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EXECUTIVE SUMMARY 
 

DEPARTMENT OF HEALTH 
MEDICAID OVERPAYMENTS RELATING TO 
MANAGED CARE 

 
SCOPE OF AUDIT 

 
he Department of Health (Health) administers New York State’s Medicaid 
program.  Many Medicaid recipients are enrolled in managed care 

organizations (MCOs).  If a recipient is enrolled in an MCO, the MCO pays for 
medical services, and Medicaid pays the MCO a fixed monthly fee (capitation 
premium) for each recipient enrolled in the MCO.  If a Medicaid recipient is not 
enrolled in an MCO, Medicaid pays providers for services on a fee-for-service 
basis.  In addition, by federal law, if a recipient is enrolled in an MCO, but 
chooses to obtain family planning services outside the MCO, Medicaid is 
required to pay for the services.  If family planning services are covered by the 
recipient’s MCO, but are obtained outside the MCO, the cost of the services 
should be recovered from the MCO, because the monthly capitation premiums 
paid to the MCO provide for such services.   
 
Local social services districts (57 counties and New York City) enroll recipients in 
MCOs.  If local districts do not record enrollments and disenrollments in a timely 
manner, Medicaid may pay MCOs and fee-for-service providers incorrectly.  Our 
audit addressed the following questions about certain of the payments made on 
behalf of Medicaid recipients enrolled in MCOs for the two years ended 
September 30, 2001: 
 

• Did Health recover payments that were incorrectly made when recipients’ 
enrollment in, or disenrollment from, MCOs was not recorded timely?  

 
• Did Health recover the cost of fee-for-service payments made for family 

planning services when the services were covered by MCOs? 
 

AUDIT OBSERVATIONS AND CONCLUSIONS 
 

e identified about $24.2 million in unrecovered overpayments.  About $15.3 
million of these overpayments were caused by local district delays in 

updating managed care enrollment information, while $8.9 million related to fee-
for-service payments for family planning services that were covered by the 
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recipients’ MCOs.  We also identified other potential overpayments, as $5.2 
million in certain fee-for-service payments appear to overlap the managed care 
coverage provided by $7.1 million in capitation premiums.   
 
When Medicaid recipients are enrolled in, or disenrolled from, MCOs, the local 
districts should update files containing the recipients’ enrollment status.  
However, we found these updates are often delayed.  As a result, fee-for-service 
payments may be incorrectly made on behalf of recipients who have been 
enrolled in MCOs, and capitation premiums may be incorrectly paid for recipients 
who are no longer enrolled in MCOs.  We identified $15.3 million in such 
overpayments during our two-year audit period.  We recommend that the 
overpayments be recovered, and actions be taken to prevent, and expedite the 
recovery of, future such overpayments.  (See pp. 8-12) 
 
Except in certain specified circumstances, Medicaid should not pay capitation 
premiums for a recipient at the same time that it pays fee-for-service claims on 
behalf of the recipient.  However, during the two years covered by our audit, 
Medicaid paid $7.1 million in capitation premiums for the same periods that it 
made $5.2 million in fee-for-service payments on behalf of the recipients.  These 
overlapping payments were not caused by delays in updating managed care 
enrollment information, and did not appear to relate to any type of service that 
may appropriately be obtained outside a recipient’s MCO (such as services not 
included in the MCO’s benefit package or family planning services).  We 
recommend Health determine which of the overlapping payments were 
appropriate, recover payments that were not appropriate, and take action to 
prevent such payments in the future.  (See pp. 13-14) 
 
We determined that, during our two-year audit period, Medicaid paid $8.9 million 
in fee-for-service claims for family planning services that were covered by the 
recipients’ MCOs.  While the recipients were allowed to obtain these services 
outside their MCOs, the cost of the services should have been recovered from 
the recipients’ MCOs.  Even though our prior audit report identified the need for 
such recoveries, we found that Health had not recovered any of these costs.  We 
recommend that the costs be promptly recovered, and consideration be given to 
expediting future recoveries through the automation of the recovery process.  
(See pp. 14-15) 
 

COMMENTS OF OFFICIALS 
 

epartment of Health officials agreed that inappropriate payments should be 
recovered and stated they have taken several steps toward recovery.  A 

complete copy of the Department’s response is included as Appendix B to this 
report. 
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INTRODUCTION 
 

Background 
he Department of Health (Health) is responsible for 
administering New York State’s Medical Assistance 

(Medicaid) program, in which medical services are provided to 
eligible low-income and disabled individuals.  The Medicaid 
program was created by federal legislation, and the funding for 
the services provided in the program is generally split between 
the Federal government (50 percent) and the states (50 
percent).  In New York State, the State’s portion of this funding 
is shared by 58 local social services districts (57 counties and 
New York City).  
 
