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Executive Summary

Purpose
To determine if the Department of Health (Department) made Medicaid managed care payments 
for foster and long-term care recipients who were not eligible for managed care programs. The 
audit covers the period from July 1, 2005 through June 30, 2010.

Background
Many localities use managed care programs to provide Medicaid services.  For the five years 
ending June 30, 2010, the State spent nearly $38 billion for Medicaid managed care services.  
However, State law specifically precludes certain categories of recipients from participation in 
managed care programs. These exclusions include children whose medical care is covered under 
the foster care daily rate program and individuals who receive services in long-term care settings 
(such as State-operated psychiatric centers and residential treatment facilities). 

Key Findings
• For the five years ended June 30, 2010, Medicaid made $15.6 million in improper managed care 

payments on behalf of 14,899 recipients who, by State law, were precluded from enrollment in 
managed care programs.  

• About $14.4 million (of the $15.6 million) in improper payments were attributable to 13,002 
recipients with multiple Medicaid identification numbers.

• The remaining $1.2 million in improper payments related to 1,897 recipients with only one 
identification number.  

Key Recommendations
• Investigate the $15.6 million in improper Medicaid managed care payments identified in this 

audit and recover funds, where possible and appropriate. 
• Direct the local districts, particularly the New York City Human Resources Administration to 

take the steps necessary to prevent the issuance of multiple identification numbers to Medicaid 
recipients.

• Strengthen steps to oversee and monitor Medicaid managed care enrollments.

Other Related Audits/Reports of Interest
Department of Health: Improper Medicaid Payments for Recipients with Multiple Identification 
Numbers (2008-S-163)
Department of Health: Multiple Medicaid Payments for Managed Care Recipients (2004-S-48) 

http://
http://
http://osc.state.ny.us/audits/allaudits/093006/04s48.pdf


2010-S-66

Division of State Government Accountability 2

State of New York
Office of the State Comptroller

Division of State Government Accountability

July 24, 2012

Nirav R. Shah, M.D., M.P.H.
Commissioner
Department of Health
Corning Tower Building
Empire State Plaza
Albany, New York 12237

Dear Dr. Shah:  

The Office of the State Comptroller is committed to helping State agencies, public authorities 
and local government agencies manage government resources efficiently and effectively and, by 
so doing, providing accountability for tax dollars spent to support government operations.  The 
Comptroller oversees the fiscal affairs of State agencies, public authorities and local government 
agencies, as well as their compliance with relevant statutes and their observance of good business 
practices.  This fiscal oversight is accomplished, in part, through our audits, which identify 
opportunities for improving operations.  Audits can also identify strategies for reducing costs and 
strengthening controls intended to safeguard assets. 

Following is a report of our audit of the Medicaid Program entitled Improper Managed Care 
Payments for Certain Medicaid Recipients.  This audit was performed pursuant to the State 
Comptroller’s authority under Article V, Section 1 of the State Constitution and Article II, Section 
8 of the State Finance Law.

This audit’s results and recommendations are resources for you to use in effectively managing 
your operations and in meeting the expectations of taxpayers.  If you have any questions about 
this report, please feel free to contact us.

Respectfully submitted,

Office of the State Comptroller
Division of State Government Accountability
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State Government Accountability Contact Information:
Audit Director:  Brian Mason
Phone: (518) 474-3271 
Email: StateGovernmentAccountability@osc.state.ny.us
Address:

Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236

This report is also available on our website at: www.osc.state.ny.us 
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Background
Medicaid is a federal, state, and local government program which provides medical care to 
qualified individuals. The Centers for Medicare and Medicaid Services oversee the program on 
a national level, and the Department of Health (Department) is responsible for the program at 
the state level.  New York has 58 local social services districts (local districts) which represent 
the counties throughout the State, except New York City - where the five boroughs comprise 
one local district.  The Department provides oversight and establishes guidelines for the local 
districts regarding Medicaid.  When a locality registers someone for Medicaid, the locality assigns 
that person a discrete Medicaid identification number, which is required for recipients to obtain 
medical services and for providers to bill for such services.   

In recent years, the Medicaid program grew significantly with enrollments increasing from 4.6 
million persons in 2007 to 5.2 million persons in 2010; an increase of almost 600,000 enrollees.  
Between March 31, 2008 and March 31, 2011, annual Medicaid costs increased by about $10 
billion and totaled $53 billion for the year ended March 31, 2011. In some instances, Medicaid 
pays providers directly under fee-for-service arrangements.  In other instances, Medicaid 
recipients enroll with a managed care organization (MCO), and the MCO charges Medicaid 
directly for a monthly premium for each enrolled recipient.  The MCO then provides or arranges 
for a comprehensive range of standard health care services for the enrollees.  Generally, the 
costs of nearly all services required by a managed care recipient are covered by the monthly 
premiums paid to the MCO.  However, in limited circumstances, managed care recipients can 
require services provided under a fee-for-service basis.

