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Executive Summary

In 2013, the New York State Office of the Medicaid Inspector General (OMIG) achieved
significant results in several areas of Medicaid program integrity. Some of the highlights
include:

Recovered a record $879 million. With these record breaking figures in 2013, OMIG now has
recovered more than $1.73 billion in improperly expended Medicaid funds over the past three
years. This is a 34 percent increase over the prior three year period.

Identified more than $226 million through audit activities. These activities included record
breaking years in the areas of fee-for-service and managed care audits, with $104 million and
$47 million identified for recovery, respectively. Additionally, over $16 million self-disclosed by
providers; over $7.2 million identified through the work of the County Demonstration program;
and, over $7 million resulted from data mining initiatives.

$6.7 million resulting from OMIG investigations. These investigative financial activities are the
result of OMIG’s collaborative work with several law enforcement partners. These figures
represent the highest total in five years.

Saved more than $2 billion for taxpayers through cost savings initiatives. OMIG utilized
various cost saving program initiatives, including pre-payment reviews and corporate integrity
agreement monitoring, to generate savings to the Medicaid program. These cost savings
measures yielded a three year estimated total of $7.06 billion, an almost $S2 billion increase
over the previous three years.

Suspended $46 million in payments to providers under the Affordable Care Act. OMIG
pursued credible allegations of fraud under the federal Affordable Care Act (ACA) with the New
York State Attorney General’s Medicaid Fraud Control Unit (MFCU), and suspended payments
to prevent inappropriate expenditures of Medicaid funds.

Excluded or Terminated More Than 700 Providers. OMIG ended Medicaid program
participation for 685 providers; and, 16 providers had their Medicaid contract terminated for
licensure actions. These providers can no longer work in Medicaid-funded positions in health
care-oriented businesses and organizations, or submit claims to the Medicaid program.
Additionally, OMIG referred 164 providers to MFCU. These referrals may lead to potential
criminal prosecution.
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MESSAGE FROM THE MEDICAID INSPECTOR GENERAL

Thanks to its tremendous staff, the Office of the Medicaid Inspector
@.\ General (OMIG) had an impressive year. OMIG posted strong results
PP across the board, and New York’s Medicaid enforcement efforts lead
,\:,,‘ ' the nation. We set a new record for recoveries at over $879 million,

o | posted total estimated Medicaid cost savings to taxpayers exceeding

3/ $2 billion, and strengthened our existing tools, like Business Line
Teams. All of this happened because of careful planning, the diligence
of our team, and the strength of our techniques. These figures
exemplify OMIG’s continued efforts to enhance the integrity of the
New York State Medicaid program.

We are pleased to report the record results of our investigative unit — over $6 million identified
through investigative actions, and $46 million encompassing new, Affordable Care Act-related
recoveries. The success of our efforts to investigate fraud, waste, and abuse in the Medicaid
program are highlighted by these figures.

In 2012, OMIG focused on improving performance in audit operations; and, we are pleased to
report the results of these improvements. In 2013, our audit team identified over $226 million
in Medicaid overbilling, including $104 million from audits of fee-for-service providers, and $7.2
million from the County Demonstration program. Additionally, we used advanced data mining
tools that identified $7.7 million in overbilling by providers.

In this, my third year as Medicaid Inspector General, | am very proud of the collaborative work
being done in this agency, not only internally but with providers, managed care plans,
beneficiaries, policymakers, and law enforcement partners. Through these cooperative and
concerted efforts, we are working to safeguard the Medicaid program and achieve one of its
primary directives: providing excellent health care at a cost that taxpayers can afford. The
results of this work and the efforts of our staff have paid off. Over the last three calendar
years, New York's enforcement efforts have recovered more than $1.73 billion, a 34 percent
increase over the prior three-year period. Additionally, over the last five years, New York State
alone accounted for more than 54 percent of the national total of fraud, waste, and abuse
recoveries. These results reflect a trend of increased productivity and enforcement.

| am pleased to offer this Annual Report on behalf of OMIG.
Sincerely,

= & B

James C. Cox
Medicaid Inspector General

2013 Annual Report Page iii



(Page intentionally left blank)

2013 Annual Report Page iv



Table of Contents

OMIG BACKBIrOUN ......cceeeeiiiiiieeeieicceiiteeenneneeeeetteeennssssseeeersennnsssssssesssssnnssssssssessssnnnssssssssssssnnnnssssssssssannns 1
OMIG Organizational CRart........cceuiciiiiiieeiriieeetreeenneceeeeereeennssssseeeenseennssssssssssssennnssssssssesssnnnsssssssssssannns 2
L0 V1[0 TN 3
OMIG INItIAtiVeS...cciiiiiiiiiiiiiiiiii e e e e eeee 4
COMPLIANCE ACHIVILIES ceeeveeeiiiieeeieeiieeeiiieeennnseeeeetteeennssssseeeereeennssssseeesssssnnsssssssssssssnnnssssssssssssnnnsssssssssssannns 6
Compliance Program General Guidance and AsSSIStANCe ........ucieeerrieeeennercieeerreeennnssseeeerereennssssssseeessennns 6
Compliance Program REVIEWS ........ccceeiiiiiiiiiiiiiiiisisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 8
Corporate Integrity Agreement Enforcement .........ccocoiiiiiiiiiiiiiiiniiiiiinnsnnssssssssssssssssssssssssssssssssssssssssnnns 8
Outreach and Educational ACtiVIties ........ciiiviiiiiiimmniiiiiiiinininnnniiincnnsrrn s ssssssssssssssses 9
INVESTIZAtiVe ACTIVITIES .cuuueeriiiiiiiiiriiiiiiiiiiiensiicenirresrnessseesttreesaeessssssttressssesssssssnneasssssssssssnseansnsssssssnes 11
Medicaid Fraud All@GatioNns ..........eeeeeeeeeeeeeeeeeeeeeeemmnnnmmmmmmmmsmsmmmsssssssssssssssssssssssssssssssssssssssssssssssssssssssnns 15
Provider INVeStiatioNs..........eeeeeeeeeeeeeeeeeeeeeeeeeeeeenennennennennnnnnnnnnnsnsssssssssssssssssssssssnsssssnssnssssssssssssssssnnnns 15
Dental INVEStIZAtiONS.........eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenennnnnnnnnnnnssssssssssssssssssssnssssssssssnsssssssssssssnssnnsnnnnn 17
Pharmacy INVestigatioNs...........eeeeeeeeeeeeeeeeeeeeeeneenmeenennesmmnsmnmssssmnsnssssssssssssssssssssssssssssssssssnssssssssssssssnnnns 17
Collaborations With Other ABENCIes ........ccccvreeiiiiiiiirrrrrrcrrrrr s s s s s s s s s s s s s s s s s s s s s s 18
Recipient INVeStiZatioNs .....cccuuuciiiiiiiiiiiniiiiiiiiiieenniiieniiieesaneesisetiireasssssssssssiteesssssssssssssssnssssssssssnns 19
Prescription Fraud ..........eeeeeeeeeeeeeeeeeeeeeeeeeeeeneeeeeeeeessnsssssssssnssssssssssssssssssssssssssssssssssssssssssssssssssssnssnnnnnnnn 23
Program Integrity Referrals to MFCU and Outside AZEeNCies........cccccuuuemmmmmmmnnnnnnnnnnnnnnsnnnsnnnssnsnssnnnnnnns 24
AdMINISErative ACHIONS ...ccccvvereeiiiiiiiiiiinirriiiiininsseerrisssssssssssnensssesssssssssssessssssssssssssssssssssssssssssssnsssss 26
Recipient ReStriCtion Program .......ccciiiieeeeiiiiciiiiieemneiiiieiiiiieemmeiieiiiieessssiiimesssssssssisesssssssssssnns 26
Enroliment and Reinstatement ACtiVIties .......ccovvvvueeriiiiniiinnnnnneeiiiiiiinnesseeeessseesnes 27
Sanctions — Terminations & EXCIUSIONS ......ccccvuueriiiiiiiiiisnnnnniiiiiiiinsnniiiiisseeeisssseeeesse 28
AFfOrdable Care ACt .......cciiiiiieeiiiiiiiiiiinnenniiiieiisssseriiiesssssssssertssesssssssssseensssssssssssssssesssssssssssssssnsssss 32
AUt ACHIVITIES .uvveerreriiiiiiiiiisnnnneniiiniiiiisssssetiiiiiisssssnsseertiseeissssssssnnssssessssssssssesssssssssssssssssessssssssssssssassssses 34
Fee-for-Service Audit ACHIVILIES ....ccciirriinneriiiiiiiiiinnnnnnniiiniiinseeriiieesssseeeinnesssssseesssesssssssssessees 34
County Demonstration Program..........ciiciiiiiieeneeiiiciiiiieenmeiiisiiiieessssisiimessssssisssssssssssssssssssssssnns 42
Rate Based Audit ACtIVITIES.....eeiiiiiiiiiinnnnneniiiiiiiiiniinneeniiiiiiisssnsseniiiiiisssseeiiiessmsseessssesssssseessees 45
Managed Care Audit ACHIVItIES .....eeeeeeeeeeeeeeeeeeeeneeeeeeeeeenennennesnnensnnsnsssssssssnssssssssssssssssssssssssssssssnssnnsnnnnn 50
Other AUdit INTHIAtIVES ...ciiiiiiiiiinnniiiiiiciinseeeinirecsnsseernrssssssssssseeessesssssssssseessssssssssssssssesssssssssssnnnes 54
POSItIVE REPOITS...cceeeeeiiiiiiiiiieiiiiiieiitiieennneiiieetiiteennessssesssstesnnnssssssssssssnnnsssssssssssssnnsssssssssssssnnnnsssssssnns 56
System Utilization and ReVview ACHIVIties .........eeeeeeeeeeeeeeeeeneemmmmmennmmenmmnnnnnnnnsnsssnssssssssssssssssssssssssssssssssnnnns 57
Pre-payment REVIEW ......cciiiieeeeeiiiiiiiiiienneeiiiiiiiiieenmesiiieiiiiteenmsssisesiisssnsssssssssssssssnsssssssssssssnnnssssssssans 57
Medicaid Systems CONtrols REVIEW .........ceeeeeeeeeeeeeeeeeeeeemnmnmmmnmmnsnnnsmssssssssssssssssssssssssssssssssssssssssssnsnnnnns 58
System Match and RECOVETY .......cciiiiiiiiiiiiiiiiiiiieeeeressseeessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnns 59
Provider Self-DiSCIOSUIES ........eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeneennennnnnsssssssssssssssssssssssssssssssnssssssssssnsssssssssssssnnnnnn 63
Third-Party Insurance ReVieW ACLIVItIES .......ccciveeiiiiiiiiiiiieeicccccccscsesseseeeereeeeeeeeeeeeeseseeeeseeeessssseseesseneens 66
Medicaid Recovery Audit CONTractor.. ... ciiiiiiiiieiieiiiiciniieenniiieeniiteennnsssiiessiseennnsssssssssssesnnnsssssssnns 68
COSt SAVINGS ACHIVITIES ceuuuuiiiiiiiiiiieiiiiiiiiiieniiicceniiteennesieesstieennsssssseessseennnsssssssssssesnnnssssssssssssnnnnnsssssnnes 69
(0o T T [T T Lo RO PPNt 71
APPENAIX ccerriiiiiiiiiiiiiiiiieiiiitenneeiieeetitttenmssssisesstteesnssssssesstssennssssssssssssssnssssssssssssssnnnssssssessssssnnnsssssssssssnnne Al
ACTONYM LiST ..uiiiiiiiiieiiiiiiiiiieiieeiieieniteennnnsssieeetieeennssssseessseeennssssssssssssssnnsssssssssssssnnsssssssssssssnnnsssssssssssannnn A2

2013 Annual Report Page v



(Page intentionally left blank)

2013 Annual Report Page vi



OMIG Background

On July 26, 2006, Chapter 442 of the Laws of 2006 was enacted, establishing OMIG as a formal
state agency. The legislation amended the Executive, Public Health, Social Services, Insurance
and Penal laws to create OMIG and institute the reforms needed to effectively fight fraud,
waste, and abuse in the State’s Medicaid program. The statutory changes separated the
administrative and program integrity functions, while still preserving the single state agency
structure required by federal law. Thus, although OMIG remains a part of the New York State
Department of Health (DOH), it is required by statute to be an independent office. The
Medicaid Inspector General reports directly to the Governor.

OMIG is charged with coordinating the work of fighting fraud, waste, and abuse in the Medicaid
program. To fulfill its mission, OMIG performs its own reviews of the Medicaid program, while
also working with other agencies which have either primary regulating authority or law
enforcement powers. This means OMIG needs to understand Medicaid program regulations
and guidance and use this knowledge to fight fraud and abuse, and to recommend
improvements to the program.

Mission Statement

The mission of OMIG is to enhance the integrity of the New York State (NYS) Medicaid
program by preventing and detecting fraudulent, abusive, and wasteful practices within the
Medicaid program and recovering improperly expended Medicaid funds, while promoting
high quality patient care.

Annual Reporting

As required by NYS Public Health Law §35(1), OMIG must annually submit a report that
summarizes the activities of the agency for the prior calendar year. This Annual Report
includes information about the audits, investigations, and administrative actions, initiated
and completed by OMIG, as well as other operational statistics that exemplify OMIG’s
program integrity efforts.

Amounts reported within this document represent the value of issued final audit reports,
self-disclosures, administrative actions and cost savings activities. OMIG recovers
overpayments when it has been determined that a provider has submitted or caused to be
submitted claims for medical care, services, or supplies for which payment should not have
been made. OMIG recovers these amounts by receipt of cash, provider withholds, and/or
voided claims. The recovery amounts may be associated with overpayments identified in
earlier reporting periods. ldentified overpayment and recovery amounts reflect total
dollars due to the Medicaid program, as well as adjustments related to hearing decisions,
stipulations and settlements.
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OMIG Organizational Chart
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OMIG Offices

OMIG is headquartered in Albany. Certain headquarter responsibilities, as well as field office
functions, are based in New York City (NYC). Regional offices are located in White Plains,
Hauppauge, Syracuse, Rochester, and Buffalo.
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OMIG Initiatives

Social Adult Day Care Medicaid Program Integrity Efforts

As noted on the New York State Office for the Aging’s (NYSOFA) website, social adult day
care (SADC) services are provided as part of a structured, comprehensive program that
provides functionally impaired individuals with socialization, supervision and monitoring,
personal care, and nutrition in a protective setting; and is an important component of the
community-based service-delivery system for older persons with cognitive and/or physical
impairments. SADCs help to delay or prevent nursing home placement and the need for
other very costly services, while providing vital assistance and support to the individual’s
informal caregivers. Transportation services may also be included as part of the SADC.

