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A. BaCkground 

This report has been prepared as a response to a Legislative mandate to 

outline the stepe being ~aken by various State agencies to avoid dUplication of 

investigative resoUrces and maximize the applicat~on of those resources to the 

most appropriate targets. The r&port encompasses the activities of th!, following 
" .. -' 

State activities as they rel~te to the Medicaid/Social Services spectruma 

a. Department of Education 

b. Department of Health 

c. Department of Mental Hygiene 

d. Depaxtment of Social Services 

e. Division for Youth 

f. Office of Drug Abuse Services 

g. Office of the Welfare Inspector General 

h. Office of the Special State Prosecutor for Health and Social Services. 

In order to be responsive to this Legislative request, the Department of 

Social Services organized a meeting of involved agencies/offices, assembled 

the group on May 20~ and reviewed the subject areas with each agency. Potential 

conflicts 1n various program areas were discussed and resolved, and agreement 
,.::: 

was reached on development of expenditure, recovery, and planning data for use 

in this report. 

Legislative concarn for duplication of agency activities in Medicaid and 
" 

welfare is well founded in th~t the programs are extremely varied and complex and 

responsibility for various programmatic and regulatory func~io~s is fragmented: 

Despite this situation, we have fou~d that actual dUplication of major activities 

is' at the present time limited and not seriously dis~uptive of fraud and abu~e 

activities. 

, 
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It is the conclusion of the various agencies that the work plans diseussed 

in detail in this report demonstrate minimal overlap. 

Although it is clear that each agency/office is doing its utmost to 

minimize duplication of efforts in fraud and abuse, DSS, as the agency charged 

under this year's legislation for monitoring fraud and abuse activity, plans 

to take several steps to provide for an on-going forum for interaction with 

concerned agency representatives. 

• DSS will reconstitute the Medicaid Fraud and Abuse Task Force. 

This entity will serve as a means for direct exchange of agency 

plans and problems and will serve as~a viable conduit fer exchange 

of information on areas of mutual concern. 

• DSS is proposing to establish a Centralized Data Exchange which 

will mandate reporting of selected status information relative to 

fraud and abuse investigations from inception through penalty/ 

recovery. This will insure that both local and State investiga­

tory/prosecutory authorities can avoid duplicative investigations 

of the same providers while at the same time the exchange will 

serve as a vehicle for measuring progress on a Statewide basia 

of actions taken against fra\ld and abuse. 

c . 

" ; 
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[ 1 B • Legislative Auth9rity of tbe Agencies 
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The pqwers and responsibilities of the v3rious Agencies and Offices involved 

in fraud and abuse vary Significantly depending on mission. The Legislative 

authority of each is 86 follows. 

1. Dep!rtment of Social Services 

The Commissioner of Social Services is e~powered by the Social Services 

Law (S~ction 17, 20 and 34) to exercise general supervision over ,the work 

of all local welfare 8uthorities and conduct any inquiry pertinent or material 

to the discharge of the dutios imposed on htm by law and subpoena any 

witnesses, records, etc. pertinent to such an. investigation. 

Section 145-b gives the Department a right to treble damages to redress 

fra\~ and abuse in tho Medicaid program. 

Section 364 invests the Department with the responsibility for maintain­

ing standards for non-institutional medical assistance and for assuring that 

the quality of medical care and services i~ in the best interest of the 

recipients. 

2. Department of Health 

A1'ticlo 29 of the Public Health Law charges the Commissioner of Health 

with the responsibility of audits of Hospitals, Nursing Homes, Health 

Related facilities and clinics for the purpose of establishing rates of 

r&1mbursemant. 

Section 12 of. the Public Health Law prescribes civil penalties for 
violation of the State Conwissioner of Health's orderl?t regu~atiol'Js.Q.r.* .. " 

a the Publio Health Law. • ... '.' .. ".. ~.' .. : . 

Section 12a of the Public Haalth Law authorizes the Commissioner of 
Health to conduct formal hearings" issue subpoenas. . 

