efforts

The Medicaid Managed Care program model contracts require MCOs to
submit numerous reports to the Department.  Department officials indicated
that they use these reports, along with other Department and local district
monitoring efforts, to help provide comprehensive oversight of MCOs in the
Medicaid program.  For example, the Department uses reported information
to determine whether participating MCOs are financially sound and to
identify the types of health care services used.  During our audit period, we
found the Department generally ensured MCOs submitted the required
reports, with three exceptions.  We found the Department did not ensure
MCOs timely or properly submitted Appointment Availability Studies, 24-
Hour Access Reviews or Primary Care Provider Auto-Assignment reports,
as explained below.

Appointment Availability Studies

The Medicaid Managed Care model contracts require that MCOs send the
results of Appointment Availability Studies (Studies) to the Department, listed
on a county-by-county basis. (MCOs are also required to send each district
their own results from such Studies.) These Studies evaluate appointment
availability in various categories for adults and children, measured sepa-
rately.  The Department informed us that the purpose of having MCOs
measure and report this information is to monitor MCOs’ compliance with
established access standards.  In addition, contract reporting ensures the
MCOs have monitoring techniques capable of identifying this information so
MCO management follow up on related issues internally.  The MCOs
contracting in counties where Medicaid Managed Care is voluntary are
required to submit the Studies six months from the effective date of the
contract, and semiannually thereafter.  In districts with mandatory programs,
MCOs must submit these Studies annually.  

Our audit found that MCOs did not submit Studies to the Department within
the time frames and/or format specified in the contracts.  We determined
that 19 MCOs that were required to submit Studies for calendar year 1998
were noncompliant for one or more of the following reasons:

! did not submit Studies at all;

! submitted annual Studies when semiannual Studies were due;

! did not submit results by county; and

! submitted member satisfaction survey results in place of the Studies.
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(In response to our draft report, Department officials stated that there were
three MCOs that were in the process of transitioning members out of their
plans in specific counties during 1998, because they were no longer
participating in the Medicaid Managed Care program.  During the period
covered by our audit, Department officials provided us with a list of four
MCOs that transitioned out of the Medicaid Managed Care program in 1998.
However, two MCOs submitted Studies for 1998, although the reports were
not county-specific.  We did not include the remaining two MCOs in our
analysis.)

We believe this noncompliance occurred because the Department did not
have an effective process in place to follow up on missing Studies.  For
example, the Department’s method of accounting for the Studies identifies the
effective date of the contract, which allows staff to know when Studies are
due.  The Department also sent the MCOs guidelines for conducting and
submitting the Studies.  However, the Department did not formally follow up
on missing or incorrect Studies due between June 30 and December 31, 1998
until May 14, 1999.  On that date, the Department sent the MCOs letters that
required them to respond by May 24, 1999.  More than two months later, the
Department was unable to provide us with any documentation of responses
from MCOs in response to the inquiry about missing or incorrect Studies.

The model contract authorizes local districts to levy fines against MCOs for
non-submission of required reports.  Further, when the Department does not
receive required reports, it could direct the local district to levy a fine.
However, it is our understanding that Department and local district officials
are reluctant to sanction MCOs because they don’t want to discourage MCO
participation in the Medicaid Managed Care program.

As a result of its insufficient monitoring of these required Studies during our
audit period, the Department did not have the assurance that would have
resulted from monitoring these Studies that Medicaid Managed Care
enrollees were able to get appointments with providers within established
time frames.  In addition, since many of the reports the Department did
receive did not contain county-specific data, as they should, the Department
was unable to determine if it should have focused resources on certain
districts, or on individual MCOs within districts, to help ensure appointment
availability standards were met.