In addition, NYSOFA directly funds 17 SADC programs under a state-funded program
(Section 215 of the NY Elder Law). All NYSOFA-funded SADC programs, those funded
directly by NYSOFA and those funded by New York State's Area Agencies on Aging with
aging funds administered by NYSOFA, must adhere to NYSOFA SADC Regulations (Title 9 of
the New York Codes, Rules and Regulations §6654.20 Social Adult Day Care Programs).
Although, SADCs do not receive funding directly from Medicaid, if the participating senior is
eligible for enrollment in a Managed Long Term Care (MLTC) plan, a center may collect
indirect Medicaid revenue by contracting with managed care plans. Since the State’s move
to mandatory MLTC, a proliferation of SADCs have emerged as operators seek contracts
with MLTC plans. OMIG investigators and audit staff continue to work and cooperate with
other state and federal agency partners to investigate, audit and, where appropriate,
prosecute providers that do not adhere to the rules and regulations in providing these
important services.

More information regarding OMIG’s investigations of SADCs can be found later in this
Annual Report within the “Collaborations with Other Agencies” section and the “Sanctions —
Exclusions and Terminations” section. For additional information regarding SADCs
generally, please see the NYSOFA website at:
http://www.aging.ny.gov/NYSOFA/Programs/CaregiverSvcs/SADS.cfm.

Joint Warning Letter Issued to Nursing Facilities about Antipsychotic Drug Use

The Medicaid Inspector General and Commissioner of the Health Department jointly issued
a letter on March 6, 2013 to all nursing facilities urging the proper use of antipsychotic
medications for nursing home residents. The purpose of the letter was to provide resources
to nursing homes that may assist in ensuring appropriate care for residents and compliance
with federal regulation 42 CFR §483.25(1), and specifically highlight antipsychotic
medications.
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Based on the significant growth in the use of antipsychotic medications, OMIG and DOH felt
it was important to notify nursing homes of the potential risks associated with the
administration of these medications to their resident populations. Scientific studies
indicate an increased morbidity and mortality rate in elderly individuals with dementia who
are treated with these medications. In 2006, the federal Food and Drug Administration
issued a “black box” warning noting these risks. Despite this warning, reports show that
antipsychotic medications continue to be used to treat elderly nursing home residents with
no prior diagnosis or history of psychosis. Inits 2012 review, the federal Health and Human
Services Office of Inspector General’s report found “nearly all record [of nursing home
residents receiving atypical antipsychotic medication] reviewed failed to meet one or more
federal requirements for resident assessments and/or care plans.” Nursing facilities are
expected to utilize their full interdisciplinary team — including the medical director and
attending physicians — to develop and review all policies and procedures regarding the use
of antipsychotic medication.

OMIG and DOH'’s Office of Health Insurance Programs (OHIP) included several attachments
intended to guide the establishment of protocols and procedures as well as further educate
nursing facilities about managing dementia and Alzheimer’s disease and the use of
antipsychotic medications. The letter and its attachments are available on the OMIG
website at the following link: http://omig.ny.gov/latest-news/662-omig-and-doh-send-
letter-to-nursing-homes-on-antipsychotic-drugs
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Compliance Activities

The Bureau of Compliance (BOC) is authorized to conduct reviews of providers meeting the
requirements of NYS Social Services Law § 363-d and Title 18 of the New York Codes, Rules and
Regulations (NYCRR) Part 521. These laws and regulations outline the specific criteria for
determining which providers are required to adopt and implement a compliance program. For
these providers, an effective compliance program is required in order to be eligible to receive
Medicaid payments or submit claims for Medicaid services. If providers are not meeting
specific compliance requirements, BOC identifies the specific statutory or regulatory
insufficiency, suggests resolutions, requires the provider to submit plans of correction to
address the insufficiencies, and monitors the provider’s progress in resolving the insufficiency.
When BOC conducts reviews of providers’ mandatory compliance programs all reasonable steps
are taken to work with providers to assist them in meeting these compliance obligations. BOC
reserves the right to conduct unannounced follow-up reviews to confirm correction of the
insufficiencies.

Providers that are required to have and maintain compliance programs must annually certify
that their compliance programs meet all the statutory and regulatory requirements. OMIG
actively oversees provider’s performance through the certification obligation, by use of
computer databases, and direct outreach to providers who appear to have failed to meet the
annual certification requirement.

BOC's active role in the assessment process and monitoring of certification requirements

supports its mission of educating and assisting providers in meeting their mandatory
compliance program obligations.

Compliance Program General Guidance and Assistance

During 2013, BOC published 27 compliance related articles on OMIG’s website and through
DOH’s Medicaid Updates. Additionally, BOC made 17 presentations at locations throughout the
State, including two OMIG webinars. Among the more significant publications and
presentations were the following:

e Updates to the BOC’s observed provider compliance program Best Practices,
Opportunities for Enhancement, and Insufficiencies;

e Webinar #18 — OMIG’s Certification for 2013: What Every Provider Needs to Know
About Changes to the OMIG Compliance Certification Process;

e Webinar #19 — Governing Body’s Role in Program Integrity;

e University of Rochester’s 15" Annual Compliance Symposium;

e Columbia Presbyterian Hospital and Mount Sinai Hospital — OMIG: Past, Present, and
Future; and,
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e Healthcare Financial Management Association — Eight Elements’ Compliance and
Operational Intersects.

BOC'’s dedicated telephone line and email address served as a main point of contact for
compliance related questions from providers, provider groups, and the public. During 2013,
BOC received 391 calls via the dedicated telephone number and 481 emails directed to the
dedicated email address, an 82% and 81% increase, respectively, from the year before.

In reviewing provider performance related to the annual December certification requirement
for 2013, BOC continued to refine its universe of providers that must have a compliance
program to meet the annual certification obligation. The move to Medicaid managed care
continues to result in a drop in the universe calculations, since historically, the universe has
been based upon fee-for-service payments by the State. Despite that change, the number of
providers completing the annual certification continues to rise. There was a 15% increase in
the total number of providers certified by December 31, 2013 compared to the number that
certified by December 31, 2012.% In 2013, BOC focused on conducting outreach to providers
that failed to complete or were late in completing their 2012 certifications. Although there are
multiple reasons why the number of providers certifying continues to increase, BOC believes
that its education and outreach efforts have had an impact on the improvement in certification
totals.

Certifications by Year

4000 -
3500 A
3000 A
2500 -
2000 -
1500 -
1000 -
500 -

2010 2011 2012 2013

! Providers were compared based upon Federal Employer Identification Number (FEIN) which is the basis upon
which the certification is reported.
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Compliance Program Reviews

During 2013, BOC finalized desk, onsite and verification reviews of 21 Medicaid providers’
compliance programs. BOC conducts onsite and desk reviews of providers that were identified
by BOC as failing to meet the annual certification requirement, as well as through referrals from
other OMIG units and other State agencies. BOC also conducts verification reviews.
Verification reviews are typically follow-ups after a review is completed. The goal of the
verification review is to verify the statements made by the chief executive officer (CEQ) and
chief compliance officer (CCO), as well as to verify that the plans of correction are, in fact,
operating. Depending upon the severity of the problems, BOC could expand the verification
review beyond a review of the plans of correction to other matters relevant to the compliance
obligation.

Corporate Integrity Agreement Enforcement

OMIG imposes Corporate Integrity Agreements (CIA) on providers that fail to meet their
compliance obligations, but whose removal from the Medicaid program would negatively
impact access to necessary services. Under a CIA, in addition to addressing the conduct that
was the subject of the settlement agreement, a provider consents to implement specific
compliance structures, processes, and activities aimed at building integrity on the front end of
providing and billing for care, services, or supplies. ClAs include specific requirements that the
provider engage an independent review organization to monitor compliance with the
provisions of the CIA. Providers that breach their CIA obligations face sanctions in the form of
stipulated penalties and/or exclusion from the Medicaid.

In 2013, OMIG developed a methodology to measure cost avoidance associated with CIA
monitoring and enforcement. The analysis revealed that in 2013, there was more than $55
million in avoided costs to the Medicaid program that resulted from CIA monitoring and
enforcement efforts (see Table 11.1).
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Outreach and Educational Activities

OMIG offers outreach and educational presentations about the Medicaid program to providers
and the public. In 2013, OMIG staff developed and presented educational sessions to a variety
of outside consumer and professional trade association groups, including:

e The Albany Housing Authority

e The American College of Healthcare Administrators

e The Association of Community Living

e Association of Government Accountants

e The Chinese-American Independent Practice Association
e Community Health Care Association of New York State
e Greater New York Hospital Association

e Healthcare Association of New York State

e Health Care Compliance Association

e Home Care Association of New York State

e LeadingAge New York State

e Long Term Care Community Coalition

e Mount Sinai Medical Center

e New York State Bar Association

e New York Health Information Management Association
e New York Medicare-Medicaid Data Analysis Center

e New York Presbyterian Hospital

e New York State Association of County Health Officials

e New York State Association of Health Care Providers

e New York State Health Facilities Association

e New York State Rehabilitation Association/New York State Behavioral Association
e United Cerebral Palsy

Additionally, OMIG had a booth at the NYS Fair in Syracuse for two weeks, staffed by various
OMIG personnel, including one day by the Medicaid Inspector General. This booth provided a
unique opportunity to speak directly with more than 2,500 New Yorkers from across the State
and address their concerns and ideas related to Medicaid fraud, waste, and abuse. As a
participant in the Somos el Futuro and Black and Puerto Rican Legislators’ conferences at the
Empire State Plaza, OMIG also staffed a display booth.

Additionally, representatives from OMIG’s procurement staff worked at the annual two-day
exhibition for Minority and Women Business Enterprise (MWBE) exposition, also held in Albany,
providing information to potential MWBE vendors that might wish to bid on upcoming OMIG
procurement contracts.
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OMIG presented two educational webinars to the general public in 2013, offered free of
charge, broadcast to an audience whose members were able to send in questions during the
session. All webinars are posted on OMIG’s website for later viewing and listening at:
http://omig.ny.gov/resources/webinars. Such educational opportunities assist providers in
learning the latest developments in Medicaid program requirements and enable OMIG to reach
a wide audience.

OMIG has a presence on Twitter, Facebook, and LinkedIn; and, makes frequent postings on
social media sites, in addition to updating the website as appropriate. OMIG maintains a
listserv with 4,000 subscribers that receive updates on an as-needed basis when the agency has
important news to report.
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Investigative Activities

OMIG’s Division of Medicaid Investigations (DMI) monitors the Medicaid program for evidence
of fraud and abuse, responds to detected fraud, imposes administrative sanctions to deter
others, and promptly remedies program vulnerabilities. Through DMI, OMIG conducts
investigations of all provider types including those furnishing medical and dental care, mental
health care and counseling, pharmacy and durable medical equipment (DME), transportation,
home health care, and skilled care in a nursing home or hospital setting. Additionally, Medicaid
recipient misuse of the program, such as eligibility fraud and forged or altered prescriptions, are
investigated by OMIG and referred to Local Departments of Social Services (LDSS) for action.

DMI’s offices in Albany, NYC, White Plains, Hauppauge, Rochester and Buffalo are staffed by
investigators, registered nurses, doctors, dental hygienists, dentists, pharmacists, auditors and
administrative staff. Investigations are supported by a multi-lingual staff throughout DMI.

DMI contains multiple units, each with a different area of responsibility. Allegations from
outside OMIG are received by the Bureau of Medicaid Fraud Allegations (BMFA). Cases are
opened and an initial review is conducted by BMFA's licensed health care professionals,
administrative and investigative staff. Cases are triaged by management and assigned to the
appropriate unit within DMI.

Cases involving providers of Medicaid services, enrolled and non-enrolled, are assigned to the
Provider Investigations Unit, where the allegations are analyzed utilizing a variety of methods,
which include but are not limited to, data mining, undercover operations, analyses of returned
Explanation of Medicaid Benefits (EOMB), and interviews of complainants and subjects.
Evidence of suspected fraud and Credible Allegations of Fraud (CAF) are referred to MFCU, in
compliance with applicable regulations and laws.

The Recipient Investigations Unit receives complaints and proactively investigates fraud in the
recipient community. These allegations can include unreported income, false representations
for eligibility, and allegations of prescription fraud or forgery.

DMI has strong working relationships with local, state and federal regulatory entities, law
enforcement agencies and prosecutorial offices. OMIG has many examples of successful joint
investigations that have utilized the specialized skills of DMI staff, all of which will be
highlighted in later sections.

DMI has three units that are responsible for administrative program integrity functions:
Recipient Restriction Program (RRP), Enrollment and Reinstatement Unit (EAR) and the
Administrative Remedies Unit (ARU). RRP monitors misuse of Medicaid services by recipients.
EAR conducts in-depth, front-end reviews of high risk providers that are seeking enrollment in
the Medicaid program. ARU identifies existing Medicaid providers and other healthcare related
persons and entities that have violated the Medicaid program rules and regulations.
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Table 1.1 is a summary of investigations by type and region. Table 1.2 lists all investigations by
the source of the allegation and region in which the entity is located. Tables 1.3 and 1.4
summarize the financial activities related to DMI’s investigations during 2013. The dollars
reported in Table 1.3 represent those monies associated with administrative financial actions
taken by OMIG, as well as monies associated with OMIG’s collaborative efforts with law
enforcement entities that resulted in court ordered Medicaid restitution. Table 1.4 shows
collections from providers during the year.

