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Dear Dr. Novello: 
 

According 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 followed up on the actions taken 
by officials of the New York State Department of Health to implement the recommendations 
contained in our audit report, Enrollment of Medicaid Recipients in Managed Care Plans in New 
York City (Report 2002-S-11).   
 
Background, Scope and Objective 
 

The Department of Health (Department) administers New York State’s Medicaid program, 
which provides medical assistance to eligible low-income and disabled individuals.  The program is 
overseen by the federal Centers for Medicare and Medicaid Services.  The program is administered 
at the local level by 58 local social services districts, which consist of 57 counties and New York 
City.  

 
Many of New York State’s Medicaid recipients are enrolled with managed care organizations 

(MCOs).  The Department pays a monthly premium payment to MCOs for each enrolled recipient.  
In return, the MCOs must ensure that each enrollee has a primary care provider and adequate access 
to full continuum of 24-hour health care of acceptable quality.  

 
Initially, Medicaid recipients in New York State were enrolled in managed care plans on a 

voluntary basis.  However, beginning in 1997, such enrollment became mandatory for most 
recipients.  For various reasons, certain Medicaid recipients are ineligible for enrollment in managed 
care plans (excluded) or have the option of enrolling in managed care plans (exempt).   

 
To facilitate mandatory managed care enrollment in New York City, the Department 

contracted with an enrollment broker, Maximus, Inc. (Maximus).  Maximus is expected to contact 
New York City Medicaid recipients who are not enrolled in managed care, educate the recipients 
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about the nature of managed care and available managed care choices, and enroll eligible recipients 
in managed care plans.  According to Department records, as of October 2004 about 1.86 million 
recipients in New York City were eligible for enrollment in managed care plans. 

 
Generally, Maximus sends an informational packet to targeted recipients and holds 

educational presentations in the recipients’ communities.  Each informational packet contains an 
enrollment form, which must be completed and signed by the recipient.  Since a recipient cannot be 
enrolled in a managed care plan until a signed and completed enrollment form is received, Maximus 
may have to follow up on recipients who do not submit their forms. 

 
Two New York City agencies help the Department to administer the contract with Maximus: 

the New York City Human Resources Administration (HRA) and the New York City Department of 
Health and Mental Hygiene (DOHMH).  The roles and responsibilities of the three agencies are 
described in a Memorandum of Understanding that was signed in 1998.  According to this 
agreement, the Department is responsible for Maximus’s overall compliance with contract 
requirements, HRA is responsible for monitoring the day-to-day education and outreach activities, 
and DOHMH helps in the planning and development of education and outreach activities.   

 
The contract with Maximus originally covered the period April 1, 1998 through June 30, 

2000.  In July 2000, the Department extended the contract through June 30, 2002.  The original 
contract called for Maximus to be paid a total of $23.6 million.  The extension added $40.8 million, 
bringing the total payments made under the contract to $64.4 million.  In the Fall of 2001, the 
Department solicited competitive proposals for a new managed care enrollment broker contract for 
New York City.  At the conclusion of this process, a new contract was awarded to Maximus.  This 
contract initially covered the period July 1, 2002 through June 30, 2004, and called for Maximus to 
be paid a total of $59.7 million. 

 
The period covered by the second contract with Maximus was shifted to October 1, 2002 

through September 30, 2004 because of delays encountered with the approval of the contract.  In the 
interim, the terms of the initial contract were extended.  The request for proposal for the second 
contract allowed the Department to extend the contract for two years beyond its September 30, 2004 
expiration.  Department officials exercised this option for an extension and as of November 2004, 
the contract extension was pending approval.  Department officials anticipate procurement for a new 
contract will take place during 2005 and 2006, which will ultimately lead to a new contract being 
awarded to the winning bidder for the period commencing October 1, 2006. 
 