(In response to our draft report, Department officials stated that neither the
Department or the contract requires county-specific data and, in many cases,
county-specific measures don’t make sense and are not useful.  However,
our audit identified that the voluntary managed care contract that was in
effect during the period covered by our audit for counties that had not
implemented the Department’s December 1997 contract amendment, did
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require county-specific reporting for Studies and 24-Hour Access Reviews.
In addition, officials from 18 of the 19 counties we surveyed indicated that
county-specific reporting is a useful monitoring tool.)

24-Hour Access Reviews

The model contracts also require MCOs to send the Department the county-
by-county results of 24-Hour Access Reviews (Access Reviews), and to send
each district its own Access Review results.  The Department uses the
Access Reviews to evaluate whether MCOs provide recipients with access
to health care services around the clock, as the Medicaid Managed Care
program requires.  The Access Reviews report compliance with established
standards and help identify problems that should be addressed by MCO
management. 

We determined that 20 MCOs had not submitted the Access Reviews within
the required time frames (annually for mandatory programs and semiannually
for voluntary programs), in the proper format, and/or on a county-by-county
basis.  As with Studies above, we found that MCOs’ noncompliance occurred
because the Department did not have a process to follow up on missing
Access Reviews in a timely manner.  Since the Department did not monitor
these Access Reviews during our audit period, it did not obtain assurance
from this process that recipients had adequate access to 24-hour medical
services. 

Department officials told us they have an integrated approach to evaluating
Medicaid Managed Care, which includes annual access and availability
studies performed by an external contractor.  While the contractor’s studies
may be helpful in assessing MCOs’ services, we believe the Department
should monitor MCOs’ compliance with the terms of the contracts, which
include the submission of Access Reviews.  During our audit period, both
Studies and Access Reviews were required by these contracts.  The new
model contract in effect as of October 1999 eliminated the requirement for
MCOs to self-report the results of Studies and Access Reviews.  In addition,
each MCO will now be allowed to use either the district or the MCO’s entire
service area as the area reported on.  The Department claims it will review
these studies during annual operational surveys, if warranted.
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Primary Care Provider Auto-Assignment Reports

When the MCO first contacts a newly enrolled Medicaid recipient, the MCO
must offer the enrollee a choice of at least three Primary Care Providers
(PCP).  The enrollee has 30 calendar days from the date of enrollment in
which to select a PCP.  The Department prefers that enrollees choose their
own PCPs.  However, if an enrollee does not select a PCP within 30 days,
the MCO must assign a PCP (an “auto-assignment”) and inform the enrollee
of the assignment.  In assigning a PCP, the MCO must take into consider-
ation factors such as the enrollee’s geographic location and any known special
health care or language needs.  MCOs are required to provide local districts
with up-to-date listings of PCPs, including each provider’s specialty, office
location, office hours, telephone number and wheelchair accessibility status.
The listings should also note any languages other than English spoken in the
provider’s office.  MCOs must allow enrollees the freedom to change PCPs,
without cause, once every six months and any time when cause to do so
exists.

Contracts for MCOs in both voluntary and mandatory districts require that
MCOs report their percentage of PCP Auto-Assignments twice a year.  Both
the Department and local districts should receive these reports.  A high
percentage of PCP Auto-Assignments may indicate that recipients were not
appropriately educated during enrollment on the importance of their selecting
a PCP, or that recipients were unable to find an acceptable PCP due to a
limited selection on the MCO provider listing, their own geographic location,
or their requirements for wheelchair or language accessibility.  The
Department is responsible for monitoring the submission and analysis of the
PCP Auto-Assignment reports for all local districts in the State except for the
New York City district, for which NYCDOH has responsibility.

Our audit found that, while NYCDOH properly tracked PCP Auto-Assign-
ment data for the New York City district in 1998, the Department did not
ensure that MCOs outside New York City submitted this data for 1998.  In
fact, we determined that only three MCOs contracting with local districts
outside New York City had submitted these required reports.  In addition, we
found the Department did not evaluate the PCP Auto-Assignment reports it
did receive.  We believe the Department’s insufficient monitoring of contract
compliance is again attributable to the lack of a process to collect and
analyze PCP Auto-Assignment reports.  Without appropriate contract
monitoring of these reports, the Department has no assurance that recipients
in MCOs outside New York City are appropriately assigned to PCPs. 