In 1997, New York State began to mandatorily enroll Medicaid 
recipients into managed care organizations (MCOs).  In 
managed care, an individual’s access to medical service 
providers is managed by the MCO, which receives a fixed 
monthly fee for every individual enrolled in the MCO.  The 
clinics, hospitals and other medical service providers that render 
services to enrollees are paid by the MCO.  The MCO is 
expected to ensure that each enrollee has a primary care 
provider and adequate access to quality health care and needed 
medical services.  Managed care systems are intended to 
improve the quality of health care while controlling the cost of 
the care.  At the time of our audit, Medicaid recipients in New 
York City and 44 of the remaining 57 local districts were 
enrolled in MCOs.  Recipients are enrolled in MCOs by their 
local districts, which contract with the MCOs to provide 
managed care in their area.   
 
Health is responsible for determining the basic package of 
medical services (known as the scope of benefits) to be offered 
by the MCOs.  In addition, Health approves the contracts 
between the local districts and the MCOs, and monitors and 
provides technical assistance to the local districts and the 
MCOs.  Health also administers the Medicaid Management 
Information System (MMIS), which is a computerized claims 
processing and payment system that is used to pay Medicaid 
providers.   
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Health uses two different methods to pay Medicaid providers: 
the fee-for-service method and capitation premiums.  Under the 
fee-for-service method, which is usually used for services 
provided to recipients not enrolled in MCOs, a provider is paid 
for every Medicaid-eligible service rendered to a recipient.  
Under the capitation method, which is used to pay MCOs, 
MCOs receive a monthly payment for each Medicaid enrollee.  
Medicaid recipients who are enrolled in MCOs may also receive 
medical services outside the MCO, if the service is needed and 
is not provided by their MCO.  In addition, Medicaid recipients 
are allowed by federal law to choose to obtain certain services 
(such as family planning services) outside their MCO.  When 
Medicaid recipients receive such needed or authorized services 
outside their MCO, the provider is paid under the fee-for-service 
method.   
 
Basic information about Medicaid recipients, such as whether 
they are enrolled in MCOs, is recorded on the Welfare 
Management System (WMS), a central registry of information 
about public assistance recipients maintained by the Office of 
Temporary and Disability Assistance.  The MMIS checks this 
information before making Medicaid payments to help ensure 
that the payments are proper.  For example, if a fee-for-service 
payment is claimed, but the WMS indicates that the service was 
provided to a Medicaid recipient who was enrolled in an MCO, 
the payment should be denied if the service was not 
appropriately authorized.  Similarly, if a capitation premium is 
claimed for a recipient, but the WMS indicates that the recipient 
was not enrolled in the MCO, the premium for that recipient 
should not be paid.   
 
For the information on the WMS to be reliable, changes in a 
recipient’s eligibility and enrollment status must be entered on 
the WMS in a timely manner.  The local districts enter these 
changes, along with other information about the recipients.  In 
order to be timely, a recipient’s enrollment in an MCO must be 
entered on the WMS no more than 14 days after the recipient’s 
first effective date of coverage by the MCO, and a recipient’s 
disenrollment from an MCO must be entered no more than 30 
days after the recipient’s last effective date of coverage by the 
MCO.  If a change in a recipient’s enrollment status is not 
entered on the WMS in a timely manner, a retroactive 
adjustment has to be made by the local district, and any 
inappropriate payments that were made while the status was 
incorrectly recorded may be recovered by Health.   
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A Medicaid recipient enrolled in an MCO is allowed to go 
outside the MCO to obtain family planning services.  If an MCO 
offers these services as part of its benefits package, and a 
recipient still chooses to obtain the services elsewhere, Health 
may recover the cost of the services from the MCO, because 
the monthly premium charged by the MCO takes into account 
costs that would be incurred in providing such services.   
 