2013 Investigative Operational Statistics>

Table 1.1

Investigations by Subject Type and Regions Summary ‘

Downstate Upstate Out of State Totals

Subject Opened Completed Opened ‘ Completed Opened ‘ Completed ‘Opened Completed ‘

Totals 1,935 901

2 Cases completed may reflect projects that were opened in a prior reporting period.
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Summary of Investigations by Source of Allegation and Region

Table 1.2

Downstate | Upstate Out of State Totals
Initial Source Opened = Completed \ Opened \ Completed Opened Completed Opened | Completed
Anonymous 427 359 208 233 0 0 635 592
Bureau of Narcotic Enforcement 0 1 0 15 0 0 0 16
cQc 0 0 3 1 0 0 3 1
CSC Fraud Unit 4 2 0 1 0 0 4 3
Drug Enforcement Agency 10 0 15 6 0 0 25 6
Enrolled Recipient 192 199 66 67 2 3 260 269
Federal Department of Homeland
Security 2 4 0 0 0 0 2 4
Federal Bureau of Investigation 20 2 0 0 0 0 20 2
General Public (Non-enrolled) 314 345 190 199 1 1 505 545
Health and Human Services 70 116 12 4 0 0 82 120
Law Enforcement 48 25 17 8 0 0 65 33
Local District Social Services 10 11 28 39 0 0 38 50
Managed Care Plans 95 75 36 30 3 0 134 105
NYS Department of Financial
Services 0 0 2 4 0 0 2 4
NYS Department of Health (DOH) 28 24 13 16 0 0 41 40
NYS Department of Taxation and
Finance 0 2 0 0 0 0 0 2
NYS Office for People with Dev 3
Disabilities 1 0 2 2 0 0 2
NYS Office for the Aging 1 0 0 0 0 0 1 0
NYS Office of Health Insurance 20 15 34 21 1 1 55 37
NYS Office of Temporary and
Disability Act 1 10 1 5 0 0 2 15
NYS Office of Attorney General 38 11 4 1 57 1 99 13
NYS Office of the Inspector General 14 8 3 0 0 0 17 8
NYS Office of the State Comptroller 3 9 0 0 0 0 3 9
NYS Workers Compensation Board 0 0 1 0 0 0 1 0
Non-Enrolled Provider 4 1 1 2 0 0 5 3
Non-Enrolled Recipient 3 10 0 0 0 0 3 10
OMIG Audit 29 23 18 17 0 0 47 40
OMIG Bureau of Compliance 6 1 2 1 0 0 8 2
OMIG Bureau of Payment Controls
and Monitoring 10 3 7 4 0 0 17 7
OMIG Div. of Technology and
Business Automation 28 4 4 2 0 0 32 6
OMIG Division of Medicaid
Investigations 858 533 169 172 7 5 1,034 710
OMIG Executive 4 2 8 5 0 0 12 7
Provider 116 124 57 71 2 5 175 200
Qui Tam 0 6 0 3 0 23 0 32
Safe Guard Services 2 10 0 0 0 0 2 10
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2013 Investigative Financial Activities by Region and Provider Type

Table 1.3
2013 Investigative Financial Activities

Dollars Associated with

Provider Type Final Actions Number of Final Actions

Table 1.4
2013 Investigative Financial Recoveries

Provider Type m Upstate Western Total Recoveries |

Total__[s = |s 378792[¢$ 11,391 $ 370,813
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Medicaid Fraud Allegations

The BMFA receives allegations of potential fraudulent activity in the Medicaid program. The
public, State and federal entities report allegations of fraud to BFMA utilizing a variety of
methods including email, telephone, toll-free hotline (1-877-87-FRAUD), facsimile, OMIG’s
website (http://omig.ny.gov/), and U.S. mail. Allegations may be submitted anonymously.
BMFA staff are responsible for reviewing and referring these allegations to the appropriate
outside agency or unit within DMI for further investigation.

Table 1.5 below illustrates that in 2013, BMFA received 3,069 allegations of Medicaid fraud of
which 2,562 were transferred for investigation. BMFA closed 507 cases after a preliminary
review.

\ Table 1.5 \
\ Bureau of Medicaid Fraud Allegations \

Investigative Activities  Investigative Activities  Investigative Activities
Manner of Receipt Initiated Closed Transferred

Correspondence 10 0 10
Email 691 36 655
Fax 59 6 53
Hotline 1,340 347 993
Internal 460 9 451
Internet 321 66 255
Telephone 1 0 1
US Mail 187 43 144

Totals 3,069 507 2,562

Provider Investigations

The Provider Investigations Unit reviews allegations of Medicaid fraud and abuse in all program
areas including, medical and dental care, as well as pharmacy and transportation services
among others. The unit also works with the special investigation unit’s (SIU) within managed
care organizations (MCO) to investigate potential fraud, waste and abuse in this new arena.
Fraud, waste and abuse are deterred by scrutinizing provider billing, services rendered, and
collaboration with other local, state, and federal agencies. Fraudulent Medicaid billing
practices can include the following: billing for services not rendered, manipulating payment
codes to inflate reimbursement, submitting inaccurate data on claims, rendering unnecessary
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services, duplicate billings, up-coding (i.e., billing for more intensive services than those that
were actually rendered), and kickbacks.

Table 1.6 represents all provider investigations conducted in 2013, summarized by the source
of the allegation and the region where the provider is located.

Table 1.6
Investigations of Providers (Enrolled & Non-Enrolled)
Downstate Upstate Out of State Totals

Initial Source Opened \ Completed Opened Completed Opened \ Completed Opened \ Completed
Anonymous 98 48 27 30 0 0 125 78
Bureau of Narcotic Enforcement 0 0 0 1 0 0 0 1
cQcC 0 0 3 1 0 0 3 1
CSC Fraud Unit 4 2 0 1 0 0 4 3
Drug Enforcement Agency 10 0 15 0 0 0 25 0
Enrolled Recipient 87 75 42 40 2 3 131 118
Federal Bureau of Investigations 18 2 0 0 0 0 18 2
General Public (Non-enrolled) 92 61 32 45 1 1 125 107
Health and Human Services 32 74 4 2 0 0 36 76
Law Enforcement 36 15 6 3 0 0 42 18
Local District Social Services 5 7 9 11 0 0 14 18
Managed Care Plans 60 25 15 15 3 0 78 40
NYS Department of Health 15 11 12 14 0 0 27 25
NYS Dept. of Taxation and Finance 0 2 0 0 0 0 0 2
NYS Office for People with Dev
Disabilities (OPWDD) 1 0 2 2 0 0 3 2
NYS Office for the Aging 1 0 0 0 0 0 1 0
NYS Office of Health Insurance 19 13 25 18 1 1 45 32
NYS Office of the Attorney General 36 10 4 1 57 1 97 12
NYS Office of the Inspector General 12 6 2 0 0 0 14 6
NYS Office of the State Comptroller 3 9 0 0 0 0 3 9
NYS Workers Compensation Board 0 0 1 0 0 0 1 0
Non-Enrolled Provider 1 1 1 0 0 0 2 1
Non-Enrolled Recipient 2 2 0 0 0 0 2 2
OMIG Audit 26 22 12 11 0 0 38 33
OMIG Bureau of Compliance 6 1 2 1 0 0 8 2
OMIG Bureau of Payment Controls and
Monitoring 10 3 5 2 0 0 15 5
OMIG Div. of Technology and Business
Controls 28 3 2 0 0 0 30 3
OMIG Div. of Medicaid Investigations 242 176 105 69 7 5 354 250
OMIG Executive 4 2 7 4 0 0 11 6
Provider 58 58 29 27 2 5 89 90
QuiTam 0 6 0 3 0 23 0 32
Safe Guard Services 2 10 0 0 0 0 2 10

w

Total 908 | 644 362 301 73 39 1,343 | 984
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Dental Investigations

The Dental Investigations Unit reviews and evaluates dental services delivered to Medicaid
recipients to identify fraud and recover improperly expended Medicaid funds while improving
provider compliance with the rules and regulations of the Medicaid program. Data mining is
conducted to monitor the billing patterns and claiming habits of Medicaid providers and to
proactively identify potential fraudulent or abusive practices. The Unit also conducts Credential
Verification Reviews (CVR) on dentists seeking enrollment into Medicaid. Examples of cases
investigated by the Dental Unit are highlighted below.

OMIG Excludes Dentist Using Unsterilized Equipment

OMIG staff conducted a CVR of a dentist’s office in Brooklyn, New York, and discovered
that the dentist was performing procedures using unsterile instruments. The dentist
failed to produce documentation to verify his sterilization process met acceptable
standards. The dentist was immediately excluded from the Medicaid program based on
the potential imminent danger to patients under 18 NYCRR § 515.7 (d). In addition to
the exclusion, OMIG referred the dentist to the Bureau of Communicable Disease in the
NYC Department of Health and Mental Hygiene and the New York State Education
Department’s (NYSED) Office of Professional Discipline (OPD) in NYC.

Dentist Recruited Homeless Recipients with Cash

OMIG referred a dentist to the MFCU and worked collaboratively with MFCU to assist in
determining if the dentist had defrauded the Medicaid program through unlawfully paying
recruiters to solicit homeless Medicaid patients with promises of cash, in exchange for
coming to his practice. The dentist also billed Medicaid using his son’s name for services
that his son, also a dentist, never provided. During the investigation it was further
determined that the dentist had failed to pay taxes on payments he received from other
dentists working at his clinics. This dentist was excluded from the Medicaid program.

In 2013, the dentist pled guilty to two counts of Health Care Fraud in the Second Degree,
and Criminal Tax Fraud in the Second Degree. The dentist was sentenced to one to three
years in a NYS correctional facility and was ordered to pay over $550,000 in restitution and
over $121,000 in back taxes.

Pharmacy Investigations

The Pharmacy Investigations Unit identifies aberrant pharmacy and prescription practices
including billing for services not rendered, inaccurate data submission on claims, duplicate
billings, rendering unnecessary services, services rendered by unlicensed or excluded providers
and quality of care issues.
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Pharmacy Inventory Reviews Yield Financial Restitution

In 2013, OMIG initiated 22 pharmacy inventory reviews. During the review process,
payments made for prescriptions billed to the NYS Medicaid program were compared with
the pharmacy’s wholesaler purchases to determine whether the pharmacy had purchased
enough medication to fill the prescriptions for which it billed the Medicaid program.

In 2013, based on the findings of pharmacy inventory reviews, three pharmacies were
excluded and were ordered to reimburse the Medicaid program more than $2.4 million. As
part of these actions, eight individuals were also excluded from the Medicaid program.

Pharmacist Sentenced to Prison Term for Fraud

OMIG referred a pharmacy to MFCU on allegations of billing for services not rendered and
submitting claims for refills of prescriptions that the Supervising Pharmacist had previously
reported as fraudulent. In August 2013, the owner of this pharmacy, who also owned three
other pharmacies in New York, was sentenced to a prison term of one to three years for
defrauding $7.7 million from the NYS Medicaid program. The four pharmacies, including
the pharmacy that OMIG initially referred to MFCU, were convicted and sentenced to
conditional discharges. OMIG immediately excluded the owner and all the pharmacies.

Collaborations with Other Agencies

OMIG and NYC Taxi and Limousine Commission Field Operations

OMIG/TLC 19-A Stop Operations are cooperative efforts between OMIG and the NYC Taxi
and Limousine Commission (TLC). New York State Department of Motor Vehicles (DMV)
requires a 19-A designation in order to operate an ambulette. Periodic operations are
coordinated by the two agencies to conduct routine stops in specific areas known to have
Medicaid providers with a high number of ordered transportation services. Transportation
vehicles are stopped by TLC staff seeking paperwork from the driver, including NYS Driver’s
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License, TLC License, van registration and other TLC required documentation. During these
stops, OMIG investigators interview the recipients. TLC has the authority to issue
summonses, seize vehicles, and/or shut down the base station immediately. If an
unacceptable practice is discovered, as defined by 18 NYCRR § 515.2, then OMIG may
impose an administrative sanction, or if fraud is suspected, refer the case to MFCU.

In June 2013, a joint operation with TLC was conducted that identified unqualified drivers
operating medical transportation vehicles within the Far Rockaway section of Queens. Six
investigators from OMIG and 12 inspectors from TLC conducted a coordinated sweep that
focused on pick-ups and drop-offs of Medicaid recipients at a local hospital. Additionally,
Centers for Medicare and Medicaid Services (CMS) staff participated as observers. Of the
52 stops, four vans were seized and 18 summonses were issued for a total of $11,450 in
fines. The infractions cited included unlicensed drivers, unlicensed vans, and cell phone
conversations held without use of a hands-free device while driving.

The success of the 19A Stop project in NYC has led to its expansion in upstate New York. In
September 2013, OMIG, in conjunction with NYS DMV and the New York State Department
of Transportation (DOT), conducted routine inspections of 11 ambulettes from eight
different providers in six Albany County locations. Investigators verified the driver’s
licenses, registration, inspection and insurance documentation. During these inspections,
DMV issued six citations; DOT issued nine safety violations; and OMIG issued two provider
education letters.

OMIG and MFCU Join Forces to Investigate Social Adult Day Care Centers

OMIG and MFCU continue to collaborate with state and city agencies that regulate MLTC
and SADC services in NYC. OMIG and its partners conduct inspections of SADC Centers
throughout NYS. Investigators examine providers’ compliance with Title 9 of NYCRR, NYC
Buildings Department Regulations, and the NYS Medicaid program regulations governing
MLTC providers and SADC programs. In 2013, OMIG conducted more than 50 investigations
of SADCs.

OMIG, MFCU, and partners in State and local government are continuing their efforts to
protect the Medicaid population from unscrupulous providers to ensure that appropriate
program services are provided, that services are rendered in facilities that are safe, and to
collaboratively protect the integrity of the Medicaid program.

Recipient Investigations

The Recipient Investigations Unit investigates allegations of fraud and abuse in the Medicaid
program that are committed by Medicaid recipients and non-enrolled individuals involved in
recipient Medicaid fraud. Detecting eligibility fraud is integral to ensuring that only those
persons meeting enrollment criteria receive Medicaid benefits. The unit also combats
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prescription drug diversion through specific data mining efforts to identify recipients that
fraudulently obtain prescriptions from providers. The unit validates allegations by obtaining
evidence, and in concert with its law enforcement partners, assists in investigations which may
result in civil actions, criminal prosecution, and restitution from recipients that fraudulently
enroll and receive Medicaid benefits. The unit has maintained strong relationships with
federal, state and local law enforcement, as well as regulatory agencies and district attorney
offices.

Examples of recipient fraud can include: providing false information on a Medicaid application,
lending Medicaid identification cards to another person, forging or altering a prescription or
fiscal order, using multiple Medicaid ID cards and selling drugs or supplies provided to
recipients by the Medicaid program. The following sections provide some actual cases
investigated by the Recipient Investigation Unit.

High Living Medicaid Recipients Indicted and Sentenced for Welfare Fraud

OMIG used data mining to identify large numbers of Medicaid recipients living in a high-
end, residential condominium complex in NYC. This investigation resulted in the indictment
of four recipients, thus far. While claiming low incomes in order to qualify for Medicaid,
these recipients lived opulent lifestyles, owning multiple high end vehicles such as Aston
Martins, Porsches and BMWs, and shopping for luxury boutique clothing.

One of the recipients, who claimed on her Medicaid application to have less than $5,000 in
savings and investments, was discovered to have purchased multiple apartments in the NYC
complex between 2002 and 2010, in addition to properties owned in Bay Ridge, Long Island,
and South Florida. In the course of the investigation, it was determined that she had made
annual deposits of over $100,000 to several bank accounts that were both in her name and
the name of her business. The subject flaunted her luxurious lifestyle on a social
networking site, while she fraudulently collected more than $29,000 in Medicaid benefits.
In April 2013, this recipient pled guilty to Welfare Fraud in the Fifth Degree and forfeited
$85,000.