The Department’s annual operational survey of MCOs has some processes
that help assess whether MCOs ensure that enrollees have PCPs, as well as
a choice in selecting a PCP.  However, the Department had not integrated
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Local District
Monitoring Efforts

monitoring of MCOs’ compliance with the reporting requirement into these
processes at the time of our audit.  Department officials told us they have
begun developing a process to ensure the monitoring and analysis of PCP
auto-assignment reports, which would also incorporate on-site follow up
during annual operational surveys.  

According to responses we received to our survey of 20 local districts, there
is significant variation in the levels of MCO compliance with the reporting
requirements stated in their contracts.  Our visits to six districts confirmed
that some districts, such as New York City, have achieved good compliance
from their MCOs, while others receive very few of the reports they should
be getting.  Within districts, some MCOs submit most of the reports due,
while other MCOs submit virtually none.  To help ensure MCOs provide
services required by the Medicaid Managed Care program, we believe the
Department should instruct local districts in more effective ways to:

! ensure MCOs comply with these contract requirements; 

! follow up on delinquent MCOs; and
 
! use the reported information to monitor the quality of care and

availability of services at the MCOs they oversee. 

Required Managed Care Reports 

We surveyed a judgmental sample of 20 local districts (all 12 districts with
mandatory programs, 4 districts with voluntary programs and 4 districts with
voluntary exempt programs) and visited 6 local districts (3 mandatory and 3
voluntary).  Based on survey information obtained from the 20 local districts
we surveyed, and the results of our observations and reviews during our
visits to local districts, we concluded that MCOs often failed to comply with
the contract requirement to submit managed care reports to local districts
during our audit period.  We received responses to our survey which
indicated that, among the 20 districts we contacted, the mandatory districts
had a higher likelihood of receiving MCO reports than did the voluntary
districts.  As shown in Exhibit A, the survey responses also showed there
was a lot of variability among districts regarding the numbers of reports they
received from MCOs.  For example, 9 of 12 mandatory districts reported
receiving the PCP Auto-Assignment report from MCOs, but only 4 of 8
voluntary districts reported receiving this required report.

During our visits to local districts, we found that districts outside New York
City did not receive large numbers of reports from MCOs at all.  For the six
districts we visited, the relevant MCOs should have submitted, collectively,
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a total of 63 reports to be in compliance with their contracts in 1998.  We
determined that these MCOs submitted only 36 of these reports (57 percent),
as shown in Exhibit B.  Districts that do not adequately monitor MCO
contract compliance have no assurance from the reporting process that the
MCOs they oversee are providing recipients with the quality of care and
access to services required in the Medicaid Managed Care program. 

Our visits also confirmed the variability in districts’ efforts to enforce
contract compliance, as shown in Exhibit C.  For example, New York City,
with 20 MCOs under contract during our audit period, had consistently high
submission rates for reports it considered essential for its monitoring
operations.  We found NYCDOH had report submission rates of 93 percent
or higher for 7 of these reports.  Sullivan County, with only one MCO,
received only 1 of the 11 different types of reports required in its contract.
Our visits also identified significant differences in report submission among
the MCOs in a single local district.  For example, in Suffolk County, one
MCO submitted no reports at all to the district, while another MCO
submitted 30 of 36 required reports (83 percent).

We found that most local districts lack a formal process or system to track
the Medicaid Managed Care reports they receive from MCOs, and to follow
up on the reports that MCOs do not submit.  Of the six local districts we
visited, only New York City and Albany County had such a system in place
during 1998.  New York City’s system consisted of a calendar showing when
MCO reports are due and a log for each MCO’s report submissions.  Albany
County maintains a log to determine when and if reports have been received
from an MCO.  If the reports are not received within 30 days, district
officials send a letter to the MCO requesting the information.  The high rate
of MCO report compliance in New York City during 1998 demonstrates the
effectiveness of the report tracking system.