For the two-year period October 1, 1999 through September 30, 
2001, Medicaid paid MCOs nearly $2.25 billion in capitation 
premiums.  During this two-year period, the number of Medicaid 
recipients enrolled in MCOs increased from nearly 650,000 to 
more than 755,000.  As of September 2002, the number of 
enrollees had increased to about 1.2 million. 
 

Audit Scope, Objectives and Methodology 
 

e audited certain of Health’s policies, procedures and 
practices relating to payments made on behalf of Medicaid 

recipients enrolled in MCOs for the two-year period October 1, 
1999 through September 30, 2001.  The objectives of our 
financial-related audit were to determine whether (1) Health 
recovered inappropriate payments made while the recipients’ 
enrollment status was incorrectly recorded on the WMS, and (2) 
Health recovered the cost of fee-for-service payments made for 
family planning services when such services were covered by 
the recipient’s MCO.   
 
To achieve our objectives, we interviewed Health officials and 
reviewed selected claims paid by the MMIS during our two-year 
audit period.  We used computer-assisted audit techniques to 
select the claims we reviewed, and these claims consisted of (1) 
all the capitation premiums paid during the two-year period and 
(2) all the inpatient, clinic and nursing home fee-for-service 
claims paid during the period for services included in Medicaid 
managed care benefit packages.  In addition, for certain 
recipients, we reviewed the managed care enrollment and 
disenrollment data submitted to Health by the local districts.  
 
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 Health’s 
operations that are included in our audit scope.  Further, these 
standards require that we understand Health’s internal control 
structure and compliance with those laws, rules and regulations 
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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 circumstances.  An audit also 
includes assessing the estimates, judgments and decisions 
made by management.  We believe that our audit provides a 
reasonable basis for our findings, conclusions and 
recommendations. 
 
We used a risk-based approach when selecting activities to be 
audited.  This approach focuses our audit efforts on those 
operations 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, we devote little audit 
effort to reviewing operations that may be relatively efficient or 
effective.  As a result, our audit reports are prepared on an 
“exception basis.”  This report, therefore, highlights those areas 
needing improvement and does not address activities that may 
be functioning properly. 
 

Internal Control and Compliance Summary 
 

ur evaluation of the internal controls identified several 
control weaknesses relating to the processing of capitation 

payments and fee-for-service claim payments on behalf of 
Medicaid recipients enrolled in MCOs.  As a result of these 
control weaknesses, there is increased risk that claims on 
behalf of these recipients have been paid inappropriately.  
These matters are presented in this report. 
 

Response of Health Officials to Audit 
 

raft copies of this report were provided to Health officials for 
their review and comment.  Their comments have been 

considered in preparing this report and are included as 
Appendix B. 
 
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 
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recommendations contained herein, and where recommendations 
were not implemented, the reasons therefor. 
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PREVENTION AND RECOVERY OF 
OVERPAYMENTS 

 
n two prior audit reports (Report 96-S-53, Accuracy of 
Managed Care Claims Processing, issued in February 1998; 

and Report 96-S-83, Fee-For-Service Claims Paid for 
Recipients Enrolled in Managed Care Plans, issued in June 
1998), we examined the controls established by Health over 
Medicaid payments relating to recipients enrolled in MCOs.  In 
both audits, we found that overpayments were made because of 
delays in updating managed care enrollment information.  We 
also found that Health was slow to make policy adjustments that 
would facilitate the recovery of the overpayments.   
 
In our current audit, we found that updates to managed care 
enrollment information continue to be delayed, and as a result, 
overpayments continue to be made.  We also found that 
Health’s recovery of overpayments continues to be delayed.  
We further found that, because of weaknesses in controls that 
should prevent the payment of capitation premiums and certain 
fee-for-service claims for the same recipient at the same time, a 
number of such overlapping payments were made.   
 
During our two-year audit period, we identified about $24.2 
million in unrecovered overpayments.  About $15.3 million of 
these overpayments were caused by local district delays in 
updating managed care enrollment information, while $8.9 
million related to fee-for-service payments for family planning 
services that were covered by the recipients’ MCOs.  We 
recommend that these overpayments be recovered.  We also 
recommend that actions be taken to prevent, and to expedite 
the recovery of, future such overpayments.  In addition, we 
identified $5.2 million in fee-for-service payments that appear to 
overlap $7.1 million in capitation premiums.  We recommend 
that Health determine which of these payments were 
appropriate, recover the payments that were not appropriate, 
and take action to prevent such payments in the future. 
 