Caterer Hiding Income to Collect Medicaid Benefits Charged with Welfare Fraud

The Recipient Investigations Unit received an allegation that a Medicaid recipient owned a
Binghamton catering business and was concealing business income while receiving
Medicaid benefits. OMIG investigators utilized data mining techniques and reviewed social
network information, which confirmed the recipient was in fact the owner of a catering
business. OMIG referred this case to the Broome County Government Security Division,
Case Integrity Unit. Using the information obtained by OMIG, Broome County investigators
were able to confirm that the recipient failed to report his business income, allegedly
defrauding the County of $8,952.
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Enrolled Recipient Investigations

OMIG completed 1,642 investigations involving enrolled recipients, as set forth in Table 1.7,
which shows investigations by allegation source and recipient location.

Table 1.7

Investigations of Enrolled Recipients
Downstate Upstate Totals
Initial Source Opened Completed Opened Completed Opened Completed

2013 Annual Report Page 21



OMIG also investigates individuals who are not enrolled in the Medicaid program. Table 1.8
shows the results of these investigations.

Table 1.8

Investigations of Non-Enrolled Individuals
Downstate Upstate Totals
Opened Completed Opened Completed Opened Completed

Initial Source
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Prescription Fraud

Forged prescriptions can lead to thousands of illegal pills and other drugs being released into
the community. Under DOH regulations, physicians are responsible for reporting lost or stolen
prescription pads to DOH’s Bureau of Narcotic Enforcement (BNE). Pharmacies can
unknowingly fill an altered or forged prescription when such incidents are not reported.
Pharmacy providers are required to question the authenticity of prescriptions and contact the
physician and appropriate authorities when they suspect fraud.

Collaborative efforts between OMIG and BNE have provided OMIG with access to lost or stolen
prescription pad reports. OMIG uses these reports, data mining techniques, and prescription
serial numbers to identify potentially forged prescriptions and dispensing discrepancies by
pharmacies. Early detection of forgeries prevents additional prescriptions from being filled,
keeps illicit drugs out of the community, and saves taxpayers money. In 2013, OMIG completed
468 forgery investigations. A breakdown of the forgery investigations undertaken by DMl is in
Table 1.9.

Table 1.9
Summary of Forgery Investigations by Source and Region
Downstate Upstate Totals
Opened Completed Opened Completed Opened Completed

Initial Source

Table 1.10
Forgery Referrals to Outside Agencies Recipients Only

Table 1.10 indicates the outside agencies |
‘ Agency 2013
|
|

to which OMIG referred recipients that may be
involved with prescription forgeries.

| Local District Social Services | 25|
%

‘ Total
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Program Integrity Referrals to MFCU and Outside Agencies

OMIG is required by NYS law to refer suspected Table 1.11
fraud and criminality to MFCU. Additionally, in Referrals to MFCU
accordance with the federal ACA, OMIG must refer Provider Type 2013
CAFs to MFCU for possible criminal prosecution. In Capitation Provider 4
2013, OMIG referred 164 subjects to MFCU; 90 of Child Care Institution 1
these referrals were determined to be CAFs. Total Dental Groups 3
referrals to MFCU are reported in Table 1.11; and the |-Dentist 3
subset of ACA CAF referrals are reflected in gz:‘gt::s"c SUCEHu .
Table 1.12. Enrolled Provider 3
Home Health Agency 16
Hospital 3
Long Term Care Facility 5
‘ Table 1.12 Medical Appliance Dealer 1
Referrals of Credible Allegation of Fraud to MFCU Multi-Type 6
Provider Type 2013 Nurse 7
Capitation Provider 4 No Provider Type 3
Child Care Institution 1 Non Enrolled Provider 56
Dental Groups 3 Pharmacy 16
Dentist 3 Physician 19
Diagnostic & Treatment Center. 5 Physicians Group 1
Home Health Agency 13 Service Bureau 1
Hospital 2 Therapist 1
Long Term Care Facility 5 Transportation 10
Medical Appliance Dealer 1
Multi-Type 5
Nurse > In addition to the referrals made to MFCU,
Pharmacy 13 . . .
Physician 17 OMIG works in collaboration with New York
Physicians Group 1| City Human Resources Administration (NYC
Service Bureau 1| HRA) and other LDSSs on recipient referrals.
Therapist 1 Recipients that allegedly did not report
Transportation income and filed fraudulent Medicaid

applications, loaned out their Medicaid cards

or forged prescriptions are referred to one of these agencies for further investigation and
appropriate action. These recipients may be arrested and ordered to pay restitution to the
Medicaid program.

OMIG also refers its findings to the agencies responsible for oversight of professional licensure,
specifically, NYSED’s OPD and DOH’s Office of Professional Medical Conduct (OPMC). OPD and
OPMC may take administrative action on individuals who hold professional licenses. These
actions are in turn reviewed by OMIG to determine if a termination under 18 NYCRR §504.7(d)
has occurred or if an immediate sanction under 18 NYCRR 515.7(e) is warranted.
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In 2013, referrals to outside agencies totaled
1,131. A breakdown of these referrals can be
found in Table 1.13.

Table 1.14

DMI Recipient Referrals to Outside Agencies
Agency ‘ 2013

Table 1.13 |
|

Referrals to Outside Agencies

Agency 2013

A total of 1,108 Recipient referrals were

made to law enforcement and other State and
federal agencies in 2013. Recipient referrals are
shown in Table 1.14.
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Administrative Actions

Recipient Restriction Program

Recipient Restriction Program (RRP) is a medical review conducted by a team of physicians,
nurses and pharmacists who identify recipients that have received Medicaid funded services
that are duplicative, excessive, or contraindicated. This team also investigates recipients that
have allegedly engaged in abusive practices, such as prescription fraud or card lending. RRP is
an administrative mechanism used to promote coordinated medical care, reduce fraud, and
save Medicaid dollars. Recipients that have demonstrated inappropriate utilization of Medicaid
services are recommended to be restricted to specific primary providers such as a
physician/clinic, pharmacy, or a hospital. LDSS and MCOs implement these restrictions.

The objectives of the program are to provide restricted enrollees with coordinated medical
services to reduce inappropriate usage and improve the quality of their care. Additionally, cost
savings are achieved by reducing fraud and misuse through eliminating abusive utilization
behavior, by limiting Medicaid enrollee access to only medically necessary care.

As part of the Medicaid Redesign Team (MRT) managed care expansion, DOH mandated that
each MCO providing services to Medicaid and Family Health Plus members implement an
internal restriction program to control potential fraud and abuse. OMIG has assumed an
increasingly pivotal role in the oversight of the managed care recipient restriction programs and
has been a resource and administrative liaison between the MCOs and LDSSs. OMIG assists the
MCOs by reviewing their policies and procedures to ensure compliance with the RRP provisions
as detailed in the NYS Managed Care Model Contract.

OMIG established a referral process for MCO RRPs to use when a managed care enrollee is
identified for possible inclusion into the MCOs RRP. Additionally, OMIG developed and
implemented a process to share restriction information with MCOs, allowing for the restriction
to follow the member regardless of his/her managed care enrollment status or specific plan
membership. With OMIG’s assistance, MCOs are able to implement and maintain restrictions
while promoting the integrity of the NYS Medicaid program and provide quality care to their
enrollees.

In 2013, OMIG coordinated meetings with NYC HRA, DOH and multiple NYC MCOs to discuss
the overarching responsibilities related to the development of MCO initiated restriction
programs. Contractual responsibilities and policies were discussed as well as a review of
information specific to NYC HRA, including MCO responsibilities, clarification of the new
primary provider change form requirements, and OMIG RRP’s oversight responsibilities.
Additional meetings were held with representatives from major substance abuse and
detoxification inpatient and outpatient facilities in NYC. Risks associated with RRP substance
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abuse enrollees, as well as ways to ensure appropriate identification and implementation of
such enrollees in an MCO initiated RRP, were highlighted.

OMIG conducted 2,610 reviews, leading to 2,185 recommendations for restriction. These
restrictions resulted in improved quality of care for the recipient and a cost savings to the
Medicaid program of over $150 million. In 2013, the number of recipients on restriction
averaged more than 8,700 per month. Cost savings associated with these restrictions are in
Table 11.1, under “Recipient Restriction.”

Enrollment and Reinstatement Activities

Prior to enrolling a provider in the Medicaid program, OHIP conducts an initial review of the
applicant. Based upon this initial review, if an applicant is determined to be of moderate or
high risk to the Medicaid program, OHIP will forward these applications for enrollment and
reinstatement to OMIG’s EAR unit for a more comprehensive review and investigation. EAR
reviews these applications to identify fraudulent or abusive practices, and determine if
applicants are unqualified, or present a potential danger to Medicaid recipients.

Through these front-end enrollment reviews EAR screens providers to enhance quality of care
and regulatory compliance in the Medicaid program. On-site inspections and undercover
operations are conducted, when needed, particularly in areas where licensing is not required,
such as with DME companies. EAR also reviews several other provider categories where pre-
enrollment reviews would be beneficial to avoid enrolling unqualified applicants, including
pharmacy, transportation, opticians, laboratories, dental, physical therapy, portable X-ray,
home health, personal care agencies (PCA), and nurse registries. Based on these investigations,
applicants that do not meet the requirements of the Medicaid program are denied enrollment.
Examples of the results of these reviews are highlighted below.

One Certified Fitter with Six Locations Nets Denial for DME

A DME provider submitted requests to be assigned the specialty of providing orthopedic
footwear services in six of its enrolled locations. The provider was denied under 18 NYCRR
§505.5 because the same orthopedic fitter was listed as the sole certified fitter for the
company’s six sites, even though they are scattered throughout Western NYS and
Pennsylvania. DOH policy requires that an orthopedic fitter be present whenever footwear
services are provided; and, because the same fitter was listed at every location, he clearly
could not be present whenever these services were being provided. Further, moving
between six disparate locations would make it impossible for him to be at any one for even
one full day per week, severely limiting recipients’ access to footwear services.
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Pharmacy Denied Enroliment and Referred to State Education Department

A pharmacy on Long Island was denied for enrollment under 18 NYCRR §504.5(a)(13). An
onsite investigation conducted by OMIG revealed 38 expired drugs in the pharmacy’s
inventory, including one that had expired in 2006. Investigators also found a dirty
pharmacy refrigerator that contained food and had no inside thermometer, which is a
program requirement. The pharmacy sink had no hot running water and its drain was
clogged. In addition, the pharmacy counter was dusty and cluttered and the store was in
such disarray that it would not be possible for a person with a disability to navigate the
aisles. The pharmacy was referred to NYSED’s OPD for further investigation.

Reinstatement Reviews

OMIG also receives provider requests for \ Table 1.15

reinstatement or removal from OMIG's List of Applications Reviewed by EAR

Excluded Providers. If a reinstatement ’—ZOISReviewu

application is denied, the applicant can appeal. Application Type Totals

Appeals are reviewed by a committee Orthopedic Shoe Review 24

comprised of both DOH and OMIG staff. New Enrollment Review 554
Ownership Change Application 243
Reinstatement 41
Removal from Exclusion List 78

| Table 1.16

- Enrollment Applications Dispositions OMIG received 940 enrollment applications

| Disposition 2013 Totals in 2013, as reported in Table 1.15. EAR denied
Approved 763 | enrollment, reinstatement or removal from
Denied 165 | OMIG’s list of Excluded Providers to 165 providers
Withdrawn 36 | (Table 1.16), resulting in over $32 million in

\ Total AW  Medicaid cost savings (Table 11.1).

Sanctions — Terminations & Exclusions

OMIG can impose sanctions on a provider including censure, exclusion, termination, or
conditional or limited participation in the Medicaid program pursuant to 18 NYCRR §515. In
2013, OMIG conducted investigations and imposed exclusions based upon:

e NYSED actions, such as license surrender, suspension, and revocation, for Medicaid and
non-Medicaid providers;
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e Actions taken by OPMC involving professional misconduct and physician discipline
actions, including license suspensions, revocations, surrenders, and consent
agreements;

e Felony indictments and convictions of crime relating to the furnishing or billing for
medical care, services, or supplies;

e Information received from the federal HHS OIG; and/or,

e OMIG’s internal enrollment files and eMedNY data, which provides relative ownership
information to determine affiliates of excluded providers.

OMIG excluded 685 providers and issued
16 notices of termination during 2013, as
shown in tables 1.17 and 1.18. These
individuals and entities are censured or

Table 1.17
Sanctions By Type

Number of
Exclusion Type Actions

excluded from the Medicaid program Affiliations — 18 NYCRR 515.3(c) =
depending on the nature and severity of Unacceptable Practice — 18 NYCRR

the offenses. ARU processes all exclusion 515.2 4
actions and is responsible for maintaining Indictments — 18 NYCRR 515.7(b) 155
the Exclusion and Termination Lists on the  [‘egnyictions — 18 NYCRR 515.7(c) 170
OMIG’s website. The Exclusion list Imminent Danger — 18 NYCRR 515.7(d) 3
contains 5,099 Medicaid and non-Medicaid | professional Misconduct — 18 NYCRR

provider exclusions, and the list of 515.7(e) 105
Terminations has 1,170 entries. These lists [ Mandatory Exclusion — 18 NYCRR 515.8 200
are updated daily (except holidays and Loss of License Termination — 18 NYCRR

weekends) and are available to the public | .204-7 16

on OMIG’s website, www.omig.ny.gov. \M—m

Cost savings resulting from these exclusions and terminations totaled $20,431,596 (see Table
11.1).

MFCU investigates referred allegations, which may lead to criminal charges and convictions. As
a result, under 18 NYCRR §515.7, OMIG may then sanction any person or entity that has been
charged with a felony, or convicted of a crime, related to the billing or furnishing of medical
care, services or supplies. MFCU prosecutorial activity in 2013 led to OMIG issuing 185 Notices
of Immediate Agency Action that excluded individuals and entities from the Medicaid program,
as shown in Table 1.18.
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Table 1.18
Exclusion Actions

Exclusion Termination Number of
Allegation Source 18 NYCRR 515 18 NYCRR 504.7 Actions

Court 2 0 2
HHS 192 0 192
Internal Data Mining (County) 3 0 3
Medicaid Fraud Control Unit 185 0 185
OMIG 169 0 169
Office of Professional Medical
Conduct 41 8 49
SED 67 8 75
US Attorney 26 0 26
Grand Total ‘ 685 16 701

Examples of OMIG’s exclusion actions are presented below.