Columbia, Onondaga and Sullivan counties had no report tracking system.
However, the managed care coordinators in each of these counties stated that
such a system would be beneficial.  Suffolk County officials told us that,
while they had no report tracking system during our audit period, they were
working to implement a tracking system.

Monitoring Operations

As previously stated, the model contracts assign the Department and local
districts the responsibility of reviewing MCO performance data to ensure that
MCOs are achieving targeted local level initiatives and goals.  However, our
review of survey information and our site visits to district offices led us to
conclude that, even when they do receive the required reports from MCOs,
local districts are inconsistent in performing and documenting their
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monitoring of contract compliance.  For example, although the NYCDOH
was generally effective in performing and documenting contract monitoring
work in the New York City district, NYCDOH officials could not provide
documentation of follow up regarding seven MCOs that had reported
relatively high rates of voluntary disenrollment in one or more quarterly
reports.  Voluntary disenrollment occurs when a recipient chooses to leave
an MCO to enroll in another MCO or return to fee-for-service Medicaid.
A high level of voluntary disenrollment from an MCO is an indicator that
many recipients are experiencing problems with the MCO.  This kind of
indicator should prompt the local district to closely examine the MCO’s
operations to identify the reason(s) why recipients are leaving the plan.

Another cause of inconsistent monitoring among districts throughout the State
could be available resource levels.  We found that, although local districts
must perform similar tasks to maintain appropriate oversight of the MCOs
under contract within their respective counties, the resources available to
carry out this oversight objective vary from county to county. For example,
in Columbia and Sullivan counties, district officials told us there are no staff
working on Medicaid Managed Care on a full-time basis; in Onondaga
County, there are 9.5 full-time equivalent staff to monitor this program.  By
contrast, the NYCDOH’s Division of Health Care Access has a staff of 19
people dedicated to monitoring the Medicaid Managed Care program in New
York City.

The Department is not required to specify the administrative process local
districts use to do contract monitoring.  However, we believe the Department
can assist local districts in obtaining better reporting compliance from MCOs
and help ensure consistent documentation and appropriate follow up of the
information districts do receive by adding to and expanding the use of a
recently developed oversight tool.  As noted earlier in this report, the
Department established a Local District Managed Care Program Review
(Review) evaluation form in January 1999 for Department personnel to use
in reviewing operations at districts with mandatory programs.  The
Department uses the Review process to determine whether mandatory
districts are effective in monitoring MCO operations.  Department officials
share the results of the Review with local district officials.  Through this
process, districts can determine what monitoring duties are essential, where
monitoring improvements should be made and the most efficient way to make
these improvements.  However, at the time of our audit, the Review
evaluation form did not include all contract reporting requirements. Further,
the Department performed Reviews only in local districts with mandatory
programs.  Without complete program reviews of all districts with Medicaid
Managed Care programs, the Department will not be assured that local
districts are appropriately monitoring their managed care programs to ensure
that MCOs are providing Medicaid recipients with access to quality health
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Recommendations

1. Recommendation deleted.

2. Implement a process to monitor the submission and content of PCP
Auto-Assignment reports.

(In response to recommendation 2, Department officials stated that,
in cooperation with plans and counties, it is considering New York
City’s benchmark in combination with other data, as a starting point
for evaluation and analysis of the information provided in the
reports.)

3. Instruct local districts to establish formal managed care report
tracking systems to monitor MCO report submission and to
follow up on late or missing reports.  Advise districts to
consider modeling their systems, to the extent possible, on
New York City’s report tracking system.

4. Expand the Local District Managed Care Program Review
process to include all local districts (both mandatory and
voluntary) with Medicaid Managed Care programs.