Section 16 of the Public Health Law provides s~mmary power to the 
State Commissioner of Health to abate dangers to the public health and 
safety. 
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Section 364 of the Social Services Law establishes the responsibility 
of the State J)epartment of Health to "review and audit the quality and 
avdlabllUy I)f MAP medical care and services. ' 

Section :364a of the Social Services Law provides that the State 
Department of Social Services willi enter into a cooperative agreement with 
SOH for the administration and sup~rvision of MAP medical care and services. 

Social Servicles Regulation Part ~l~ outlines due process related to 
administrative penalty and hearing procedures for providers suspected or 
accused of unacceptable practices in the Medicaid program, designates the 
State Commissioner of Health as the authority responsible for the conduct 
of such administrative actions and hearings. 

State Medical Handbook, Item 35 provides the MAP operational guide 
for the above: administrative actions and hearings. , 

Section 230 of the Public Heal'tIl Law creates a Board of Professional 
Medical Conduct within the State Department of Health with authOrity to 

. investigate, hear, and refer cases of alleged unprofes~ional physician 
conduct. 

3. Special Prosecutor for Health and Social Serv~,ces 

The Special Prosecutor is empowered to investigate residential 

health care facilities under the provisions of subdivisions 3 and 8 of 
" 

Section 63 ()f the Executive Law of the State of New York. 

The Special Prosecutor is also responsible under the same 

provisions for investigations into the activities of Proprietary Homes 

for Adults (PPHA's). 

4. Office~~).~'the Welfare Inspector General 

The OWIG operates under provisions of sections 46-S0 of the 

Executive Law which empowers it toa 
(j 

• receive complaints of alleg~d abuses and suspected frauds of 

the Welfare System, and 

• investigate the operations of Social Services and of local social 

services dlstriets 1n ol'der to ~ngrire the proper expend! ture o'f 

Welfare funds and to iden~lify violations of the Wdfare Syst~m, 

the failure to prosecute Welfare frauds, the failure to enforce 
, 
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the Statt!'s laws regarding the employment of welfare reCipients 

in available employment, and the failUre of local officials and 

employees, to comply with Stato law, rules and regulations 

regarding Welfare administration in New York State. 

~,. Department o~t Education 

Pursuant to the Education Law, the State Board of Regents, through 

the Education Department and the Commissioner of Education, is responsible 

for SUpervising admission to and the practice of professions in New York 

State (g§ 6501 and 6502). The role of the Board and the Department includes 

~~tabliShmant of :required qualifications, promulgation of regulations, 
',I 

conduct of neCeSS&TY investigations, and assessment and prosecution of 

professional misconduct (g§ 6507, 6509, 6510, 6Sl1, 6S12, 6Sl3, 6Sl4, and 

6S15). 

The professions so regulated by the Board of Regents and Education . 

Department includel (1) Medicine (§§ 6S20-27), (2) Physical Therapy . " 

(I. 6530-36); (3) PhYSicians Associates and Specialists' Assistants 

(S§ 6530-36)J (4) Chiropractic (g§ 65S0-S6), (S) Dentistry and Dental 

Hygiene (S§ 6600-6611), (6) Pharmacy (s§ 6800-6828); (7) NurSing 

(18 6900-6908), (8) Podiatry (§§ 7000-7006), (9) Optometry (s§ 7100-7106); . 
(10) Ophthalmic Dis~ensing (g§ 7120-7126), (11) Psychology (g§ 7600-760S); 

and (12) Social Work (86 7700-770S) • 

Since the Department of Education has focused its limited resou~ces 

(four staff aSSigned to Medicaid) on licensing infractions (fee,splitting, 

improper or no license, percen~age leasing, etc.) which in no way conflict 
<.) 

with the activities of other agencies and since that agency is a merober 

of the Governor's Strike Force on Medicaid Mills, we have included 

reference to DOE efforts only in the expenditure schedules. 

.' 
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6. Di vieion for Youth 
Office ,of Dru.g Abuse Services 
Department of Mental HYgiene 

The above agencies ~re also represented on the Task torce, ho"-,,ver, 

it was clear trom the outset that although they have certain program respcme­

ib1lit1es they have no statutory authority to investigate fraud and abuse 
" \\ " 

no:&,' resOU1'ces'to accomplish it. As such the balance 01' this report will 

be restricted to thoe8 agencies with such statutory respon~ibilities. 
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C. ~dicaid Vendors 

As indicated in Section E of this report, theroe dre a number of re~lews 

or investigations under way or planned by the various Offices and Departments, 

for the 1977-78 fisc;l year covering all vendor areas. For ease of presentation, 

we will discuss each provider are. separately as well as delineate the problems 

I.sociated with each are.. Exhibit II delineates the basic responsibility of 

operating C partments as well IS the provisions of cooperative agreements 

between the Departments. 