We further recommend that Health officials examine the MMIS 
payments on behalf of Medicaid recipients enrolled in MCOs 
during the three-year interval between the end of our prior 
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audits (September 30, 1996) and the beginning of our current 
audit (October 1, 1999).  Since the types of overpayments that 
we identified in our prior audits continued to be made during our 
current audit period, and had not been recovered by Health, it is 
likely that the same types of overpayments were made, and 
were not recovered, during the intervening three-year period. 
 

Delays in Updating Managed Care Enrollment Information 
 

he local districts enter managed care enrollment information 
for Medicaid recipients into a computerized enrollment file 

within the WMS.  The MMIS refers to this information when 
paying capitation premium claims from MCOs and fee-for-
service claims from hospitals, clinics and other medical 
providers.  If the enrollment information is not updated in a 
timely manner, claims may be paid inappropriately.   
 

For example, if a Medicaid recipient’s coverage by an MCO 
began on March 1, 2001, but the recipient’s enrollment in the 
MCO was not updated on the WMS until April 10, 2001, any fee-
for-service claims submitted to the MMIS for services provided 
to this recipient between March 1 and April 10 could be paid 
inappropriately.  Payment would be inappropriate if the services 
were covered by the recipient’s MCO, and the recipient was not 
authorized to obtain the services outside the MCO.  Similarly, if 
a Medicaid recipient’s coverage by an MCO ended on May 31, 
2001, but the recipient’s disenrollment from the MCO was not 
updated on the WMS until August 10, 2001, any capitation 
premium claims submitted by the MCO for managed care 
coverage for this recipient between June 1 and August 10 could 
be paid inappropriately.   
 
To determine whether claims were inappropriately paid during 
our two-year audit period because of local district delays in 
updating managed care enrollment information, we examined 
(1) enrollment and disenrollment information submitted to Health 
by the local districts during the two-year period, (2) all the 
capitation premiums paid by the MMIS during the two-year 
period, and (3) all the inpatient, clinic and nursing home fee-for-
service claims paid during the period for services included in 
Medicaid managed care benefit packages.  We determined that 
$15.3 million in claims were inappropriately paid, as follows:  
 

• About $6.2 million in fee-for-service claims were 
inappropriately paid.  The payments were inappropriate 
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because, on the dates of the claimed services, the 
recipients were enrolled in MCOs that were paid 
capitation premiums for these recipients.  Accordingly, 
the MCOs were responsible for the cost of these 
services.  The MMIS made the inappropriate fee-for-
service payments because the local districts did not 
update the enrollment status of the recipients in a timely 
manner (within 14 days of the recipients’ first day of 
coverage by the MCOs); rather, the local districts 
retroactively updated the recipients’ enrollment status.   

 
• About $9.1 million in capitation premiums were 

inappropriately paid.  The payments were inappropriate 
because, in the months claimed by the MCOs, the 
recipients were not enrolled in those MCOs.  The MMIS 
made the payments because the local districts did not 
update the enrollment status of the recipients in a timely 
manner (within 30 days of the recipients’ last day of 
coverage by the MCOs); rather, the local districts 
retroactively updated the recipients’ enrollment status.   

 
Following are examples of the fee-for-service overpayments and 
capitation premium overpayments that we identified: 
 

• A Medicaid recipient was enrolled in an MCO, with the 
enrollment to be effective April 1, 2001.  However, the 
local district did not enter the enrollment information on 
the WMS until April 23, 2001.  Because the MMIS did not 
have the updated enrollment information on file, it 
inappropriately paid three fee-for-service claims totaling 
$3,147 for services provided to the recipient in April 
2001.  Since the recipient was enrolled in an MCO as of 
April 1, 2001, the MCO was responsible for the cost of 
these services.  The MMIS paid a capitation premium to 
this MCO for April 2001 to cover the enrollment of the 
recipient.   