Albany Physician Reprimanded, Censured by OMIG, OPMC

An Albany-based surgeon provided medical care at a Capital Region surgery center to a
patient who was scheduled to undergo an open carpal tunnel release and excision of a
finger cyst and bone spurs. The provider deviated from accepted standards of medical care
when he performed the operation on the incorrect finger. He noted the surgical error in the
recovery room and subsequently performed the appropriate operation on the proper
finger. The surgeon also provided medical care to a patient scheduled to undergo elbow
surgery. His care of the patient deviated from accepted standards when he performed a
different procedure, in error. He again recognized the error and subsequently performed
the scheduled procedure. The provider did not contest the charge of negligence on more
than one occasion, and OMIG censured him under 18 NYCRR 515.7(e), effective July 30.
This provider was also censured and reprimanded by OPMC.

Social Adult Day Care Centers and Individuals Involved in Bribery Scheme

Pursuant to a federal complaint filed on April 2, 2013, OMIG acted swiftly to exclude the
operators of two Bronx SADC centers from participation in Medicaid. Along with a Bronx
Assemblyman, four individuals were all excluded effective April 18, 2013. All five were
indicted for their roles in an alleged bribery scheme involving the centers. OMIG also took
action against the two centers effective April 21, 2013. The complaint alleges that the four
individuals conspired to bribe the Assemblyman to introduce a bill into the NYS Assembly
that would place limits on the creation of any new SADC programs in the area. In return, the
Assemblyman received $20,000 and one of the centers was renamed to honor his
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grandfather. Less than a day after OMIG barred one of the centers from directly or
indirectly receiving Medicaid funds, the center closed its doors on April 22, 2013. The

indictment alleges that the Assemblyman told the developers he would help them get
contracts with HMOs.

2013 Annual Report Page 31



Affordable Care Act

In March of 2010, the ACA was enacted into federal law. The ACA includes numerous
provisions designed to increase Medicaid program integrity. For OMIG, this entails excluding
and denying enrollment of providers that are barred by other state and federal entities from
participating in government funded health care programs. The ACA also requires states to
suspend provider’s Medicaid payments based on identification and subsequent pending
investigations of CAFs, thereby preventing inappropriate payment of Medicaid funds.

Enrollment

Based on ACA regulations, OMIG expanded the categories requiring pre-enrollment on-site
inspections to also include physical therapy and portable X-rays. The ACA also requires pre-
enrollment on-site inspections for DME suppliers; however, OMIG was already requiring pre-
enrollment inspections in this area prior to the ACA. If Medicare has not conducted an on-site
inspection within the previous 12 months, the ACA requires pre-enrollment on-site inspections
be conducted by state Medicaid agencies.

In addition to the requirements regarding pre-enrollment on-site inspections, ACA regulations
require denials in situations where a provider has been convicted in the last 10 years of an
offense related to Medicaid, where a provider has been terminated or excluded by another
state since 2011, and where an applicant does not allow an on-site inspection to proceed.

In 2013, 10 providers, including three providers that were denied based on DME pre-enrollment

onsite inspections, were denied enrollment or reinstatement by OMIG based solely or in part
on ACA regulations.

Payment Suspension

In order to comply with the payment suspension provisions of the ACA, OMIG proposed
revisions to the state regulation pertaining to the withholding of payments to providers. On
August 22, 2012, the amendments to 18 NYCRR §518.7 took effect. Under these new
provisions, OMIG must withhold payments, in whole or in part, when it has determined or has
been notified that a provider is the subject of a CAF, unless it is determined that a good cause
exception exists not to withhold payments. OMIG is required to refer all CAF to MFCU no later
than the next business day. If MFCU does not accept the referral, OMIG may then refer the
matter to another law enforcement organization. External law enforcement agencies other
than MFCU may also request payment suspensions based on credible allegations of fraud.

Payment suspensions remain in effect until OMIG, MFCU, or other law enforcement
organizations determine that there is insufficient evidence of fraud by the provider, or upon
completion of all investigative and legal proceedings related to the provider’s alleged fraud.

2013 Annual Report Page 32



Table 1.19 is a summary of payment suspensions based on both OMIG and MFCU investigations
of CAFs.

Table 1.19
2013 ACA Recoveries

Total Suspended

Provider Type Downstate Upstate Upstate Western Payments

Capitation Provider S 42,204,732 0 0 42,204,732
Diagnostic & Treatment

Center 202,203 0 0 202,203
Long Term Facility 3,281,713 0 0 3,281,713
Nurse 0 0 2,942 2,942
Pharmacy 6,038 0 0 6,038
Physician 20 0 249 269
Transportation 441,647 23,678 0 465,325

$ 46,136,353 | $ 23,678 S 46,163,222

Exclusions

Section 6501 of the ACA requires that, effective January 1, 2011, each state must terminate the
participation of any individual or entity from the State Medicaid program if that provider has
been terminated from Medicare, another State Medicaid program, or the Children’s Health
Insurance Program (CHIP).

Terminations can occur when:

e Medicare, Medicaid or CHIP programs revoke a provider’s billing privileges;

e The provider has exhausted all applicable appeal rights, or the timeline for such appeal
has expired;

e There is no expectation by any party that the termination is temporary; and,

e The provider would be required to re-enroll to have privileges reinstated.

The requirement for states to terminate applies only in cases when providers, suppliers, or
eligible professionals were terminated or had their billing privileges revoked “for cause”.

OMIG has developed policies and procedures to comply with ACA §6501. OMIG regularly
places on CMS’s web portal, known as the Medicaid/Medicare Integrity Group Cumulative
Revocation Report, those NYS providers whose exclusion, or “for cause” termination, has been
deemed final. OMIG also searches this portal for any current NYS providers that another state
has terminated “for cause”. OMIG procures documentation from the other states regarding the
termination, confirms that it was indeed “for cause” as described by the ACA, and then either
excludes or terminates the provider.
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Audit Activities

OMIG conducts audits of Medicaid providers with the goal of ascertaining whether providers
adhere to applicable federal and State laws, regulations, rules, and policies pertaining to the
Medicaid program. Additionally, if in the course of an audit, potential fraudulent or abusive
billings or practices are detected, a referral is made to OMIG’s DMI to investigate the issue. The
following table is a summary of all audit activities for 2013.

Table 2.0
2013 Audits Statewide

Overpayments
Identified for
Recovery

Overpayments
Recovered

Finalized

Audit Department Initiated

Fee-for-Service Audit Total 341 196 | S 104,761,144 | S 27,671,887
Rate Audit 624 151 39,223,782 39,819,797
Managed Care 484 474 47,738,726 45,783,900
Medicaid in Education 2 28 3,137,348 3,529,230
County Demonstration Program 11 62 7,232,149 1,145,790
Total 1,462 | 911 | $ 202,093,149 $ 117,950,604

Fee-for-Service Audit Activities

OMIG conducts billing audits of provider services rendered to eligible beneficiaries paid on a
fee-for-service (FFS) basis. Examples of these audits include home health care agencies (HHA),
PCA, diagnostic and treatment centers (D&TC), hospitals, pharmacies, and other health care
providers.

Audit protocols are developed for each FFS category or program audited by OMIG. The
established review process includes gathering feedback from the oversight agency responsible
for the respective program. Subsequently, OMIG shares the audit protocols with the applicable
provider association for comment. OMIG provides clarification and education to the
associations, based on their respective comments and concerns. Once the process of vetting
the audit protocols is complete, they are posted on the OMIG’s website. For 2013, a total of 20
audit protocols were posted to the OMIG website. This has resulted in a significant increase in
the number of finalized audits for 2013 compared to 2012. All OMIG protocols are available at:
http://omig.ny.gov/audit/audit-protocols.

Examples of OMIG’s FFS audit activities are highlighted below.
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Comprehensive Outpatient Program and Community Support Program Payments

Since 1991, NYS has provided supplemental Medicaid Comprehensive Outpatient Programs
(COPS) payments to mental health providers for enhanced services to seriously and
persistently mentally ill adults, and seriously emotionally disturbed children. These
payments are made in addition to a provider's Medicaid rate and serve as a deficit funding
mechanism. The COPS amount is limited to a specific yearly threshold amount set by Office
of Mental Health (OMH), and is calculated on a provider and program specific basis. OMH
has identified COPS reimbursements that exceed the threshold amounts for prior years;
and, these overpayments are subject to recoupment by the State. Phase | of this project
focused on excess COPS payments to mental health providers statewide for services from
2003 through 2005. Phase Il focused on excess COPS payments to mental health providers
for NYC only for services from 2006 through 2008. Both Phases of this project are ongoing.

Similarly, community support programs (CSP) payments in excess of a formulated
reimbursement rate are also subject to recovery by the State. OMH is responsible for
calculating these yearly threshold amounts and reimbursement rates. OMIG continues to
partner with OMH to issue audit reports for any overpayments that are identified, and is
also responsible for recovering any identified overpayments. In 2013, OMIG and OMH
finalized 41 COPS/CSP audits, with identified overpayments of $35.5 million.

Certified Home Health Agencies

In 2013, OMIG posted audit protocols for Certified Home Health Agencies (CHHA). Auditors
verified that required documentation was presented to validate the service was provided
and was consistent with patient care plans. Additionally, as part of these audits, OMIG
reviewed documentation to determine if overlapping payments for dually eligible Medicare
and Medicaid patients were made, Medicaid spend down requirements were met, and
whether the service should have been covered by a facility rate. These audits, however, do
not include a review of the facility cost reports. The cost reviews of these providers are
included in the “Rate Based Audit Activities” section of this report. In 2013, OMIG finalized
three audits identifying $66.2 million in overpayments.

EPOGEN Clinic Review

As part of dialysis treatment, patients routinely receive the drug epoetin alpha (Epogen),
which can be billed to Medicaid separately from the dialysis treatment visit. The objective
of the audits conducted by OMIG was to determine whether the actual acquisition cost of
the drug was used in order to bill the Medicaid program properly. OMIG staff examined
claim information and facility documentation in order to make this assessment. In 2013,
OMIG finalized 32 audits that identified overpayments of $3.3 million where the facilities
billed Medicaid at an amount higher than the acquisition cost.
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OPWDD Audit Activities

In 2010, OMIG became the lead audit organization in NYS for overseeing the integrity of the
Medicaid program with respect to the Office for People With Developmental Disabilities
(OPWDD) program services. OMIG audit protocols have been posted for Medicaid service
coordination (MSC), individualized residential alternative (IRA) residential habilitation, day
treatment, and day habilitation program services. OMIG conducts audits of these program
services to determine whether the services were provided in accordance with Medicaid
requirements and OPWDD policies and provider guidance documents. Details of each of these
project areas are listed below:

Medicaid Service Coordination

MSC assists individuals with developmental disabilities and their families in gaining
access to services and support appropriate to their needs. MSC is provided by qualified
service coordinators, who develop and implement individualized service plans (ISP). The
primary components that OMIG reviews in these audits are the intermediate care
facilities for individuals with mental retardation level of care eligibility determination
(ICF/MR LCED), the ISP, MSC service notes, and MSC agreements. Audit findings
included unqualified MSC service coordinators, missing MSC agreements, the ISP lacking
required elements or not being completed and distributed timely, as well as missing
elements in the service notes. In 2013, OMIG finalized three MSC audits, with identified
overpayments of $965,000.

Residential Habilitation

An IRA is a type of community residence that provides room, board and individualized
service options. IRA residential habilitation services consist of individually tailored
supports that assist with skills related to living in the community. OMIG reviewed the
rehabilitation plan, the monthly summary notes, and determined the proper number of
countable service days being billed. Audit findings included missing service notes,
improper number of countable service days, missing elements in the residential
habilitation plan, and missing monthly summary notes. In 2013, OMIG finalized four IRA
residential habilitation audits, with identified overpayments of $631,000. An example of
one of OMIG’s IRA audits is highlighted below.

Audit of Westchester Outpatient Facility Identifies $254,000 in Overpayments

An audit of an outpatient developmental disability service provider in Irvington, NY,
found overpayments of $254,357. Outpatient services provided to persons with
developmental disabilities are offered at programs licensed by OPWDD. A
comprehensive system of such services for people with intellectual and developmental
disabilities are furnished at clinic and day treatment facilities, and through a home and
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community-based federal waiver program. The audit covered four years of Medicaid
funded services and found large amounts of information needed to support
reimbursement for services were missing from the facility’s medical records. The audit
identified instances where the facility billed for more days of service than were
documented, billed for services that lacked information about the beneficiary’s
response to the service, and billed for services without a required residential
habilitation plan.

Day Treatment

An OPWDD day treatment facility is a certified free-standing or satellite site that
provides a planned combination of diagnostic, treatment, and habilitative services for
individuals with developmental disabilities. Individuals attending day treatment receive
a broad range of services but do not need intensive 24-hour care and medical
supervision. The individual program plan, the treatment plan, and the comprehensive
functional assessment (CFA) were reviewed in the course of OMIG’s audits. As a result,
OMIG’s findings included missing physician reviews of individual treatment plans,
missing progress notes, incorrect rate codes billed, missing CFA, no documentation of
service, and the duration of service not being documented. In 2013, OMIG finalized
three day treatment audits, with identified overpayments of $6.6 million.

Tables 2.1 — 2.5 summarize the FFS activities for the year by project type and region.
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Table 2.1
2013 Upstate Region Fee-for-Service Audits

Overpayments
Identified for Overpayments
Project Type Recovery Recovered
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93,859,975 $ 21,703,293
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Table 2.4

2013 Out-of-State Fee-for-Service Audit Totals

Overpayments Identified | Overpayments
Project Type Initiated for Recovery Recovered
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Table 2.5
2013 Statewide Fee-for-Service Audit Totals

Overpayments Overpayments
Project Type Identified for Recovery Recovered

[Total_______________| am] 196 104,761,144 | § 27,671,887

2013 Annual Report Page 41



County Demonstration Program

The Medicaid Fraud, Waste, and Abuse County Demonstration Program (County Demonstration
Program) was implemented in 2006 and is a partnership between OMIG and NYS counties and
NYC to detect Medicaid provider fraud, waste and abuse and recoup any identified
overpayments. The number of participating counties has fluctuated since implementation. In
2013, seven counties and NYC were participating in the program. Under the County
Demonstration Program, the counties, with OMIG oversight, perform audits of pharmacy,
transportation, and DME providers. In 2014, the County Demonstration Program will also audit
assisted living providers.