\\ 

1. H9spitals 

,As inclicated in the following table, the problems associated 

with hospitals (proprietary, voluntary, pu~~) fall into several 

Unique areas thereby limiting the potential f~'~v~r18P in monitoring 

Ind enforcement activities. 

Issue 
Area -

1. Rates/ 
costs 

Program 
Resr)on-
sibiUtx 

Da{ 

TABLE I 

Problem Audit/Investigative 
Atea Coverage 

-Intentionally .. Blue Cross/Blue Shield audits 
inefficient/ all hospitals 
unreasonable -DSS/DOH presently have 12 
or padded cooperative audits planned or 
costs under way to test the acouracy 

Nkickbaoks by of the Blue Cross/Blue Shield 
suppliers system, isolate rate-inflating 

-failure to factors, identify billing " 
account for defioiencies and identify 
revenues. inefficient or unreasonable 

cos'tll, etc. 
-Special Prosecutor plans to 
investigate a number of' 

" irl~ti tutions over the next two 
yonts, utilizing HEW funds to 
4evelop ~ modal invastigatlon. 

-OWIG plans to review the DOH 
Shared Audit Program, test 
selected expense categories at 
specific hospitals and investigate 
specific complaints. 

.OWIG also" plans a review of DMH 
operated facilities and programs 
including psychiatric hospitals. , 
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Issue 
Au!... 

2. Correct 
bills 

Progr""Jn 
Respon­
sibility 

DSS 

3. Ins1.U'anoe DSS 
offsets 

4. Eligi­
bility 

DSS 

_ 101__ __ ........ ,., ._ ....... IIi. ",_~. t __ I __ .,_""~ •••. '''' ./4., 

.. s .. 

!ABLE I (coot.) 

Problem 
Area 

Intentional 
or uninten­
tional 
inflation 
of bills 

Audit/Investigative 
Coverage 

-DSS/DOH will jointly oonsider the billing 
aspeots in the 12 reviews cited above. 
DSS fUrther plans to use the computer 
data generated for fraud and abuse pur­
poses to isolate duplicate payments as 
well as other unusual billing patterns. 

Coverage not -DSS plans to access the files of major 
used or when insurers and make an automated match 
it is, it is with payment files of local districts 
not reflected starting with New York City with follow-up 
as a reduction investigations at each hospital. 
to the bill -DSS identifies third party losses on a 
because either continuing basis as part of its Medicaid 
hospital or Quality Control and Medicaid operational 
client audits. 
retains it -OWIG plans a test of third party losses 

Extensive 
client misre­
presentation 
or misuse of 
I.D. cards 

in New York City and Monroe County similar 
to the DSS Quality Control approach. 

-present coverage lim! ted to Quality' 
Control checks with referrals to locals 

-major DSS client fraud detection system 
planned as an adjunct to automat~d 
fraud/abuse payment sys'tem, however, 
specific investigations will remain 
'with local author! ties. 

As the above table depicts, the Departments of Health and Social Services 

and the Speoial Proseoutor all have major investigative thrusts under way or 

oonsideration in the hospital seotor. In the areas of potontial overlap, 

however, agreements have abeady been reaohed whioh will maximize in'~eraction 

while at the same time n~gate the possibility of duplication of effort. 

Health and Sooial Services entered an agreement on November 23 f 1976, 
I 

whereby investigations of a selected number of hospitals will take 

place on a joint bBSis using pooled resources from both Departments • 

These reviews will cover the Medicaid cost ooncerns of both Departments 

in the areas of rate-setting and revenues including third party insurers. 
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DSS has :r:-equested a special grant from the Department of Health, 

EdUcation and Welfare which could impact Significantly on the amount of . 
resources applied to hospital-related fraud" DSS will propose as part 

of a broad proposal on control of fraud and abuse, an investigation of 

1 minimum of 12 hospitals to isolate occasions of'fraud and abuse. Such 

reviews would be performed jointly with the Department of Health and 

would extend somewhat the scope of activity in hosp!tals presently 

oovered for planning purpos~s as well as the number and type of 

facilities. 