5. Expand the Local District Managed Care Program Review
evaluation to include all local district managed care contract
reporting requirements.  Add steps, as necessary, to ensure
local districts are effectively using MCO reports.

care.  Department officials told us they are planning to implement the
Reviews in voluntary local districts as well.
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Recommendations (Cont’d)

(In response to recommendations 3, 4 and 5, Department officials
stated they were not required to implement the recommendations,
but indicated the steps they were taking to do so.)



Exhibit A

DEPARTMENT OF HEALTH
MEDICAID MANAGED CARE CONTRACT REPORT SUBMISSION

 REPORTED BY SAMPLED LOCAL DISTRICTS

REQUIRED REPORTS Mandatory Counties that Voluntary Counties that
Number and Percent of Number and Percent of

Submitted Reports Submitted Reports
 (Total Counties = 12) (Total Counties = 8)

Encounter Data 1  8.3 % Note 1 1 12.5 %

QARR 1  8.3 % Note 1 1 12.5 %

MCO Financial Statements   5  41.7 % 1 12.5 %

Appointment Availability Studies 6  50 % 2 25 %

24-Hour Access Reviews 6  50 % 2  25 %

Member Satisfaction Surveys 10 83.3 % 4 50 %

Prenatal Care Tracking Not N/A 0 0 %
Required

PCP Auto-Assignments 9   75 % 4 50 %

No-Contact Reports 11 91.7 % 6 75 %

Complaint/Grievance Summaries 8 67 % 5 62.5 %

Voluntary Disenrollment Summaries 9 75 % 1  12.5 % Note 2

Participating Provider Network Re- 8 67 % Note 1 2 25 %
ports

Clinical Study Results 6 50 %   2 25 %

Average Number of Reports Used 7 56% 4 30%
Per County

NOTES:
1. MCOs were not required to submit this report under mandatory program contracts but some counties still received them.

2. New York City was the only voluntary county to require this report in 1998.



Exhibit A-2

LEGEND:

Encounter Data - managed care medical service information recorded by the provider (e.g. physician), maintained by the MCO
and required to be submitted to the Department monthly.

QARR (Quality Assurance Reporting Requirements) - MCO performance measurement information submitted yearly, that allows
the Department to assess MCOs’ ability to meet statutory requirements for quality and delivery of services, continuity of care
and accessibility in caring for both the non-Medicaid (commercial) and Medicaid populations.

MCO Financial Statements - MCOs are required to submit semi-annual and annual financial statements for review of fiscal
solvency and other analysis.

Appointment Availability Studies - MCOs are required to submit semi-annual studies that evaluate appointment availability in
various categories that are measured separately for adults and children.

24-Hour Access Reviews - MCOs are required to submit semi-annual reviews that evaluate whether MCOs provide recipients
with access to health care services around the clock.

Member Satisfaction Surveys - MCOs are required to conduct these surveys initially within 6 months of the start of the contract
and every 18 months thereafter to obtain enrollee feedback on MCO and service performance.

Prenatal Care Tracking - semi-annual MCO reports identifying information such as the timing of enrollees’ entry into prenatal
care.

PCP Auto-Assignments - MCOs are required to report on a semi-annual basis the rate of enrollees that had their PCP selected
by the MCO.

No Contact Reports - MCOs are required to report the number of new members the it was unable to contact within 90 days
of enrollment.

Complaint/Grievance Summaries - MCOs are required to provide the Department and some local districts with a written
summary of all complaints and grievances received during the preceding quarter, including a record of all complaints that have
been unresolved for more than 45 days.

Voluntary Disenrollment Summaries - MCOs are required to submit to a quarterly report of voluntary disenrollments using
report categories specified by the Department or local districts to classify the reasons for disenrollment.

Participating Provider Network Reports - MCO information identifying physicians and other medical service providers that
contract with the MCO.  Reports are used by the Department to ensure there are a sufficient number of medical providers to
serve MCO enrollees.