Local social services districts determine if recipients meet Medicaid eligibility requirements, 
enroll recipients in fee-for service or managed care programs, and change enrollments depending 
upon changes in recipients’ eligibility status. Currently, 47 local districts require most Medicaid 
recipients to be enrolled in managed care.  In these districts, recipients can choose a particular 
MCO, or the district selects an MCO for them. However, State law prohibits certain Medicaid 
recipients from enrollment in managed care programs.  The excluded recipients include: foster 
care children covered by a daily rate program; youth in residential treatment facilities; and 
individuals admitted to long-term care hospitals and State-operated psychiatric centers. 

As of April 2011, about three million Medicaid recipients were enrolled in managed care statewide.  
During the five years ending June 30, 2010, the State spent nearly $38 billion for Medicaid managed 
care. The Department processes and pays Medicaid claims through an automated system, known 
as eMedNY.  
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Audit Findings and Recommendations

Improper Payments

During the five years ending June 30, 2010, Medicaid made 105,767 managed care premium 
payments totaling $15.6 million that were improper because the payments were made on 
behalf of 14,899 recipients who were specifically precluded by the State Public Health Law (Law) 
from enrollment in managed care.  The majority of the improper managed care payments were 
attributable to 13,002 (of the 14,899) recipients, who were enrolled in Medicaid more than once 
and, consequently, had multiple Medicaid identification numbers.  

Of the 105,767 improper managed care payments, 96,066 of them (totaling  13.4 million) were 
for 12,474 recipients who were also covered by Medicaid’s foster care daily rate program.  Under 
this program, Medicaid pays foster care agencies a daily rate based on medical care costs that 
the providing agencies report to the Department. The daily rate covers many medical services, 
including those provided by physicians, psychiatrists, nurses, and pharmacies. Services not 
covered by the foster care daily rate program are covered by Medicaid under fee-for-service 
reimbursements.  However, the Law prohibits Medicaid managed care enrollment for children 
covered by the Medicaid foster care daily rate program.  Therefore, the $13.4 million of managed 
care premium payments made on behalf of the 12,474 recipients covered by the foster care daily 
rate program were improper. 

These improper payments resulted from duplicate enrollments, which took place primarily in 
New York City. There, local officials used one Medicaid identification number to enroll a child in 
managed care and a different identification number to enroll the same child for payments under 
the daily rate program.  For example, using one identification number, Medicaid paid a foster care 
agency nearly $11,000 from April 2007 through June 2010 under the daily rate program - and, 
using another identification number, Medicaid paid a managed care plan $13,787 in premiums to 
cover the same child during the same period.  We requested local district officials to investigate 
this case, and the officials closed-out one identification number and obtained a refund of $13,787 
from the managed care plan. 

We also found that 4,286 of the remaining improper managed care payments (totaling $1 million) 
were attributable to 528 recipients covered by Medicaid reimbursement rates for long-term care 
at a State psychiatric center, residential treatment facility, or long-term care hospital. The Law 
precludes these individuals from also being enrolled in Medicaid managed care, and therefore, 
these Medicaid managed care premium payments were also improper.  For example, a child was 
admitted to a residential treatment facility under one Medicaid identification number and was 
enrolled in a managed care plan under another number. Because the child was covered through 
Medicaid payments to the residential care facility, the child was not eligible for enrollment in 
managed care. This duplicative and improper managed care coverage resulted in $2,500 of 
improper Medicaid managed care premium payments. 

These improper enrollments, using multiple identification numbers for the same person, were 
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primarily attributable to a lack of oversight by two New York City Agencies – the Administration 
for Child Services (ACS) and the Human Resource Administration (HRA).  ACS establishes Medicaid 
identification numbers for children under the foster care daily rate program in New York City, 
and HRA establishes Medicaid identification numbers for children enrolling in Medicaid managed 
care, fee for service care or coverage under a residential program. However, neither agency was 
adequately researching that the same individuals were not already enrolled in Medicaid at the 
time they created a new identification number.  Moreover, we also noted that while eMedNY 
produces many reports to help identify individuals with multiple identification numbers, the 
reports are not designed to identify someone with multiple numbers when one number pertains 
to managed care and another pertains to a foster care daily rate program. 

The problems we identified in this audit have plagued Medicaid for years.  We previously notified 
the Department of recipients with multiple identification numbers in audit reports 2004-S-
48 (Multiple Medicaid Payments for Managed Care Recipients, issued February 7, 2006), and 
2008-S-163 (Improper Medicaid Payments for Recipients with Multiple Identification Number, 
issued December 22, 2009).  In these two audits, we identified about $98 million in Medicaid 
in overpayments resulting from people with multiple identification numbers.  Nevertheless, 
problems with this matter persist.

The remaining $1.2 million (of the total $15.6 million) in improper payments pertained to 5,415 
managed care claims for 1,897 people with only one Medicaid identification number.  These 
recipients were placed in long-term care facilities or foster care programs which provided health 
care under the daily rate program, and they were no longer eligible for managed care coverage.  
Generally, the Department relies on the local districts to remove recipients from managed care 
programs when they no longer qualify for them.  Further, long-term care facilities, foster care 
providers, and MCOs should notify local districts when recipients no longer qualify for managed 
care.  