The Special Prosecutor has be on requested by DHEW to submit a 

proposal for a demonstration program in investigation of hospital-related 

fraud. Agreement is to be reached between the Commissioner of Social 

Services and the Spacial Prosecut~r about conducting such investigative 

activity including provisions that to whatever extent possible the 

hospitals selected for PSS/OOH purposes and for Special Prosecutor 

investigations will be coordinated in aclvance. The Special Prosecutor 

will receive selective types of fraud referrals from DSS/OOH in accordance 

with agreements that will be committed to writing in the immediate futUre 

and whioh w~ll, of course, be available to the Logislature. 

2. Nu~sin9-F.omeslHealth Rolated Facilities 

Problems as well as investigative responsibilities in the nursing 

home sector (voluntary, public, propr!ets:~':f) are well defined because 

of the relative interest that this industry has engendered in tho past· 
I 

two years. The following table depicts the problem as well as efforts 

planned to investlgate those situations. 

_ zto'" U . 

, 
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Issue 
Area 

1. Rates/ 
costs 

Program 
Respon­
sibility 

I:lCll 

2. Billings DSS 

3. In$urance DSS 

4e Patient DSS 
funds 

5. Eligi:' 
bil1ty 

OSS 
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TABLE II 

Problem 
Area 

-inefficient/ 
unreasonable/ 
fraudulent 
costs result 
in increased 
Medicaid rates 

-kickbacks by 
suppliers have 
same effect 

-Limited 
overbilling 
primaril y in 
connection 
with 
discharges 

Audit/Investigative Coverage ' 

-Voluntaries and Publics are to be 
reviewed by DOH while Special Prosecutor 
focuses on Proprietaries. Any fraud 
surfaced by DOH is to be referred to 
Special Prosecutor. The Special Prosecutor 
will conduct a certain number of survey 
investigations into voluntary' and public 
fac1.1Hies. 

-OWIG J; '.ans to review two Public homes 
which should not conflict with OOH plans 
and sched\.1les. 

-Extensive reviews in the past have 
indicated that only minimal tests are 
required focusing primarily on local 
district rElcords. As with hospitals, 
DSS plans extensive computer audit using 
fraud and abuse data base 

-Failure to -OSS plans extensive reviews, however, 
submit r&venues most of the effort involves records of 
from third insurance companies versus local district 
party payors files with minimal nursing homla ~nterface. 

Any irregular! ties will be refl~rred to 
Special Pro~3ecutor for investigation. 

-Misuse MOSS and DOH have decided to include 
coverage of this area in DOH audit 

-Client 
misrepre­
sentation is 
limited in' the 
nursing home 
area 

programs ' 
-Extensive past reviews by PSS have 
indicated numerous abuses that necessitate 
a review in every home and this can best 
be accomplished by DOH. This transfer 
is endorsed by the Special Prosecutor. 

-Individual fraud is investigated by 
locals 

-State DSS tests client misrepresentation 
via Quality Control with referrals of 
specific violations to locals. 

As the above table indicates, State Health and the Special Pro~ecutor 

have the major inter.face in the nursing home arena with a relatively minor 
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amount of effort planned by OWIG. A cooperative agreement is in effect 

between Health and the Special Prosecutor which limits the types of homes 

to be covered by each thus precluding duplication. DOH will concentrate 

its efforts during this fiscal year on voluntary and public homes leaving 

the proprietary sector to the scrutiny of the Special Prosecutor. 

~i. Ambulatory Care Providers/Purveyors 

a. Clinics 

As with other major cost areas, clinic responsibilities must 

be segregated into appropriate subject areas under the aegis of 

the major Departments. 