Our initial audit report, issued on August 28, 2003, assessed Department oversight and 
monitoring of Maximus’ activities and its compliance with certain contract requirements for the 
period April 1, 1998 through June 30, 2002.  Our report found improvements are needed in the 
Department’s oversight of Maximus’ enrollment activities and its education and outreach activities.  
In particular, we found that controls did not prevent the enrollment of recipients who were eligible 
for both Medicare and Medicaid (dual eligibles).  We determined for the four year period ended June 
30, 2002, 11,202 dual eligible recipients were inappropriately enrolled in Medicaid managed care 
plans, resulting in the Department unnecessarily paying $46.3 million for managed care insurance 
coverage.  We concluded that, because of these and other weaknesses, improvements were needed in 
the Department’s oversight of Maximus’ enrollment activities and its education outreach services.  
The objective of our follow-up, which we did according to Generally Accepted Government 
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Auditing Standards, was to assess the extent of implementation as of December 21, 2004 of the nine 
recommendations included in our initial report. 
 
Summary Conclusions and Status of Audit Recommendations 
 

We found Department officials made progress in correcting the problems we identified.  
However, additional improvements are needed.  Of the nine audit recommendations, six 
recommendations have been implemented, one recommendation has been partially implemented and 
two recommendations are not applicable. 
 
Follow-up Observations 
 

Recommendation 1 
 
Develop and implement automated controls that will disenroll all dual eligible recipients who are 
excluded from managed care participation. 
 
Status - Partially Implemented 
 
Agency Action - Department management did not implement automated controls to disenroll dual 

eligible recipients.  However, Department management stated to us that they did take steps to 
identify all recipients in Medicaid managed care who had dual eligibility status and 
disenrolled these individuals from the program.  We selected a random sample of 20 of these 
individuals, who we identified as being dual eligible recipients in the initial audit, to 
determine if they had been disenrolled from the program.  We found that 5 of the 20 were 
still enrolled in Medicaid managed care.  Consequently, Department management’s efforts to 
disenroll those recipients with dual eligibility status were not entirely effective.   

 
Department management has taken steps to prevent the future enrollment of dual eligible 
recipients by developing a system edit within the Welfare Management System which is 
designed to preclude the enrollment of Medicare eligible recipients into the Medicaid 
managed care program.  In addition, the Department has developed a manual process 
whereby they identify Medicaid managed care recipients who age into Medicare and instruct 
Maximus to disenroll these recipients from the Medicaid managed care program on a 
monthly basis. 
 

Recommendation 2 
 
Identify for Maximus the dual eligible recipients who are excluded from enrollment in managed care 
plans, monitor the enrollments to determine whether any of these recipients are enrolled, and take 
corrective action if inappropriate enrollments are made. 
 
Status - Implemented 

Agency Action - As stated in the Agency Action section for Recommendation 1, Department 
management developed and implemented a process to identify and disenroll all dual eligible 
recipients who were enrolled in Medicaid managed care plans.  This process began in March 
2003, and supplements the manual process that was in place.  Department management also 
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developed a system where they identify the recipients that age into Medicare each month.  
Department officials will then prepare a list of these individuals, which they send to 
Maximus with instructions to disenroll these individuals from the Medicaid managed care 
program.   

Recommendation 3 
 
Revise the managed care enrollment form used by Maximus to enable recipients to disclose 
Medicare or other third-party insurance coverage. 
 
Status - Implemented 
 
Agency Action - Department officials provided us with copies of the revised the managed care 

enrollment form used by Maximus.  The new form does enable recipients to disclose 
Medicare or other third-party insurance coverage.  

 
Recommendation 4 

 
Improve the accuracy of the Department's measurement of the progress made by Maximus in 
achieving managed care enrollment goals by (a) determining the actual number of recipients 
eligible for participation in managed care plans and (b) adjusting enrollment targets monthly to 
account for increases or decreases in the number of eligible recipients. 
 
Status - Not Applicable 
 
Agency Action - We found that Department officials did not update enrollment targets monthly for 

increases or decreases in the number of eligible recipients.  Instead, they indicated that it was 
sufficient to use quarterly eligibility data to update enrollment targets. 

 
We reviewed monthly reports for the period September 2003 through October 2004 and we 
found that the Department did not always use the eligibility figures quarterly to update 
enrollment targets.  However, our tests do indicate that using quarterly, rather than monthly, 
eligibility data is reasonable.  Therefore, our original recommendation for a monthly 
adjustment is not applicable. 

 
Recommendation 5 

 
Analyze by zip code the extent to which targeted recipients are enrolled in managed care plans and 
use the results of this analysis to target particular communities for educational presentations and 
follow-up activities.  Supplement the zip code analysis with analyses that relate geographic 
enrollment information to demographic data to determine whether follow-up activities can be 
further targeted within each community. 
 