 
• A Medicaid recipient who was enrolled in an MCO moved 

out of the MCO's service area, and was therefore 
disenrolled from the MCO as of February 1, 2001.  
However, the local district did not update the WMS until 
July 19, 2001, 168 days after the effective date of 
disenrollment.  As a result, the MMIS inappropriately paid 
the MCO $1,245 for four monthly capitation premiums 
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(March through June 2001) that were claimed by the 
MCO for the recipient.  

 
None of the overpayments we identified had been recovered by 
Health.  Health officials told us it is not always appropriate to 
recover such overpayments.  For example, they stated that it 
may not be appropriate to recover fee-for-service payments if 
the provider was unable to determine whether the recipient was 
enrolled in an MCO at the time the services were provided.  
Providers are required to make this determination by checking 
the recipient’s enrollment status through an electronic 
verification system.  However, a provider would not know about 
a recipient’s MCO enrollment if this information were not 
available when the recipient sought medical services from the 
provider.   
 
We agree that it may not be appropriate to recover 
overpayments in certain circumstances.  However, the 
overpayments identified by our audit appear to be recoverable.  
For example, most of the $6.2 million in fee-for-service 
overpayments related to delivery costs for newborn infants.  
According to a policy established by Health as a result of one of 
our prior audits, if the mother of a newborn infant is enrolled in 
an MCO, the newborn infant is to be retroactively enrolled in the 
MCO from the first day of its birth month, and any fee-for-
service overpayments related to the infant’s delivery costs are to 
be recovered.  Therefore, most of the $6.2 million in fee-for-
service overpayments should be recoverable.   
 
We recommend that Health develop other explicit recovery 
policies, such as the policy relating to newborn infants, that 
specify the circumstances in which fee-for-service payments will 
be recovered from providers that rendered services to recipients 
while they were enrolled in MCOs.  In the absence of explicit 
policies of this kind, providers may be more likely to submit 
claims that should not be paid, and overpayments of such 
claims may be more difficult to recover.   
 
In addition, according to the contracts between the MCOs and 
the local districts, Health may recover the capitation payments 
made to an MCO on behalf of a recipient for any full month in 
which the MCO was not at risk of providing benefit package 
services to the recipient (i.e., 31 days after the recipient was 
disenrolled from the MCO).  Since all $9.1 million of the 
capitation premium overpayments identified by our audit appear 
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to fall into this category, the overpayments should be 
recoverable.   
 
All $15.3 million in overpayments resulted from delays by local 
districts in updating managed care enrollment information.  
Health is responsible for monitoring the local districts’ updates 
of this information, but we found that this monitoring is not 
always thorough.  In particular, according to Health’s policy, 
recipients should be disenrolled from MCOs on a timely basis.  
Disenrollment is to be retroactive only when absolutely 
necessary, and Health has identified only four circumstances in 
which retroactive disenrollment may be appropriate: (1) when a 
recipient is placed in a residential facility, (2) when a recipient is 
incarcerated, (3) when a recipient moves out of an MCO’s 
service area, and (4) when a recipient dies.  (Health officials 
also stated that retroactive disenrollments may be appropriate in 
other circumstances, but did not define these other 
circumstances.) 
 
Despite this policy, Health does not monitor the disenrollments 
reported by the local districts to determine whether recipients 
are retroactively disenrolled only in circumstances considered 
appropriate by Health.  When we reviewed the disenrollment 
information reported by the local districts, we found indications 
that many retroactive disenrollments may be made in 
circumstances not considered appropriate by Health.   
 
For example, about $9.1 million of the overpayments that we 
identified resulted from retroactive disenrollments.  These 
overpayments related to more than 55,000 capitation premium 
claims.  When we reviewed the disenrollment information 
reported by the local districts for the recipients in these claims, 
we found that some of the retroactive disenrollments appeared 
to comply with Health’s policy because they were made in 
circumstances considered appropriate by Health (e.g., 839 
premium claims for $271,000 related to recipients who had been 
placed in nursing homes).  However, in most instances, there 
was no indication that the retroactive disenrollments were made 
in circumstances considered appropriate by Health.  For nearly 
43,000 of the 55,000 claims, the local districts reported that the 
recipients were disenrolled because they had lost their Medicaid 
eligibility.  There was no indication that these recipients were 
placed in residential facilities, were incarcerated, moved out of 
their MCOs’ service areas or died.  
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Generally, Health may recover overpayments resulting from 
retroactive disenrollments, regardless of whether the 
disenrollments were made in circumstances considered 
appropriate or inappropriate by Health.  However, if reductions 
could be made in the number of inappropriate retroactive 
disenrollments, Health would need to recover fewer 
overpayments.  We therefore recommend that Health actively 
monitor the disenrollment information reported by the local 
districts, identify the barriers to timely disenrollment, and work 
with the districts to overcome these barriers.   
 