During the past year, in accordance with provisions of the 2013-14 Executive Budget, OMIG
began holding quarterly meetings with the participating counties. The purpose of these
meetings is to improve communication between OMIG and the counties and to foster
communication among the participating counties. Additionally, OMIG provided guidance to
participating county audit staff concerning targeting new audit areas and applying updated
audit protocols to audits. An example of one of the County Demonstration projects is
highlighted below.

$4 Million Ambulette Audit

OMIG issued a final report identifying overpayments of over $4 million as a result of an
ambulette audit. The ambulette company, based in Brooklyn, received $5,238,370 for
89,847 services rendered to 6,993 Medicaid enrollees during the review period. The audit
assessed this provider’s compliance with the laws, rules, and regulations of the Medicaid
program. This audit was conducted in conjunction with NYC HRA as part of the County
Demonstration Program.

Results of all County Demonstration Program audits for 2013 are in tables 3.1 —3.4.
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Table 3.1

2013 Upstate Region County Demonstration Program Audit Totals

Overpayments Identified for Overpayments
Project Type Recovery Recovered
[total___ [ ol 3[s  [s 12551

. < A
Table 3.2
2013 Downstate Region County Demonstration Program Audit Totals

Overpayments ldentified Overpayments
Project Type for Recovery Recovered

[fotal | o] ss[s 7,715,502 | $ 1,009,564

.

Table 3.3
2013 Western Region County Demonstration Program Audit Totals

Overpayments Identified for Overpayments
Pro;ect Type Recovery Recovered

—____
[total________ | uf  afs @ 2s12]$  10710]

Table 3.4

Locre
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School Supportive and Preschool Supported Health Services Pro

In 2013, OMIG auditors continued to audit school districts and county preschool programs as
required by the Compliance Agreement between NYS and the federal government. Many of
the audits completed in 2013 were audits of paid claims under NYS’s new State Plan
Amendment. The majority of these audits were closed with no findings — see Table 7.0 on
page 57. These results can be attributed to the extensive training and guidance provided by
OHIP and the NYSED — Medicaid Unit, as required by the Compliance Agreement, to business
officials, special education directors, Medicaid billing clerks, compliance officers and
clinicians within the school districts and county preschools. The tables below summarize the
OMIG school supportive audit activities for 2013.

, erunl BUS
Table 4.1
2013 Upstate Region Medicaid in Education Audits

Overpayments
Project Type Initiated Overpayments ldentified for Recovery Recovered

SSHSP 15 499829 464742
[Total | 2] m]s  _________6M0112]$ 598747

Table 4.2
2013 Downstate Region Medicaid in Education Audits

Overpayments
Project Type Overpayments ldentified for Recovery Recovered

(Total____| __ o] ___5[$ 2209880 | $ 2,417,323

l |
Table 4.3
2013 Western Region Medi in Educatio

Overpayments
Pro;ect Type Overpayments Identified for Recovery Recovered

_____--
[Total | o] __12]$ 28735 513161

Table 4.4 .
2013 Statewide Medicaid in Education Totals

Overpayments
Project Type Overpayments ldentified for Recovery Recovered

SSHSP 117 2302837 319236
(Total | 2] 28]s _____________3137348]$ 3529230/
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Rate Based Audit Activities

Certain Medicaid providers are reimbursed for covered services to eligible beneficiaries based
on prospectively determined rates. These rates are calculated based on cost reports that are
submitted annually by the provider to DOH’s Bureau of Long Term Care Reimbursement
(BLTCR). BLTCR uses these cost reports as the basis to promulgate a daily rate for each
provider. An example of a rate based provider reimbursed using this method is a residential
health care facility (RHCF).

Capital

The reported capital costs for RHCFs are used as a basis for the capital component of the
nursing facility’s Medicaid rate. OMIG audits the capital costs to examine the underlying
costs that determine the capital component of the rate. Some examples of findings from
capital audits are as follows:

e Working capital interest expense disallowances;
e Equity disallowances;

e Sales tax disallowances;

e Mortgage expense disallowances; and,

e Depreciation disallowances.

During 2013, 50 capital audits were finalized, resulting in identification of overpayments of
$7.3 million. An example of one of the capital projects is highlighted below.

Findings of Nearly Half Million Dollars for Long Island Rehabilitation Center

An audit of Medicaid rates paid to a Long Island rehabilitation facility identified
overpayments in the amount of $470,367. OMIG’s audit disclosed variances between
audited mortgage interest expense and that included in the rate along with expenses
that could not be verified. Auditors also disallowed costs associated with luxury
automobiles as well as other vehicles that were deemed unrelated to patient care but
were instead for the personal use of the facility’s management.

Base Year

OMIG examines the costs reported in a nursing facility’s base year. The reported base year
costs are trended forward by an inflation factor and used by BLTCR to calculate the
operating portion of the rate for subsequent years until a new base year is

established. Examples of the base year audit findings are as follow:

e Expense not related to patient care;
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e Undocumented expense;
e Duplicated expense; and,
e Non-allowable expense.

During 2013, 25 base year audits were finalized, with identified overpayments in the
amount of $19.9 million. An example of one of the base year projects is highlighted below.

Auditors Identify $1 Million in Overpayments

An audit of Medicaid rates paid to a long-term care center in Westchester County found
overpayments in the amount of $1,054,909. Major disallowances found in this audit
were miscalculation of sales tax and automobile expenses.

Rollover

Base year operating costs are used by BLTCR as a basis for rate calculations for a facility in
subsequent years. When a base year audit has resulted in adjustments to the base year
operating costs, these audit findings are integrated and carried forward into the rate
calculation for subsequent rate years that use those base year costs as its basis. These
audits are referred to as rollover audits because they roll forward audit findings from a base
year audit. During 2013, 36 rollover audits were completed, resulting in identification of
overpayments of $1.7 million.

Dropped Services

Medicaid rates for RHCFs include various ancillary services as contained in the facility’s base
year costs. Dropped services audits consist of an examination of ancillary services included
in the RHCF’s Medicaid per diem rate and any changes in billing that may have occurred.
The audit identifies RHCFs that have elected to change the method of billing regarding
ancillary services — for example, an outside FFS provider bills Medicaid directly for the
ancillary services as opposed to the RHCF being reimbursed the cost of these services in
their rate. Where Medicaid is paying the outside FFS provider in addition to the RHCF for
the same ancillary services, duplicate reimbursement occurs. During 2013, three dropped
service audits were completed identifying overpayments of S1 million.

Rate Appeals

RHCFs may file rate appeals with DOH to contest their Medicaid rates. OMIG reviews rate
appeals that have been approved by DOH and, where appropriate, audits underlying costs
associated with those appeals to determine the appropriateness of each appeal issue.
Appeals findings are the same types of findings identified in an operating or capital rate
audit. During 2013, OMIG completed reviews of two rate appeals, which identified
overpayments of $5.3 million.
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Long-Term Home Health Care Program and Certified Home Health Agency

OMIG conducts audits of Long-Term Home Health Care Program (LTHHCP) and CHHA cost
reports to verify per-visit and hourly rates calculated for the various ancillary services
provided, with an emphasis on both high Medicaid utilization and rate capitations. OMIG
also audits rate add-ons including funds dedicated to worker recruitment, training, and
retention. During 2013, two LTHHCP audits were completed, which identified
overpayments of $1.1 million; and one CHHA audit was completed, identifying
overpayments of $1.7 million.

Bed Reserve

Under Medicaid program requirements, RHCFs are reimbursed for reserving a Medicaid
beneficiary’s bed if that beneficiary leaves the facility on a temporary hospital or
therapeutic leave of absence and certain conditions are met. OMIG continues to review
bed reserve payments to assure that RHCFs are in compliance with Title 18 NYCRR
§505.9(d), which addresses the eligibility and requirements to bill Medicaid for a reserved
bed day. In 2013, OMIG finalized 23 audits that identified $1.5 million in overpayments. In
addition, OMIG began the development of an expanded bed reserve audit scope that
incorporates the additional billing requirements set forth in NYS Public Health Law
§2808(25). Reimbursement for a facility’s bed reserve days for each individual Medicaid
beneficiary within the facility will be limited to a maximum of 14 days in a 12-month period
for hospitalizations, and ten days in a 12-month calendar period for non-hospital
therapeutic leaves of absence.

Rate audit activity outcomes are in Tables 5.1-5.4.
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2013 Rate Audits by Type and Region

9

Table 5.1 ‘
2013 Upstate Region Rate Audit Totals

Overpayments Identified | Overpayments
Project Type for Recovery Recovered

_-m-zlg
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Table 5.2

2013 Downstate Region Rate Audit Totals

Overpayments ldentified Overpayments
Project Type for Recovery Recovered
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Table 5.3
2013 Western Region Rate Audit Totals

Overpayments ldentified Overpayments
Project Type for Recovery Recovered
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Managed Care Audit Activities

As a result of MRT proposals, DOH established a goal to move most Medicaid populations into a
care management system by April 2016. This system includes comprehensive managed care
(MC) plans, HIV/AIDS special needs plans, and various long-term care plans, as well as, new
plans that will need to be tailored to meet the needs of other transitioning populations, such as
those with mental health and/or substance abuse issues.

OMIG currently performs various eligibility/enrollment based reviews and audits of MC plans to
recover overpayments and correct system and program errors. OMIG’s MC activities have
primarily focused on MC enrollment and eligibility; however, OMIG’s activities are expanding
because of the MRT goal to transition added services to MC.

In 2013, NYS continued to transition the FFS Medicaid population with long-term care needs
into managed long-term care plans. This transition is expected to continue over the next several
years. Over this period, OMIG will continue to move audit resources from traditional FFS and
rate audits to monitoring payments made to the MCOs, and reviewing the network provider
costs used to determine MC rates. To accomplish this, OMIG is coordinating program integrity
activities with DOH and the MFCU, which includes updating regulations and MC model contract
language, as appropriate. Highlights of MC audit activities are described below.

Capitation Payments for Retroactive Disenrollment Transactions

Retroactive disenrollment audits are conducted when an inappropriate capitation payment
is made on behalf of an enrollee who has multiple client identification numbers, deceased
and incarcerated enrollees, enrollees permanently placed in an institutional facility,
enrollees covered by commercial health insurance, enrolled in a federal waiver program, or
enrollees that are no longer a resident of the state. These retroactive disenrollment
situations are identified by the LDSS and/or NYC HRA, or through reports generated by
OMIG, which list retroactive disenrollments not initially identified. When a capitation
payment is inappropriately made due to eligibility errors or untimely eligibility file updates,
LDSS and/or NYC HRA retroactively adjust the enrollee eligibility file and instruct the MCO
to void the premium payments received for any month where the MCO was not at risk to
provide services.

Over the course of 2013, DOH and OMIG worked collaboratively to transition the
responsibility for the data management and receipt of reported retroactive disenrollment
transactions from DOH to OMIG. The transition was completed April 1, 2014. Changes to
the former process will include moving from a paper to an electronic notification system,
thereby enhancing accuracy and efficiency. In 2013, OMIG in concert with DOH, LDSS, and
NYC HRA, were successful in recovering $15.7 million through retroactive disenrollments
and subsequent repayments.
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Managed Care Institutional

The LDSS or NYC HRA is responsible for determining the eligibility of Medicaid MC enrollees.
Medicaid enrollees placed in foster care or a long term care facility are no longer eligible for
Medicaid MC because these medical services are provided in foster care or by the facility.

In these cases, the LDSS or NYC HRA retroactively adjusts the enrollee eligibility file, and
instructs the MCO to void the premium payments for any month where the MCO was not at
risk to provide services. OMIG audits and recovers the premiums when the MCO fails to
submit the voids in a timely manner. In 2013, 38 MC institutionalized audits were finalized,
resulting in $9.9 million in identified overpayments.

Family Planning Chargeback Services

MCOs may include family planning and reproductive services in the benefit package offered
to enrollees. Federal rules state that MC enrollees may receive these services from any FFS
Medicaid provider, without referral or prior approval of the MCO. According to provisions
in the NYS MC Model Contract, if a MCO includes these services in their benefit package and
an enrollee chooses to go outside the MCO network, the servicing provider is compensated
by Medicaid, and the MCO agrees to reimburse Medicaid for the payments made to the
non-network provider. OMIG recovers those payments not reimbursed to the Medicaid
program by the MCO. In 2013, OMIG finalized 26 audits and identified overpayments of
$9.9 million.

Capitation Payments for Deceased Managed Care Enrollees (Death Match)

OMIG receives files from both the NYS and NYC Bureaus of Vital Statistics and annually
matches this data against premiums paid to MCOs. OMIG uses this information to identify
payments made for individuals who were deceased for an entire payment month and were
not identified during the LDSS and NYC HRA retroactive disenrollment process. In 2013,
OMIG finalized 38 audits with identified overpayments of $4.9 million.

Capitation Payments for Incarcerated Managed Care Enrollees (Prison Match)

OMIG receives files from DOH that matches Medicaid enrollees to the prison rosters
maintained by the NYS Department of Corrections and Community Supervision (State
Prisons) and NYS Division of Criminal Justice Services (County Jails). On an annual basis
OMIG matches this data against the premiums paid to MCOs in order to identify payments
made for individuals who were incarcerated for an entire payment month and were not
identified during the LDSS and NYC HRA retroactive disenrollment process. In 2013, OMIG
finalized 28 audits with identified overpayments of $3.2 million.

Managed care audit activity outcomes are in Tables 6.1-6.5.
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2013 Managed Care and Provider Review Audits by Type and Region

Table 6.1
2013 Upstate Region Managed Care and Provider Review Audit Totals

Overpayments Identified Overpayments
PI‘OjeCt Type for Recovery Recovered

Table 6.2
2013 Downstate Region Managed Care and Provider Review Audit Totals

Overpayments Identified for | Overpayments
Pro;ect Type Recovery Recovered

2013 Annual Report Page 52



Table 6.3

2013 Western Region Managed Care and Provider Review Audit Totals

Total el ___70ls 7,507,998 | § 7,492,141
( .

- __

Table 6.4 I
@ 2013 Out-of-State Managed Care and Provider Review Audit Totals ﬁg

Overpayments Identified for | Overpayments -
Project Type Recovery Recovered

-I_ 7,640 7 526

Table 6.5 b
2013 Statewide Managed Care and Provider Review Audit Totals

Overpayments Identified for Overpayments
Pro;ect Type Recovery Recovered

$ 47,738,726 | $ 45,783,900
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Other Audit Initiatives

Minimum Data Set

Minimum Data Set (MDS) is an important tool that nursing homes use to evaluate each resident
and develop a plan to provide the services that best meet the resident’s needs. MDS data
submissions to BLTCR are used to calculate each facility’s Case Mix Index (CMI) which is used to
determine the direct cost portion of each facilities’ Medicaid rate.

