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Re: Report 2006-F-34  
 
Dear Mr. Branchini: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution, and Article II, Section 8 of the State Finance Law, we have followed up on the actions 
taken by Group Health Incorporated (GHI) to implement the recommendations contained in our 
audit report, New York State Health Insurance Program Coordination of Medicare Coverage 
(Report 2004-S-28).  
 
Background, Scope and Objectives 
 

The New York State Health Insurance Program provides hospital and surgical services and 
other medical and drug coverage to more than 1,258,000 active or retired State employees and their 
dependents; active or retired employees of participating local government units and school districts, 
and dependents of such employees.  
 

Medicare is a federal health insurance program created in 1965 to provide medical coverage 
for people aged 65 or older.  In 1973, Congress passed legislation to extend Medicare coverage to 
those who are disabled or suffer from chronic renal failure.  For eligible persons, Medicare hospital 
insurance (Part A) is premium-free and pays most costs of inpatient hospital care and medically-
necessary care in a skilled nursing facility, hospice, or home health care setting.  Medicare medical 
insurance (Part B), which helps pay for doctor and outpatient hospital services and other products 
and services not covered by Part A, is optional and requires eligible persons to enroll and pay 
monthly premiums.  Medicare requires individuals and providers of care to submit claims for 
payment on a timely basis (within 15 to 27 months, depending on the date of service).  GHI 
processes certain claims that should be coordinated with Part A, and other claims that should be 
coordinated with Part B.  Therefore, our audit included GHI’s coordination with both Parts A and B. 

 
Generally, Medicare is the primary payer of medical expenses for retired enrollees, as well as 

their spouses and their dependents.  Therefore, New York State Health Insurance Program’s Empire 
Plan (Plan) requires all of its Medicare-eligible members to enroll in both parts of Medicare.  If Plan 
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members eligible for primary Medicare coverage do not enroll, the members are responsible for the 
full cost of medical services that Medicare would have covered.  Thus, by identifying Medicare-
eligible Plan members and coordinating payment of their claims with Medicare, the Plan can reduce 
its expenditures.  The Department of Civil Service (Department) is primarily responsible for 
maintaining the Plan’s enrollment system, including updates intended to reflect current Medicare 
eligibility information.  Insurance carriers also play a role in the coordination of claims with 
Medicare (i.e., by maintaining edits that will flag potential Medicare-eligible claims and by 
obtaining Medicare eligibility data and sharing it with the Department).  Therefore, the Department 
and its carriers need to work together to provide reasonable assurance that Medicare-reimbursable 
claims are processed properly.  
 

Our initial audit report, which was issued on March 21, 2005, examined whether the Plan 
identified Medicare eligibility for Medicare-eligible Plan enrollees, their spouses and dependents 
when it processed medical claims.  The scope of our performance audit included claims processed 
during the year ended December 31, 2003.  We determined the Department, in its capacity as 
custodian of the Plan’s enrollment file, has not established a system to obtain Medicare enrollment 
information from the federal Centers for Medicare and Medicaid Services (CMS).  Although GHI 
coordinated over five million dollars in claims with Medicare, the lack of current Medicare 
enrollment data caused GHI to erroneously pay $269,345 as the primary insurer.  These payments 
should have been coordinated, instead, with Medicare. The objective of our follow-up, which was 
conducted in accordance with generally accepted government auditing standards, was to assess as of 
December 1, 2006 the extent of implementation of the four recommendations included in our initial 
report. 

 
Summary Conclusions and Status of Audit Recommendations 
 

We determined GHI officials have made progress in correcting some of the problems we 
identified.  Of the four audit recommendations, three recommendations have been implemented and 
one recommendation has not been implemented. 
 
Follow-up Observations 
 

Recommendation 1 
 
Review the population of questionable claims from which we estimate overpayments of $269,345.  
Recover costs for Medicare-eligible claims from the appropriate parties and remit the recoveries to 
the Plan. 
 
Status - Implemented 
 
Agency Action - GHI has recovered $173,712 of the estimated overpayments and remitted the 

recoveries to the Plan.  GHI sent a letter to providers requesting reimbursement of the 
remaining overpayments totaling $95,633.  However, the individual claims comprising the 
$95,633 were for less than $100 and according to GHI officials, GHI does not pursue 
recovery of individual claims for less than $100.  
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Recommendation 2 
 

Ensure that Medicare-eligible members enroll in Medicare Part B. Work with the Department to 
pursue cost recovery, where appropriate, for claims attributed to such members who are not 
enrolled in Medicare Part B.  
 
Status - Implemented 
 
Agency Action - GHI officials continue to coordinate with the Department to determine members 

who are not actively enrolled in Medicare Part B.  All members identified by the Department 
not to be held harmless are recorded in the system and pursued for recovery as appropriate.  
Evidence of GHI’s investigation is recorded in the ValueOptions’ on-line tracking system.  
GHI’s recovery of the $173,712 in questionable claims from Recommendation 1, includes 
Medicare Part B payments.   

 
Recommendation 3 

 
Work with the Department and the other Plan carriers to develop a Plan-wide system of procedures 
and internal controls to improve the processing of Medicare-eligible claims.  Key in this process are 
the acquisition and updating of federal Medicare eligibility data. 
 
Status - Implemented 
 
Agency Action - GHI officials state they remain diligent in updating the Plan’s eligibility file prior 
 to claims payment.  They have contacted the Center for Medicare and Medicaid Service 
 (CMS) and are in the testing phase of a process to exchange information with CMS.  GHI 
 expects the exchange of information on a regular basis to be implemented in the first quarter 
 of 2007.  
 

Recommendation 4 
 
Revise cost recovery procedures to accumulate overpaid claims incurred by each provider before 
assessing the cost-effectiveness of pursuing recovery. 
 
Status - Not Implemented 
 
Agency Action - GHI has not revised its cost recovery procedures to accumulate overpaid claims by 
 each provider.  GHI does send a letter to providers requesting repayment of all overpayments 
 under $100.  GHI officials state they receive a good reply on most of these letters but do not 
 pursue providers who do not reply beyond the initial contact. According to GHI officials, the 
 fiscal strength of many providers is delicate, primarily in remote areas.  To retroactively 
 withdraw payments, which may never be reimbursed by Medicare, may jeopardize the 
 network of providers and the members receiving treatment from them.  GHI continues to 
 support the proactive approach to updating the Department’s enrollment system with 
 Medicare eligibility data. 
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Major contributors to this report were Bill Clynes, Don Collins and Anthony Calabrese. 

 
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 Group Health Incorporated for the courtesies and cooperation extended to our auditors 
during this process. 

 
 

Very truly yours, 
 
 
 
 Sheila Emminger 
 Audit Manager 
 
cc:  Lisa Ng, Division of the Budget 
 Daniel Wall, Department of Civil Service 

Patricia Kennah, Group Health Incorporated 
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