In addition, according to the standard contract between the 
MCOs and the local districts, when a local district retroactively 
disenrolls a Medicaid recipient from an MCO, the district is 
required to notify the MCO that it must submit voided capitation 
claims to the MMIS for the months that the MCO was not at risk 
for the recipient.  These voided claims initiate the recovery of 
the overpaid capitation premiums from the MCO.   
 
However, we found that Health does not monitor local district 
compliance with this requirement.  As a result, the voided claims 
are less likely to be submitted and the related overpayments are 
less likely to be recovered timely.  Health has a process to 
recover such overpayments through post-audits, but these 
audits may not be completed until years after the overpayments 
are made.  For example, Health performed an audit to recover 
capitation payments that had been made on behalf of recipients 
who had died.  The audit covered the period July 1, 1992 
through January 31, 1996, but was not completed until June 
2001.   
 
Health officials noted that such audits could be delayed when 
complex issues need to be resolved.  We acknowledge that 
such delays may be difficult to prevent, and accordingly 
recommend that Health rely on recovery mechanisms that are 
more timely (such as voided capitation claims).  Health officials 
stated that they plan to monitor whether local districts comply 
with the requirement that they instruct MCOs to submit voided 
capitation claims when such claims are needed.  They note that 
the local districts have received training in this requirement.  We 
recommend that Health develop other automated recovery 
mechanisms of this kind.   
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Overlapping Fee-For-Service and Capitation Payments 
 

f a Medicaid recipient is enrolled in an MCO, Medicaid will 
make monthly capitation payments on behalf of the recipient.  

Generally, these payments are intended to cover the cost of all 
the necessary medical services provided to the recipient for the 
duration of the recipient’s enrollment in the MCO.  As long as 
the recipient remains enrolled in an MCO, Medicaid should not 
make any fee-for-service payments on behalf of the recipient, 
except in certain special circumstances (such as when a 
needed service is not provided by the MCO, or if the recipient 
chooses to go outside the MCO to obtain family planning 
services or certain other services that are specified by federal 
law).   
 
However, we found that, during our two-year audit period, 
Medicaid paid more than 48,000 fee-for-service claims totaling 
$5.2 million on behalf of recipients who were apparently enrolled 
in MCOs at the time the services were provided.  These 
payments did not relate to recipients who were retroactively 
enrolled in (or retroactively disenrolled from) MCOs, as did the 
$15.3 million in overpayments that is addressed in the previous 
section of this report.  In addition, the payments did not appear 
to relate to any type of service that may appropriately be 
obtained outside a recipient’s MCO (such as services not 
included in the MCO’s benefit package or the services specified 
by federal law).   
 
We identified these potentially inappropriate payments when we 
used computer-assisted audit techniques to examine capitation 
premiums and fee-for-service claims that were paid during our 
two-year audit period.  As a result of this examination, we 
determined that Medicaid paid fee-for-service claims for certain 
recipients at the same time that it paid capitation premiums for 
the recipients.  For example, in one instance, Medicaid paid 
both (1) an inpatient fee-for service claim totaling $1,788 for 
services provided to a recipient in September 2001, and (2) a 
$167 capitation premium to cover the recipient’s enrollment in 
an MCO during the same month (September 2001).  The fee-
for-service claim of $1,788 related to services that were 
included in the benefit package of the MCO that received the 
capitation premium, and therefore should have been paid for by 
the MCO if the recipient was, in fact, enrolled in that MCO at 
that time.  If the recipient was not enrolled in that MCO at that 
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time, the capitation premium should be recovered from the 
MCO.  
 