Issue 
Area, 

1. Rates 

2. Bill­
ings/ 
utili­
zation 
(medi­
cal 
abuse) 

TABLE III 

Program 
Respon- Problem 
sibility Area Audit/Investigative Coverage 

DOH -Inflated/ -DOH has plans for a review of approxi-
inefficient or mately 60 clinics this fiscal year • 
unreasonable In addition, the joint DSS/DOH audits 
costs including of hospitals apply to hospital based 
"dumping" of clinics as well as inpatient care. 
inpatient costs Any indications of fraud will be 
on'the clinic referred to DSS per agreement. 
base -OWIG has plans to review a selected 

-Failure to number of comprehensive health and 
acknowledge family planning cliniCS, however, the 
revenues reviews will be limited to determining 

whether restricted grant income was 
__________ ~.~_ applied in computing Medicaid clinic rates. 

DSS -K~";DI.ipHcate'·or-'; -Using computerized fraud and abuse 
'--eiaggerated-, payment data, DSS will be reviewing all 

. billings New York City clinics together with 
-Misuse or 12 major Upstate clinics. Where 
abuse by feasible, such reviews will be 
client and coordinated with DOH audit staff. Under 
provider allke the slng1e fraud/abuse structure, ''OOH 

-Inappropri~te medical expertise will be assigned to 
or inadequate work with OSS on all' fraud/abuse matters 
care 

" . 
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~LE III (cont.) 

Program 
Issue Respon- Problem 

Area .aw... sibility Audit/Investigative Coverage 

. Insur- DSS -Third party 
payments not 
pursued or 
retained by 
oUent or 
provider 

-DSS aforementioned plans for hospitals 
will be applied to clinics as well. .ance 

EUgi­
bility 

DSS -Misrepresen­
tation by 
olient of 
resources/ 
income 

-Quality Control process is used to 
test this area with follow-up by locals 
on any client-related fraud. 

-False 
identifi­
cation 

-DSS will identify abusive clients via 
oomputerized files and client inter­
rogations. Local OSS will be responsible 
for follow~up and prosecution as well 
as restriction of servi~s. 

-OWIG plans an investigation of misuse 
or misrepresentation of IO cards. 

As the above table would indicate, State OSS and DOH because 

of the joint nature of the ambulatory care fraud and abuse agree­

ment will be conducting a well-coordinated effort in the clinio 

area with no likelihood of duplication. Coveruge will be 

extensive in both New York City and the Upstate area. 

b. Pharmacies, Practitioners, and Other Purveyors . 
Ambulatory care providers/purveYGrs present a complex 

problem in terms of fraud and abuse oontrol because of the 

significant number of providers in this area and the variety 

of methods that can be used to bilk or abuse the client and 

system alike. A list of the extensive abuses compiled by 

DSS for the ambulatory care area is included as Exhibit V. 

Although the methodology differs according to provider area, 

the result is essentially the same; an inflated or fabricated 

billing or inappropriate/inadequate care. The following 

table depicts the coverage in this area. 

". 
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I I 
r I 
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[ J 

l'1 

l ] 
[! 

t I 
I t 
IJ 
t i 
1 J 

I i 
II 
[ I 
[J 

o 

Issue 
Area -
All 
aspects of 
fraud, 
abuse and 
unaccepta­
ble 
praotices 
relating 
to 
Medicaid 
servioes 

PriJrulry 
Respon­
sibility 

005 with 
Medical 
expertise 
provided by 
DOH 

. 
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TABLE IV 

Extent of Audit/Investigative Cove~age 

-Using automated data, DSS has identified 
5,300 potential fraUd/abuse cases cutting 
aoross all providers or purveyors 
(Medicaid mills, laba, olinics, pharmacies, 
dentists, dootors, podiatrists, chiro­
praotors, etc.). DOH will participate 
fully in acoordanoe with a oooperative 
Igreementbetween th~ two Departments. 
Any evidence of profession"l misconduct 
or licensing infractions will be r".ferred 
to Health or Education in accordance with 
eXisting working arrangements between the 
two Departments. 

-OWIG has plans for reviews in several 
ambulatory provider areas including' 

1. billings by three Manhattan 
pharmacies, 

2. claims from speech and physical 
therapists, 

3. double billings by hospital-based 
physicians, and 

4. transportation costs in selected 
counties. 