OMIG, in collaboration with BLTCR, initiated reviews of the accuracy of nursing home MDS
submissions. The objective of these reviews was to verify that the MDS information submitted
by the nursing home was an accurate representation of each resident's medical condition,
functional abilities, and care needs. OMIG plans to perform 250 audits for every six month
census period.

BLTCR used MDS submissions from the January 25, 2012 census date to determine the CMI for
Medicaid rates for the period July 2012 through December 2012, and from their July 25, 2012
census date to determine CMI for Medicaid rates for the period January 2013 through June
2013.

In 2013, the OMIG Nursing Review Unit initiated 496 MDS reviews covering both the January
and July 2012 census dates. OMIG anticipates completing the first series of audits in 2014.

New York State Medicaid Electronic Health Records Incentive Program

In 2009, the United States Congress included provisions in the American Recovery and
Reinvestment Act allocating approximately $19 billion to provide incentives for the adoption of
electronic health information technology (HIT) among Medicaid and Medicare providers. This
federally funded project will continue to pay incentives through 2021. During this time, OMIG
will audit the CMS prescribed adoption, implementation, upgrade (AlU), and meaningful use
(MU) phases of certified electronic health records (EHR) to identify and/or prevent improper
Medicaid EHR Incentive payments, and monitor for potential fraud, waste, and abuse.
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Through the Medicaid EHR Incentive Program, eligible hospitals and health care practitioners in
NYS apply for financial incentives by moving from a paper-based system of maintaining patient
records to a certified EHR. As part of their AlU attestations in the first year of participation in
the Medicaid EHR Incentive Program, providers are required to supply documentation that, at a
minimum, demonstrates either a binding financial commitment (such as a contract) or actual
expenditures for AlU activities to a certified EHR technology. Each system must be certified by
the Office of National Coordinator for HIT as meeting required standards and specifications.

During 2013, OMIG initiated 218 audits. A risk assessment for the 2011 incentive payment year
was completed, and one was started for the 2012 payment year. AlU audits were finalized for
the first year of the program for individual eligible providers and eligible hospitals. The majority
of the AlIU audits of NYS providers found them to be in compliance with the requirements of the
program. The results of these audits, which can be found in Table 7.0, are consistent with other
states’ findings. Also in 2013, audits of eligible providers attesting as groups were initiated for
the first time, and a process was developed for MU audits. The first MU audits are scheduled to
begin in 2014.

Managed Long Term Care Eligibility and Care Management Audits

MLTC is a program that streamlines the delivery of long-term care services to people who are
chronically ill or disabled and who wish to stay in their homes and communities. These
services, such as home care or adult day care, are provided through MLTC plans that are
approved by DOH. In 2013, OMIG conducted audits to ensure MLTC plans properly determined
the eligibility of a selected group of Medicaid beneficiaries for enrollment into the MLTC
program. In addition, when it has been determined that a selected beneficiary was properly
enrolled, the MLTC plan’s care management of that beneficiary is reviewed to ensure the care
received complied with the beneficiary’s plan of care. In 2013, OMIG initiated 13 MLTC
eligibility and care management audits.

Medicare Coordination of Benefits where Providers Submitted Duplicate Claims

OMIG conducts reviews of claims approved and paid by Medicare for dual-eligible beneficiaries
(i.e., beneficiaries with both Medicare and Medicaid coverage), that are also submitted to
Medicaid for payment. Potential duplicate claims are reviewed for possible edit enhancements,
and recoveries are made when appropriate.

Effective December 2009, the NYS Medicaid program implemented an automated Medicare
crossover process so that providers will no longer have to bill Medicaid separately for the
Medicare deductible, coinsurance, or co-pay amounts for dual-eligible Medicare/Medicaid
beneficiaries covered by Medicare Parts A and B. These types of claims are now sent directly by
Medicare to NYS Medicaid for processing and payment. In certain instances under this
automated process both the provider submitted claim and the crossover claim can be
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reimbursed, if a separate claim is submitted directly by the provider to NYS Medicaid for a dual-
eligible beneficiary. This is a problem because only one of the claims should be paid.

In 2010, OMIG started monitoring claims to observe how the new system was operating and if
sufficient claim system edits were in place to catch any duplicate or questionable claims. OMIG
identified a large volume of duplicate claims, and determined that providers were still
submitting claims for dual-eligible beneficiaries directly to Medicaid. In 2011, OMIG submitted
an MRT proposal which focused on eliminating and/or reducing the number of provider
submitted claims associated with the automated Medicare crossover system. OMIG worked
with DOH to modify claim system edits that identify and deny duplicate claims.

During 2013, the savings associated with the edit modifications suggested by OMIG resulted in

$174.4 million in estimated cost savings. OMIG continues to monitor the crossover system for
duplicate Medicaid claims to identify and recover inappropriately paid claims from providers.

Positive Reports

In the process of an audit there are times when OMIG finds that, for the scope period and
objective reviewed, the provider has generally adhered to applicable Medicaid billing rules and
regulations. In these instances OMIG will issue an audit summation letter advising the provider
that pursuant to 18 NYCRR 517.3(h) the audit was concluded and no further action is required
on their part. However, in these cases, OMIG reserves the right to conduct further reviews of
the provider’s participation in the Medicaid program, take action where appropriate, and
recover any associated overpayments that may be identified. These reports are also listed on
the OMIG website as “Positive Reports”. Please see Table 7.0 for a breakdown of audit
summation letters issued by each program area.

Table 7.0
Audit
Audit Department Summations
Fee-for-Service Audit 172
Rate Audit 18
Managed Care 0
Medicaid in Education 16
County Demonstration Program 27

Total 233
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System Utilization and Review Activities

OMIG system utilization and review activities focus on using technology, including data
matches, and front-end payment controls, in order to improve program integrity. Below are
highlights of these activities from 2013, and detailed data can be found in Tables 8.1 — 10.1.

Due to the transition in the Medicaid program from FFS to a MC environment, the Division of
System Utilization and Review (DSUR) continues to evolve. As a result of this shift in the
program, DSUR established project teams and is cross training staff to expand the resources
available to develop new approaches to detect fraudulent activities.

DSUR will continue to develop projects, both within the Division and collaboratively with other

OMIG program areas, to further OMIG’s mission of enhancing the integrity of the NYS Medicaid
program.

Pre-payment Review

Pre-payment Review (PPR) affords OMIG the opportunity to review provider submitted
Medicaid claims before they are paid or denied. PPR uses Edit 1141 in the eMedNY system as a
tool to detect, monitor, and deter the submission of inappropriate claims by enrolled Medicaid
providers that demonstrate possible unacceptable or inappropriate billing practices. Once a
provider is placed on PPR, claims transactions are manually reviewed prior to any payment
being made. In conjunction with this review, staff will contact providers and request
information necessary to support the submitted claims. Based on the review of the provider’s
documentation, claims will be paid or denied. As a result of these in-depth pre-payment
reviews, providers can be referred for further investigation and/or administrative action.

For 2013, cost savings for pre-payment reviews totaled just over $24 million. Most of the
savings were realized from DSUR’s activities of reviewing claims submitted by transportation
and private duty nursing providers. The PPR Unit selected a total of 41 nurses for a detailed
review of their medical records. Records were reviewed for a three month period and resulted
in 11 referrals to DMI for further action. In addition, the unit prevented numerous payments to
six other providers that were referred to PPR by other OMIG units.

DSUR also played a significant role in collaborating with other OMIG program areas and
external partners to educate providers in order to prevent and recover monies erroneously paid
by Medicaid.

PPR worked with BNE to update the eMedNY claim payment system with lost or stolen
prescription serial numbers thereby preventing payment for claims associated with the lost or
stolen prescription information.
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When DMI conducted its OMIG/TLC 19-A Stop Operations, PPR pended claims for the targeted
transportation providers. In addition, future claims for a number of transportation providers
were set to deny, thereby preventing erroneous payments.

PPR worked with OMIG’s Self-Disclosure unit and prevented payment of transportation services
included in the hospital diagnostic related group (DRG) payments. In conjunction with the
System Match and Recovery Unit (SMR), PPR pended targeted transportation claims while SMR
recovered the overpayments for the incorrectly billed and paid claims. PPR prevented an
additional $162,713 from being erroneously paid.

Additionally, the PPR unit manager participated in a CMS Educational Advisory Focus Group to
train providers about fighting fraud. This group developed educational materials that are now
available on the CMS website under Fighting Medicaid Fraud, Waste and Abuse Through
Education: http.//www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-
MLN/MLNEdWebGuide/EMDOC.html|

Medicaid Systems Controls Review

During 2013, Medicaid Systems Controls Review (MSCR) was involved in a number of activities
that resulted in substantial estimated cost savings as well as improvements of the Medicaid
claims processing system and Data Warehouse.

Cost Savings

During 2013 the MSCR edit improvements on the Medicaid FFS claims payment system
resulted in estimated savings of approximately $70.9 million. These savings are the net
result of claims that where denied by the edit improvements recommended by this unit and
not resubmitted to Medicaid within the 90 day allowed resubmission period. Some
examples of the edits that attributed to these savings are Clinic License Verification,
Pharmacy Verification and Serialized Prescription.

Clinic License Verification and Pharmacy Verification edits confirm that a valid service
provider is listed on the clinic claim, valid prescribing provider is listed on the pharmacy
claim, that the provider is not excluded from providing services to Medicaid clients, and that
the provider has a license in good standing with NYSED. The Serialized Prescription cost
savings initiative utilizes a series of prescription serial number edits to verify that a
prescription serial number is included on a pharmacy claim and that the serial number has
not been reported as missing or stolen. One particular edit in this series denies any claim
adjustments where the prescription serial number has been altered.
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Evolution Project Process

MSCR continues to be involved with OHIP, Computer Science Corporation (CSC) and CMA
Consulting Services staff to implement evolution projects (EP) proposed by OMIG. These
projects can range from system changes to enhance and streamline work activities, to
implementing front-end system controls including edits to reduce inappropriate Medicaid
payments. For any system enhancement, a strict EP process must be followed. The EP
process has many phases including, but not limited to, the submission and approval of the
Evolution Project Request, the creation and approval of a Functional Requirement
Document, and the Project Design Document. This leads to the User Acceptance Testing
and implementation of the project. MSCR determines the viability of projects and guides
each EP through this process.

During 2013 four evolution projects initiated by MSCR were implemented in the Medicaid

Data Warehouse (MDW) and/or eMedNY, three are in various phases of completion and six
projects are in the queue awaiting eMedNY and MDW staff resources.

System Match and Recovery

System Match and Recovery (SMR) uses analytical tools and techniques, as well as knowledge
of Medicaid program rules, to identify and recover inappropriate FFS Medicaid expenditures.
Staff matches Medicaid claim details to the services provided to identify improper claim
conditions. SMR also creates audit parameters, requests and reviews claim data related to
potential audit criteria, and plans future recovery projects, based on current Medicaid fraud
trends. Efforts of the SMR Unit in 2013 identified Medicaid overpayments of $7.8 million.

Transportation

SMR conducted reviews of Medicaid payments for transportation services. Findings
included transportation services provided to inpatient beneficiaries, services provided by
unqualified or disqualified drivers, services submitted with an invalid DMV driver’s
license number, and services submitted with an invalid DMV license plate number.
Additionally, SMR reviewed Medicaid ambulette transportation claims where the
driver’s license was disqualified on the date of service. For 2013, SMR issued 91 final
reports to transportation providers totaling $5.4 million in Medicaid overpayments.

Dental

Throughout 2013, SMR reviewed Medicaid payments made for dental services. Staff
reviewed claim information and had findings for inappropriate billing for edentulous
patients, inappropriate billing for various denture services or procedures, dental services
billed as FFS when the beneficiary was in a skilled nursing facility (SNF), and consultation
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procedures that were inappropriately billed. For 2013, SMR issued 38 final reports
identifying $689,385 in overpayments.

Clinic APG

Beginning in 2009, clinic based providers adapted a new methodology for billing the
Medicaid program. This new methodology, called Ambulatory Patient Groups (APG),
categorizes the amount and type of resources used in various ambulatory visits. The
APG methodology provides higher reimbursement for high intensity services and less
reimbursement for low intensity services. In 2013, SMR reviewed FFS payments made
for ordered ambulatory services that were also included in a clinic’s APG payment rate.
SMR issued 54 final reports that identified $518,515 in overpayments.

DME Crossover

The purpose of this project was to compare the amounts paid and approved by Medicare
Part B for DME services, as well as the coinsurance and deductible amounts, with the
amounts reported on the Medicaid claims. Staff found instances where Medicaid
overpayments were made due to misreporting or failure to report correct Medicare
payments. For 2013, SMR issued 34 final reports identifying $686,983 in overpayments.

Home Health Inpatient Skilled Nursing Facility Audit Project

Staff reviewed Medicaid claims to identify potential overpayments paid for home health
services and/or personal care services for beneficiaries that resided in a SNF, or received
inpatient hospital services on the date of the home health service and/or personal care

service. For 2013, SMR issued 69 final reports identifying $199,219 in overpayments.

SMR activity outcomes are in Tables 8.1-8.5.
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Table 8.1
2013 Upstate Region Systems Match Recovery Audits

Overpayments
Identified for Overpayments
PrOJect Type Recovery Recovered

-——_ 3
Total | s[  sels _468342] § 302,39
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Table 8.2
2013 Downstate Region Systems Match and Recovery Audits

-a 5,511,635 2,027,998
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Table 8.3
2013 Western Region Systems Match Recovery Audits
Overpayments Overpayments
Project Type Initiated Finalized | Identified for Recovery Recovered
)
Total 14 79 | $ 775,081 1,319,83
Y - 4 N
Table 8.4
2013 Out-of-State Systems Match Recovery Audits
Overpayments Overpayments
Project Type Initiated | Finalized | Identified for Recovery Recovered
Total 0 35| $ 1,011,670 | $ 406,499 | ‘:
\ . - . ) '. '
Table 8.5
2013 System Match and Recovery Statewide Totals .
Overpayments Overpayments
Project Type Initiated | Finalized | Identified for Recovery Recovered /‘,
.0
.
)
b |
£
Total 41 308 | $ 7,766,726 | $ 4,056,718




Provider Self-Disclosures

OMIG operates the statewide mandatory self-disclosure program for all Medicaid providers
regardless of the types of services provided to beneficiaries. OMIG encourages providers to
investigate and identify possible fraud, waste, abuse, or inappropriate payments through self-
review, compliance programs, and internal controls. Section 6402(a) of ACA and New York’s
Compliance Program obligations under 18 NYCRR §521, require Medicare and Medicaid
providers to self-disclose any overpayments within 60 days of identification by the provider.