In total, we identified 48,146 clinic and 12 inpatient fee-for-
service payments that appear to overlap a recipient’s managed 
care coverage.  These fee-for-service payments totaled nearly 
$5.2 million, while the capitation premiums that provided the 
overlapping coverage totaled about $7.1 million.  It is likely that 
some of the fee-for-service payments were appropriate and 
some of the capitation premiums were appropriate; however, it 
is also likely that some of the overlapping payments were not 
appropriate.  Health needs to determine which of these 
payments were appropriate, recover the payments that were not 
appropriate, determine why controls in the MMIS that are 
designed to prevent such overlapping payments did not function 
as intended, and take action to prevent such payments in the 
future.   
 

Unrecovered Charges for Family Planning Services Obtained Outside 
MCOs 

 
n New York State’s Medicaid managed care program, family 
planning services are optional: they may or may not be 

included in an MCO’s benefit package.  MCOs that include 
family planning services in their benefit package typically 
receive a higher capitation payment than MCOs that do not 
include these services in their benefit package.  Federal law 
allows Medicaid recipients enrolled in MCOs to go outside their 
MCO and obtain family planning services from fee-for-service 
providers, such as clinics or hospitals.  MCOs that include family 
planning services in their benefit package accept financial 
responsibility for these services.  If a fee-for-service provider 
renders the medical services outside the MCO, the MMIS pays 
the provider directly.  In such instances, Health is required to 
recover this cost from future capitation payments made to the 
MCO, so that the MMIS does not pay twice for the same 
service. 
 
In our prior audit report (Report 96-S-83, Fee-For-Service 
Claims Paid for Recipients Enrolled in Managed Care Plans, 
issued in June 1998), we identified a number of instances in 
which the MMIS paid twice for the same family planning 
services, as Health had not developed a policy for recovering 
the cost of fee-for-service payments made for family planning 
services covered by the recipient’s MCO.  In response to our 
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audit recommendations, Health officials began to recover these 
overpayments, and established policies for recovering such 
duplicate payments from MCOs through post-audits that result 
in chargebacks to future capitation payments.   
 
In this audit, we examined the actions taken by Health in 
performing such post-audits of MCOs.  We found that, while 
such audits are performed, they are not performed on a timely 
basis.  For example, Health officials indicated that their auditors 
did not complete the audit for the period August 1996 through 
July 1997, until Fall 2001, more than four years after the audit 
period.  Health officials indicated the completion of the audit was 
delayed because they had to develop an audit methodology to 
ensure that claims were properly identified for chargeback.   
 
For our two-year audit period October 1, 1999 through 
September 30, 2001, we determined that the MMIS paid $8.9 
million in fee-for-service claims for family planning services that 
were covered by the recipients’ MCOs.  Therefore, these 
payments should be charged back to the MCOs.  We 
recommend that the cost of these services be promptly 
recovered from the MCOs, and consideration be given to 
expediting the recovery process through automated procedures.   
 

Recommendations 
 
1. Investigate, and as appropriate recover, the $6.2 million 
 in fee-for-service overpayments, $9.1 million in capitation 
 premium overpayments, and $8.9 million in charges for 
 family planning services identified by this audit.  
 
2. Examine the payments made by the MMIS on behalf of 
 Medicaid recipients enrolled in MCOs during the three-
 year interval between the end of our prior audits 
 (September 30, 1996) and the beginning our current 
 audit (October 1, 1999), and recover any overpayments 
 that have not yet been recovered.  
 
3. Develop additional policies that specify the 
 circumstances in which inappropriate fee-for-service 
 payments will be recovered. 
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Recommendations (Cont’d) 
 
4. Investigate opportunities for automating and otherwise 
 expediting the recovery of (a) overpayments caused by 
 inaccurate managed care enrollment information and (b) 
 duplicate payments for family planning services. 
 
5. Monitor the local districts to determine whether they 
 disenroll recipients from MCOs in accordance with Health 
 policy and instruct MCOs to submit voided claims as 
 required.  Work with the local districts to develop ways of 
 reducing the number of retroactive managed care 
 enrollments and disenrollments.   
 
6. Determine which of the overlapping fee-for-service ($5.2 
 million) and capitation ($7.1 million) payments were 
 appropriate, recover the payments that were not 
 appropriate, determine why controls in the MMIS that are 
 designed to prevent such overlapping payments did not 
 function as intended, and take action to prevent such 
 payments in the future.  
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