Although there is some degree,of overlap between the DSS/OWIG efforts, 

agreements will be reached between the two agencies to preclude a 

duplioation of efforts. 

I 
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D. Plans for Investigations ~n Specific Subject Areas - Non-Medicaid 

In analyzing the speci~ic areas of res'ponsibiUty for each Department/Office, 

it become$tmmediately evident that Medicaid related tartets offer the greatest 

, potential for overlap and as such most of the focus of this report is on plans 

in that subject area. In Non-Medicaid functions the fraud and abuse concerns 

are limited to the following. 

. . 

• client fraud or abuse in the cash and other assistance forms 

• local personnel fraud 

• selected non-Medicaid vendors (Proprietary Homes for I~ults - PPHA's, 

Homemaker/Housekeeping, Day Care, Foster Care, etc.). 

1. Client Fraud or Abuse,J..Non-Medicaid) 

At present there is only one State entity directlY involved in the 

investigation of client fraud/abuse. The Office of the Welfare Inspector 

General receives and acts upon specific allegations in concert with local 

prosecutory interests. The majority o,f the investigations are conducted 

locally by Social Services districts and local district attorneys as part 

of their ongoing fraud operations. 

~tate DSS, although not charged with specific operating responsibility 

in this area, does uncover specific instances of fraud as part of its 

ongoing quality control reviuws (600 fraud cases annually) and operational 

audits. It is the policy of this Department however to refer all such 

cases to local officials for investigation and disposition • ,. 
Also, pursuant to Title IV-D of the State Social Security Act, State 

DSS has responsibility for :ocation of deserting parent$ and for arranging 

to 'Seeun support from 'Such -parents in 'behal-f -ofthei1:' 'Ciependen't children. 
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E. Employee Fraud 

It is the responsibility of the local districts to investigate employee 

fraud. Although State DSS does test the controls over employee fraud, the 

number of instances involving some form of State investigation (five cases 

detected by State DSS in\i976-77 in three counties and New York City) are 

sporadic and do not occasion a separate plan and segregation of resources. 
I ~fl 
n contrast, local prose~utury authorities investigate hundreds of cases 

of employee fraud annually. 

3. Non-Medicaid l'VeOOor" Fraud and Abuse 

Potential vendor targets 1n Non-Medicaid areas a~e limited in terms 

of both numbers and occasion of fraud and abuse. For the purposes of this 

report, the following targets were considered: 

• Proprietary homes for adults (pPHA's) 

• Day Ca::t'e 

• Homemaker-Houeekeeplng 

• Landlords, furnace repairs, etc. 

a. ~roprietary Homes for Adults 

If Legislative aOt ~n is taken to transfer PPHA's from the 

Boa~d of Social Welfare to DSS, both State DSS and the Special 

Prosecutor's Office will be reviewing certain aspects of PPHA 

management. DSS is preparing plans for an initial program and 

fiscal review of all PPHA' s to insure that clients !1re' receiving 
\ 

the level and type of services required. Under the \.\present system 

of nat monthly charges (primarily SUpplemental secuhty Income) 

for P.P.HAr..eddents., tha.ra ,ar.e ,l'''lativelYffiwopportud~ ti-es for' 

fraud against the assistance programsJ howeve~, there is widespread 

abuse of residents as well as potential tax fraud. SUI:h frauds are 

currently under investigation by the Special Prosecutor'.. If 

responsibility is transferred to DSS, it may be desirabl,e for the 
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Special Prosecutor and OSS to develop a mGmorandum of understanding 

detailing the ta~gets to be covered by each in eXQrc1sing their 

responsibilities. 

b. Day ,Care 

At priisent OSS is the only State activity with reSO'Jrces 

applied to Day Care fraud activities. A total of six staff will 

continue to be assigned to a major investigation being co~ducted on 

the awarding of "direct leases" involving 177 day care centers in 

New York City coupled with a l~ited number of other alleged 

improprieties. Estimates of fis~al recover1.es in this area would 

be premature. 

c. Homemake~ - Housekeeping 

OWIG has plans for a review 1n a suburban New York County. 