OMIG’s self-disclosure unit, in concert with its vendor, HMS, provides efficient, user-friendly
methods for providers to refund Medicaid payments to DOH. OMIG created a process for
submissions to include disclosure reasons, financial impact to the Medicaid program, and
corrective measures undertaken to prevent the error from reoccurring. Providers can either
disclose directly to OMIG staff, or they can utilize the OMIG/HMS Provider Overpayment
Reporting Terminal (PORTal), which was developed as a single point of entry for all OMIG/HMS
reviews. HMS developed the PORTal to assist in the overpayment recovery process. OMIG's self-
disclosure activities identified overpayments of $16.3 million in 2013. The following tables
summarize self-disclosure activity for 2013.

2013 Upstate Region Self Disclosure Audits

Overpayments Identified for Overpayments
Provider Type Recovery Recovered

r

Total $ 2,417,579 | $ 2,587,451
J
e -
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Table 9.2
2013 Downstate Region Self Disclosure Audits

Overpayments Identified Overpayments
Provider Type Initiated for Recovery Recovered

[Total | __126] 128 10,483,195 | § 10,276,229

f BN YA A N
Table 9.3
2013 Western Region Self Disclosure Audits

Overpayments Identified for Overpayments
Provider Type Initiated Recovery Recovered

—-a 3,091,568 2,939,721
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Table 9.4
2013 Out-of-State Self Disclosure Audits

Overpayments Identified for Overpayments
Provider Type Recovery Recovered

$ 200,636 181,010

A Uil

Table 9.5
2013 Statewide Self Disclosure Audits

Overpayments Identified for Overpayments
Provider Type Finalized Recovery Recovered
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Third-Party Insurance Review Activities

Medicaid is the payer of last resort; however, providers often do not bill the responsible third-
party insurer before billing Medicaid. A significant amount of the State’s Medicaid recoveries
are the result of OMIG’s efforts to obtain payments from private insurers responsible for
services inappropriately reimbursed by Medicaid funds. Other insurance coverage, including
Medicare and/or commercial insurance, should be identified during the enrollee’s intake
process at the LDSS.

Pre-Payment Insurance Verification Cost Savings Activities

The NYS third-party liability vendor, HMS, obtains rosters of insured individuals from many
insurance carriers across the country. HMS matches these rosters against Medicaid
beneficiaries enrolled in NYS in an effort to identify those beneficiaries that have additional
insurance coverage. Once identified, this information is added to eMedNY so that medical
services are first billed to the other insurance, leaving Medicaid as the payer of last resort.
In 2013, these pre-payment insurance verification activities resulted in estimated cost
savings to the State’s Medicaid program of approximately $1.3 billion, as shown in Table
11.1.

Third-Party Recovery Activities

OMIG, through its vendor, HMS, maximizes the reimbursement of Medicaid expenditures
through recovery of funds from third-party insurers. HMS recoveries can come from
providers that adjust their claims to include third-party monies, or they can come directly
from the insurance companies through direct billing of the Medicaid claims. HMS also seeks
recovery of encounter based claims for MC enrollees. These recoveries are pursued directly
from the third-party insurer. In 2013, OMIG initiated 3,443 third-party reviews, with
recoveries of more than $112 million, as shown in Table 10.1.

Home Health Care Demonstration Project

Under the Home Health Care Demonstration project’s initial phases, beginning in 2000, the
traditional approach had been to examine each questionable dual-eligible claim on a claim-
by-claim basis. This became overwhelmingly cumbersome. CMS agreed to allow OMIG and
their vendor, the University of Massachusetts Medical School (UMass), to employ a 200
case sampling approach to determine the Medicare share of the cost of home health
services claims for dual-eligible beneficiaries that were inadvertently submitted to and paid
by Medicaid. Following the establishment of the sampling methodology, OMIG and UMass
staff applied an extrapolation technique to calculate payments that Medicaid had made
that should instead have first been made by Medicare first.
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In October 2013 under this project, $496 million in erroneous Medicaid payments were
identified and $211 million was recovered from the federal government for errors relating
to home care recipients that are dually-eligible for both Medicare and Medicaid funds
during 2007 - 2010. This represents the “largest single monetary recovery in OMIG’s
history.” This demonstration project has not been extended beyond the large settlement in
October 2013.

CMS did not approve the continuation of the demonstration project for review periods of
2011 and later. Therefore, OMIG will return to the traditional, more labor intensive
approach of individually reviewing claims from home health agencies on a case-by-case
basis for every dual-eligible Medicaid claim the State has possibly paid in error. In this
traditional approach, the cases are sent through a five level appeals process in the HHS
Office of Medicare Hearings and Appeals (OMHA). Utilizing this approach, OMIG recovered
an additional $5.7 million in 2013, far less than had been recovered in prior periods utilizing
the sampling approach.

In July 2013, OMHA suspended the assignment of Administrative Law Judge hearings, the
third level of appeal, due to the massive increase of requests for hearings. HHS OMHA
office hosted a forum in February 2014 to inform interested parties on the status of the
scheduling backlog. Four OMIG staff members attended the forum, and were able to
express their concern on the troubling delays of the review process and suggested some
initiatives to remedy the backlog.

Additional information on this demonstration project and OMIG’s record setting recoveries
is available on OMIG’s website at: http://www.omig.ny.gov/latest-news/697-496-million

Estate & Casualty Recovery

MRT #102 calls for the centralization of responsibility for the management and reporting of
Medicaid casualty and estate recovery amounts and gave OMIG statewide responsibility for
making these recoveries. NYS may recover from the estates of deceased beneficiaries, as
well as from personal injury awards and settlements, for the cost of medical care covered
by Medicaid. This proposal enables OMIG to manage a central recovery process through
their vendor HMS, as well as implement best practices for making these recoveries.

In 2013, 26 counties were trained in the use of HMS’s Maestro Case Management System,
which is a web based case management system that supports the entire casualty and estate
recovery project. Another 12 local districts are currently in the process of learning this
system. OMIG offers the counties a menu of options to customize the implementation of
their recovery programs. These options all contain usage of the HMS Maestro System.
Options range from full outsourcing to HMS of all cases, to the use of Maestro only to
manage the LDSS cases. Recoveries in 2013 for the Casualty and Estate project were $83.1
million.
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Medicaid Recovery Audit Contractor

Pursuant to ACA, Medicaid agencies are required to contract with a Recovery Audit Contractor
(RAC) to identify and recover Medicaid overpayments. The Medicaid RAC Program is modeled
after CMS’s Medicare RAC program, but provides significant discretion to states to tailor
activities to meet its unique Medicaid program. In NYS, HMS has been designated as the
Medicaid RAC.

HMS performs data mining algorithms on the Medicaid database to identify potential areas of
recovery. They then develop an Improper Payment Scenario Development Request (IPSDR) for
each initiative. This document includes the overpayment scenario, methodology used to
identify the finding, and any pertinent State and federal regulations. The IPSDR is approved by
OMIG staff prior to implementation.

Overpayments associated with these projects can be tracked and reported through the PORTal
that was developed by HMS. This process allows for validation of the overpayment at the time
of data mining and notifies providers of such via mail and electronically via the PORTal. This
process places more emphasis on provider compliance and program oversight as each
overpayment is reviewed at the claim level.

During 2013, HMS identified and recovered approximately $41.8 million in inappropriate
Medicaid expenditures. The bulk of these recoveries were from payment integrity reviews
resulting from analysis of the Medicaid paid claims data. Some of the RAC projects undertaken
by HMS were reviews of hospital based credit balances, long-term care bed holds, net available
monthly income (NAMI), MC premium same plan overlaps, Medicare Part B coinsurance, and
changing alcohol detox to medically managed detoxification.

The table below summarizes the recoveries related to the above described Third Party Liability
and RAC activities.

| Table 10.1
2013 Third Party Liability and RAC Recoveries
Activity Area ' Amount
HMS - Third Party Liability S 112,966,129
HMS - Casualty & Estate 83,097,213
HMS - RAC 41,744,362
UMASS 502,312,784
Self-Disclosed TP Health Insurance 916,990

 Total $ 741,037,478
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Cost Savings Activities

Cost savings activities prevent inappropriate, duplicate, or erroneous Medicaid payments from
being made. OMIG’s cost savings initiatives are calculated as estimates based on historical and
current Medicaid claims data. Cost savings amounts are not cash recoveries. Cost savings
initiatives are proactive actions all states can implement to save taxpayer dollars and protect
the integrity of its Medicaid program. In this way, they help OMIG to achieve its mission to
enhance the integrity of the Medicaid program by saving taxpayer dollars.

In 2013, OMIG has employed various cost savings initiatives. Each OMIG action or initiative has
its own methodology for calculating program costs that are avoided. For example, OMIG
utilizes program edits in the Medicaid billing system that deny provider claims, thereby
preventing Medicaid payments from being made; those denied claims represent cost savings.
In another example, when OMIG has an intervention with a provider, the agency will compare
billing patterns prior to the intervention with those after to determine the cost savings
attributable to the agency’s actions.

OMIG puts great effort into developing, reviewing and approving its cost savings methodologies
including utilizing internal workgroups consisting of cross functional teams. Teams will review
all cost savings initiatives on an ongoing basis to identify and assess fluctuations in the savings
amounts reported. Fluctuations can occur naturally over time for any of OMIG’s actions or
initiatives and the workgroup ensures that methodologies are being reviewed on a timely basis.

Throughout 2013, OMIG estimates it saved NYS taxpayers more than $2 billion as a result of
these proactive efforts. These initiatives are displayed in Table 11.1.

2013 Annual Report Page 69



m/ Post & Clear Program S 13,479,631

inel Effect 55,903,773
Clinic License Verification 14,917,157
Dental System Match 3,663,785

Edit 102 - Service Date prior to Birth Date 150,034

Edit 1141 - Dental Activities 444,740
Edit 1141 - Medical Activities 242,955
Edit 1141 — Monitored (0-12 Months) 88,623
Edit 1141 - Monitored (12-24 Months) 153,357
Edit 1141 - Sentinel 23,418,913
Edit 1236/1238 - Order/Servicing/Referring Provider # 5,665,257
Edit 1344 — Transportation Claims 58,669
Edit 1357 — Provider ID/Service ID are the same 2,604,490
Edit 760 — Suspected Duplicate, Covered by Inpatient 1,814,886
Edit 903 — Ordering/Referring Provider Number Missing 4,919,731

Edit 927 — Transportations Claims

Edit 939 - Ordering Provider Excluded Prior to Order Date
Enroliment and Reinstatement

Exception and Conflict Report
Exclusions/Terminations — Inte

Exclusions/Termination

19,380,446
74,398,467

126,064,364
16,393,164

150,554,571
24,581,270

44,420
$ 2,068,708,030
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Conclusion

OMIG appreciates the opportunity to share the results of its Medicaid program integrity
activities for 2013. OMIG’s work this year demonstrates that NYS remains the national leader

in promoting and protecting the integrity of the Medicaid program. As OMIG ends another year
of operation and reports on its varied achievements and accomplishments, the agency
recognizes that much remains to be done. OMIG looks forward to strengthening its
partnerships with other state agencies, expanding provider compliance education efforts, and
increasing the level of transparency in the agency’s operations.
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Acronym List

ACA - Affordable Care Act

AIU — Adoption, Implementation and Upgrade
APG — Ambulatory Patient Groups

ARU — Administrative Remedies Unit

BLTCR — Bureau of Long Term Care Reimbursement
BMFA — Bureau of Medicaid Fraud Allegations
BNE — Bureau of Narcotic Enforcement

BOC — Bureau of Compliance

CAF — Credible Allegation of Fraud

CFA — Comprehensive Functional Assessment
CHHA — Certified Home Health Agency

CHIP — Children’s Health Insurance Program
CIA — Corporate Integrity Agreement

CMI - Case Mix Index

CMS — Centers for Medicare and Medicaid Services
COPS — Comprehensive Outpatient Programs
CSC — Computer Sciences Corporation

CSP — Community Support Programs

CVR - Credential Verification Reviews

D&TC — Diagnostic and Treatment Center
DME — Durable Medical Equipment

DMI — Division of Medicaid Investigations

2013 Annual Report Page A2



DMV — Department of Motor Vehicles

DOH — Department of Health

DOT — Department of Transportation

DRG — Diagnostic Related Group

DSUR — Division of Systems Utilization and Review
EAR - Enrollment and Reinstatement Unit

EHR — Electronic Health Records

EOMB — Explanation of Medical Benefits

EP — Evolution Project

FFS — Fee-for-Service

HHA — Home Health Care Agencies

HHS OIG — United States Department of Health and Human Services Office of the Inspector General
HIT — Health Information Technology

IPSDR — Improper Payment Scenario Development Request
IRA — Individualized Residential Alternative

ISP — Individualized Service Plan

LDSS — Local Department of Social Services
LTHHCP — Long-term Home Health Care Program
MC — Managed Care

MCO — Managed Care Organization

MDS — Minimum Data Set

MDW — Medicaid Data Warehouse

MFCU — Medicaid Fraud Control Unit
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MLTC — Managed Long Term Care

MRT — Medicaid Redesign Team

MSC — Medicaid Service Coordinator

MSCR — Medicaid Systems Controls Review

MU — Meaningful Use

MWBE — Minority and Women Business Enterprise
NYC — New York City

NYC HRA — New York City Human Resources Administration
NYCRR — New York Codes, Rules and Regulations
NYS — New York State

NYSED — NYS Education Department

NYSOFA — New York State Office for the Aging

OHIP — Office of Health Insurance Programs

OMH - Office of Mental Health

OMHA - Office of Medicare Hearings and Appeals
OMIG — Office of the Medicaid Inspector General
OPD - Office of Professional Discipline

OPMC - Office of Professional Medical Conduct
OPWDD - Office for People With Developmental Disabilities
PCA — Personal Care Agency

PORTal - Provider Overpayment Reporting Terminal
PPR — Prepayment Review

PSHSP — Pre-School Supportive Health Services Program
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RAC — Recovery Audit Contractor

RHCF — Residential Health Care Facility

RRP — Recipient Restriction Program

SADC — Social Adult Day Care

SIU — Special Investigation Unit

SMR — System Match and Recovery

SNF — Skilled Nursing Facility

SSHSP - School Supportive Health Services Program
TLC — Taxi and Limousine Commission

UMass — University of Massachusetts Medical School
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New York State Office of the Medicaid Inspector General
800 North Pearl Street
Albany, New York 12204

Phone: (518) 473-3782
To Report Fraud, Waste, or Abuse Hotline: (877) 87FRAUD