Status - Implemented 
 
Agency Action - Under the direction of responsible Department officials, Maximus did an analysis 

of zip codes to identify communities where managed care enrollment was low.  Maximus 
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used the results of this analysis to target its educational outreach resources and other follow-
up activities to the low enrollment communities.   

 
Recommendation 6 

 
Require Maximus to assess recipient satisfaction in accordance with the requirements in the new 
contract, report the results of the assessments to the Department in a timely manner, and act on any 
areas of concern identified by the assessment results. 
 
Status - Implemented 
 
Agency Action - Department officials directed Maximus to conduct the satisfaction surveys on a 

monthly basis.  Maximus had procedures in place to capture the results of the surveys, which 
they summarized and shared with Department officials as well as HRA officials.  The results 
of the surveys were generally consistent and expressed a level of satisfaction with the 
services Maximus provided.  As such, there were no areas of concern to follow-up upon and 
because of this Department officials decided it was sufficient to do the surveys on a quarterly 
basis as opposed to monthly.    

 
Recommendation 7 

 
When current contractors submit proposals for new contracts, take steps to ensure that the staff who 
review the proposals correct or disclose any inaccuracies that are identified by their review. 
 
Status - Not Applicable 
 
Agency Action - As of November 15, 2004, the current contract for the services provided by 

Maximus was in the process of being extended to September 30, 2006.  Maximus has not 
submitted a new proposal for extending its contractual relationship with the Department 
beyond September 2006.  Consequently, Department management has not yet had an 
opportunity to address this recommendation, although officials stated to us they will address 
this issue in advance of awarding the next contract.   

 
Recommendation 8 

 
Instruct Maximus to establish controls that provide assurance its monthly reports are complete and 
accurate, and verify the effectiveness of these controls. 
 
Status - Implemented 
 
Agency Action - Department officials have taken steps to ensure that information submitted by 

Maximus is complete and accurate.  In October 2003, responsible Department and HRA 
officials performed a detailed review of Maximus’ reporting functions.  For the most part, 
officials found the information submitted by Maximus was complete and accurate.  
However, they did make some recommendations to improve upon the overall accuracy and 
completeness of this information.  In addition, both Maximus and HRA perform periodic 
reviews of the information submitted by Maximus by comparing reported information to 
independent documentation they maintain.    
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Recommendation 9 

 
Instruct Maximus to strengthen its oversight of CBO [community-based organizations] activities and 
its controls over payments made to CBOs, and verify the effectiveness of these controls. 
 
Status - Implemented 
 
Agency Action - In August 2004, the Department amended its contract with Maximus which 

changed the manner in which community based organizations are reimbursed for services 
provided.  The contract payment moved away from a cost-plus method to a per unit payment 
method.  The Department no longer sees the specific costs related to the community-based 
organizations.  Instead, the Department is billed per presentation held, which simplifies the 
review process.   

 
In addition, Maximus no longer subcontracts directly with community-based organizations. 
Maximus entered into a contract with the Community Services Society (CSS), a non-profit 
organization in New York City with experience in managed care education and outreach, and 
connections with smaller community-based organizations.  CSS directly contracts with the 
community based organizations to do educational presentations.  HRA officials also have a 
role in this process for they monitor the quality of the presentations, and confirm that the 
presentations take place.  Department officials provided us with copies of the monthly 
reports HRA sends to the Department, which provides details regarding HRA’s monitoring 
of Maximus activities.  These reports identify the number of community based organizations 
that were contracted to conduct outreach and education to consumers in New York City, the 
number of presentations scheduled for the month and the percentage of the presentations 
actually held.  
 
Major contributors to this report were Ken Shulman, Ed Durocher, and Amanda Strait. 
 
We would appreciate your response to this report within 30 days, indicating any actions 

planned to address the unresolved issues discussed in this report.  We also thank the management 
and staff of the Agency for the courtesies and cooperation extended to our auditors during this 
process. 

 
Yours truly, 

 
 
 

David R. Hancox 
Director 

       State Audit Bureau 
 
cc:  Robert Barnes, Division of the Budget 

 