State DSS which has in prior years conducted extensive reviews of 

,Hom,maker -Housekeeping as well as the Home Attendant program in 

New York City has no specific plans in the Homemaker - Housekeeping 

area for the present fiscal year but does anticipate another "review 

of Home Attendant services. 

d. ~ndlords, Furnace Repairs, Etc. 

The Office of the Welfare Inspector General acts upon complaints 

in this area. As with other public assistance offenses, the majority 

of these sporadic cases are investigated by local Social Services 

districts in cooperation with local pros~cutors. OWIG has one such 

investigation under way irl Monroe County. 

e. 'Foster Care 
{/ 

The Department of Social Services is conducting extensive 

audits and reviews on all aspects of Foster Care operations. 

OWIG is planning audits of agencies in New York City. 
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[J Elt Cash ReCO!!!X ,!erlNS ExpenditUl"e 

An&l}!is for e,lected fraUd and Abuse Efforts 
,~ . 

r't Male Yem· ExP,!nditures b:x Agency; 

, I '1 

[1 

Lf 
JI I 
tl 
[] 
[] ( 

[J 

[] 
[1 
r~1 . 
I' ~I 

[] 
[] 

Subject Area 
:; 

MrJdicaid 

1. Hospitals 
2. Nursing Homes 
J. Clin:!.cs 

4. OI;her ambulatory cere 

5/Total Man Year~ 
4/$ Expenditures 

Antici~ated Recoveries 3/ 
(in M:ll.Uons) 

Ot;'her Audit/Investigative 
Activities 
----~---~-----------
Client Fraud 
Client EligibUity 

Foster 'Care 

Misc. Studies 

PPHA's 
Day Care 

"Fraud (lperations in 
local Distriets 

Reimbursement Claims 

TiUe IV·D. 

Operational Reviews 

$ Expenditures 
~ Anticipated Recowries 

1/ Includes DOH Medical Support 

DSS 1/ DOH -- -

40 m., -

135 
40 
40 
9 

11 

6 
103 
11 

4S 

20 m. 

Spec. Pr.,,!. 

356 

356 
6.2 m~ 

4.0 m.7J 

0If.IG -

t8 
~t 
18 

.285 m. 

MIA 

81 

Educ. -

'" 4 

i 
4 

i 
! 

OI;hers2/ I 
I 
L 

NA 
r 

I' II 

II 

ri II 

Licensing L 
only .10 

N/A-6/ 

1.14 m. 
II/A. 

[J 2/ 1f!ental Hygiene, Division for Youth, and ODAS have no audit/investigative respom5-

ib:U:1.ties in Fraud/Abuse areas' 

f1 3/ Gross share (Fede:E>al, State, Local).. OWIG presently has no means of estimat~.,g 
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3/ the amount of cash recoveries since the re·tovery activity 18 performed by 

local agencies, StateI:Xli, etl;. they do anticipate that their findings in 

all review areas will be in the $30-40 million range. There are, of course, 

other potential cost savings associated with the work of each agency which 

cannot be reflected as a recovery but are recognized as cost avoidance. 

4/ E~penditure levels for 1978-79 are expected to remain relatively the same 

for all 8gen.j:ies with the excillption of Health and DSS. Health plans to 

add 7 staff for rebuttals of appeals to audit. DSS's proposed fraud and 

abuse expenditures will increase from the present nine-month appropriation 

level to a full twelve-month funding. 

5/ All man-year estimates include distribution of clerioal support, adminis­

tration, etc. 

6/ Department of Education has only 4 staff involved in the licensing activities 

of individual providers, nurses, etc. Their activity does not conflict . 
with efforts in other Agencies in that the focus is on licensing infractions 

resulting from professional misconduct in the following areasl 

1. nnproper or no licenses, failure to conspiciously display either 

NYS license or current registration for address. (Possible illegal 

practice.) 

2. Improper practice of a profession under an assumed name. 

3. Percentage leasing • . 
4. Fee SPlitting~ 

5. Inappropriate signs, inappropriate advertising_ 

6. Suspected cases of arson. I 

7. Othe1' tinJ)1"Ofes"!1onal conduct involvi:ng gros~ llegU:g8nce. 

7/ Includes only criminal institution. Does not include audit findings 

referred for administrative recovery of overpayment. 
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COOPlmATIVE AGREE14ENT 
S:t' AND BEr~JEEN 

The State Department of Social Services hereinafter referred to as "Social Serv­

ices" and the State Department of Health, here:l.na.tter referred to as "Health", on 
• be halt ot itself and those local health districts with which Health may contract 

ili accordance ldth Section 3~a of the Social Services La,.,. 