Clinical Studies - MCOs are required to conduct and report on at least one internal focused clinical study each year in a
priority topic of their choosing to promote quality improvement within the MCO.



DEPARTMENT OF HEALTH
       MEDICAID MANAGED CARE CONTRACT REPORT SUBMISSION
                     REPORT VERIFICATION AT LOCAL DISTRICTS

SULLIVAN CNTY SUFFOLK CNTY  NEW YORK CITYONONDAGA CNTYCOLUMBIA CNTY   ALBANY CNTY
         1 MCO         7 MCOs        20 MCOs         3 MCOs         3 MCOs         5 MCOs13 TYPES OF 
         Report         Report         Report         Report         Report         ReportREQUIRED REPORTS

RequiredSubmittedRequiredSubmittedRequiredSubmittedRequiredSubmittedRequiredSubmittedRequiredSubmitted
X ------------X X ------Encounter Data
X XX------XXX ------QARR

 MCO Financial 
X XX------X X X    Statements

Appointment Availability
X XXXXXXX XX   Studies
X XXXXXXX XX24 Hour Access Review

Member Satisfaction
X XXXXXXXXXX    Surveys
------------X X ------------Prenatal Care Tracking
X XXXXXXX X PCP Auto-Assignment
X XXXXXXXXXXNo-Contact Reports

 Complaint/Grievance
XXXXXXXXX XX    Summary
------XXXXX XXXXVoluntary Disenrollment
      Participating Provider
X X ------X ------------    Network Reports
X XX------XXX XXClinical Study Reports
11111108713811397TOTAL

LEGEND
X       - indicated report was verified to be required and/or submitted 
---      - report was not required to be submitted
blank - required report was not submitted

Exhibit B



        DEPARTMENT OF HEALTH
        MEDICAID MANAGED  CARE CONTRACT REPORT SUBMISSION
              DETAILED REPORT VERIFICATION AT LOCAL DISTRICTS 

 SULLIVAN COUNTY SUFFOLK COUNTY     NEW YORK CITY ONONDAGA COUNTYCOLUMBIA COUNTY    ALBANY COUNTY
1 MCO7 MCOs20 MCOs3 MCOs3 MCOs5 MCOsTYPES OF 

     # of Rpts     # of Rpts     # of Rpts     # of Rpts     # of Rpts     # of RptsREQUIRED REPORTS 
%Req.Sub.%Req.Sub.%Req.Sub.%Req.Sub.%Req.Sub.%Req.Sub.

0%40------------------0%2400%120---------Encounter Data
0%1020%51---------50%210%30---------QARR

MCO Financial 
0%2036%145---------0%600%600%80   Statements

Appointment Availabilty
0%1057%7498%403960%530%3050%42   Studies
0%1057%74100%404060%530%3050%4224 Hour Access Rev.

Member Satisfaction
01057%74100%2020100%3367%3280%54    Surveys
------------------0%2000%40------------------Prenatal Care Tracking
0%2050%14793%403725%410%600%80PCP Auto-Assignment
0%12045%693195%24022831%36118%36310%485No-Contact Reports

Note1Complaint/Grievance
50%4239%281199%807950%840%12050%168    Summary
---------29%28899%80790%408%12188%1614Voluntary Disenrollmnt

        Participating Provider
0%400%150------Note 20%80------------------    Network Reports
0%1014%71---------100%330%3080%54Clinical Study Reports
6%33238%2017693%56052226%112296%99634%11439TOTAL

LEGEND
---   - report was not required to be submitted

NOTES 
1. MCO contracts in Albany county did not require complaint grievance summary reports.  However, two of
four MCOs submitted reports.

 
2. NYC only had provider network reports for the portions of Brooklyn that are going mandatory first.  
However, they stated that they did have provider directories that are used by marketers during enrollment.

Exhibit C
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