Sometimes, however, these notifications were not made.  Hence, local district workers were 
unaware that certain Medicaid recipients were in long-term or foster care settings - and therefore, 
the districts did not remove such recipients from managed care programs.  For example, from July 
1, 2007 through October 31, 2009, Medicaid paid a long-term care facility over $487,000 for a 
recipient.  During the same period, however, Medicaid also paid $14,054 for the same recipient’s 
enrollment in managed care.  We notified local officials of this error, and they obtained a refund 
of $14,054 from the MCO.

We also attribute the overpayments we identified to limitations in Department efforts to oversee 
and monitor local districts’ removal of persons from managed care programs when they are no 
longer eligible for them.  For example, the Department did not formally analyze managed care 
enrollments periodically to identify persons who should be removed from managed care programs.  
Further, the Department did not formally determine (or require the local districts to determine) 
why certain managed care recipients had multiple identification numbers.  Consequently, local 
districts continued to issue multiple identification numbers to recipients - and the resulting 
problems often were not detected and resolved timely.       
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Particularly given the State’s current financial problems, the Department should take steps as 
needed to prevent improper payments, such those detailed in this report, from recurring in the 
future.  

Recommendations

1. Investigate the $15.6 million in improper Medicaid managed care payments identified in this 
audit and recover funds where possible and appropriate. 

2. Direct that ACS and local districts, particularly the New York City HRA, take the steps necessary 
to prevent the issuance of multiple identification numbers to Medicaid recipients. The steps 
should include (but not be limited to) verification that a Medicaid applicant does not already 
have a Medicaid identification number.

3. Develop and implement Medicaid exception reports which detail payments for a recipient with 
multiple identification numbers, when one identification number is linked to managed care 
and the other to a daily rate for foster care.   

4. Formally remind long-term care providers, foster care programs, and MCOs to advise local 
district officials when recipients are no longer eligible for managed care services. 

5. Strengthen steps to oversee and monitor Medicaid managed care enrollments. The steps 
should include (but not be limited to):  

• periodic formal analyses of managed care enrollments to identify persons who should be 
excluded from such programming; 

• formal determination of the reasons why local districts issue multiple identification 
numbers to certain recipients; and 

• reminders to local districts to resolve timely the matter of recipients with multiple 
identification numbers, particularly in relation to managed care.

Audit Scope and Methodology 
We audited whether the Department made managed care payments for foster and long-term 
care Medicaid recipients who were not eligible for enrollment in managed care. Our audit period 
was July 1, 2005 through June 30, 2010. 

To accomplish our objectives, we interviewed officials from the Department, local districts and 
medical providers.  We also reviewed applicable sections of Federal and State laws and regulations.  
We extracted Medicaid payment information from the Medicaid claims processing system for 
recipients receiving selected long-term care services.  These services include inpatient services 
in a state-operated psychiatric center, a residential treatment facility or a long-term care hospital 
as well as services provided to children in foster care.   Further, to identify instances of duplicate 
coverage, we identified Medicaid identification numbers for the same social security number and 
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the same or similar names and dates of birth. 

We conducted our performance audit in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on 
our audit objectives. We believe that the evidence obtained provides a reasonable basis for our 
findings and conclusions based on our audit objectives.

In addition to being the State Auditor, the Comptroller performs certain other constitutionally and 
statutorily mandated duties as the chief fiscal officer of New York State. These include operating 
the State’s accounting system; preparing the State’s financial statements; and approving State 
contracts, refunds, and other payments. In addition, the Comptroller appoints members to 
certain boards, commissions and public authorities, some of whom have minority voting rights. 
These duties may be considered management functions for purposes of evaluating organizational 
independence under generally accepted government auditing standards.  In our opinion, these 
functions do not affect our ability to conduct independent audits of program performance. 
Authority  
The audit was performed 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.

Reporting Requirements
We provided a draft copy of this report to Department officials for their review and formal 
comment. We considered the Department’s comments in preparing this report and have included 
them in their entirety at the end of it.  In their response, Department officials generally concurred 
with our recommendations and indicated that certain actions are planned or have been taken 
to address them.  These actions include taking steps to limit the creation of duplicate Medicaid 
identification numbers and working with the local districts and OMIG to recover inappropriate 
payments resulting from such duplication.

Within 90 days after final release of this report, as required by Section 170 of the Executive 
Law, the Commissioner of Health shall report to the Governor, the State Comptroller, and the 
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 why.
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Division of State Government Accountability

Andrew A. SanFilippo, Executive Deputy Comptroller
518-474-4593, asanfilippo@osc.state.ny.us

Elliot Pagliaccio, Deputy Comptroller
518-473-3596, epagliaccio@osc.state.ny.us

Jerry Barber, Assistant Comptroller
518-473-0334, jbarber@osc.state.ny.us

Vision

A team of accountability experts respected for providing information that decision makers value.

Mission

To improve government operations by conducting independent audits, reviews and evaluations 
of New York State and New York City taxpayer financed programs.

Contributors to This Report 
Brian Mason, Audit Director
Paul Alois, Audit Supervisor

Ed Durocher, Audit Supervisior
Jessica Turner, Examiner-in-Charge

Arnold Blanck,  Staff Examiner
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Agency Comments
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