WIT~SEl'H: 

l'lHmEAS, on July 30, 1965, the "Social Security Ametldments ot 19&5" were enacted . 
into law as Public Law S9-97, lihich among its provisions included the 

enactment of Title XIX making additional funds available to the states ' 

for medical assistance provided to eligible individuals; and 
.f 
.1'lHEREAS, such Title XIX mal<:es provision for the su1:imission of a "State plan" by 

a "single State agencY"; and 

~ruEREAS, such Title XIX makes provision permitting a state agency other than 

the "single State agency" to be design4ted to establish and. maintain 

standards for institutions in which recipients of medical assistance 

may receive care or services, and certain functions and services may . 
be performed under such title for the single State agency by other 

state or local agencies; and, 

\'lIiIi1m.4.S, on November 10, 196, Governor Rockefeller, issued an EKecutive Order 

desi~ting Social Services as the "single State agency" responsible 

for preparing and supervising the administration of the "State plan"; . , 
" 

and 

i'lHmEAS, by such Elcecutive Order the :State Deparliment ot Health \'1as assiotrned 

the responsibUJ.ty or "establishing, maintaining and certi£¥ing'" to 

Social Services standards for all institutional and non-institutional 

Cal'e and services under the "Sbate plan"; and 

~'IHER&\S, by s1.lch E:(eclltive Order Social Services and Health are directed to 

enter into c90perative arl'angements \-lith each otheX'; and 

' ...... __ .... ~ - .. ---'-'---""'. . .. -.... , ... ~- .... , 

':'>. 

\) 

[J ,~ 

[J 

t I 
~ 

I 1 

II 

LJ 
<. 

t 1 

I j 
I 1 

l 1 
( 
• 

t I 
II 
[J 

lJ 
[] 

[1 

[] 

fl 

.jl 1--
~): " 

• 

, .... --~., . 
. : 

. -2-

NHmEAS, Health is the State agency \'/hich licenses health institutions and 

agencies, the primar,y health service agency, and the agency designated 

to dete~~ whether providers under Title X~III ot the Social Sec~ity 
• 

t'IHEREAS, 

.. 

Act meet the standards for participation in such program· and 
~~ I 

Chapter ..... S ~f the La,'1S of 1966, adding a new Title 11 to Article 5 ot 

the Social Services Lal", to promote the State's gbal or /lIaldng available' 

to everyone uniform high quality medical care, makes p~ovision for a 

program or l-tedicaJ. Assistance for Needy Persons, hereinafter rererred 

to as uHedical Assistance" and designates Social Services as the "single 

State agencY" having overall responsibility for the medical assistance 

program under Title XIX or the Social Security Act and Title 11 of 

Article 5 ot the Social Services La\'1; and 

~~~, Social Services as such single State agency is responsible for the sub­

mission ot the "State plan" ror Hedical Assistance to the Federal De-

parbment ot Health, Education and ~leltare, and is required to take such 

steps, not inconsistent ",dth la\'t, as may be necessary to assur~ approval 

of such plan by the Federal Department ot Health~ Education and Uelfarej 

and 

\'IHBREAS, such plan has been developed and submitted to the Federal Department ot 

Health, Fd,ucation and Helfare and has been approved; and 

~lHEREAS, such Chapter 256 of the La\'1S of 1966 mandates that Social Services is;to 

enter into a cooperative agreement l'1ith Health, \·rhereby the latter is 

"to administer and supervise the medical care and health services" 

~v.ailablo to .eligible .appJ oj cants .or .r.ecipients ,of l·!edical Msistance, 

either directly or by contract \'lith certain local health districts; and 

-. __ uw' ____ ... 

I. 
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WHERr~S, Chapter 257 of the La~'/s of 1966 amended such Chapter 256 and required 

that all functions for the uacJ.rninistration and supervision at medical 

• 

. '-~ . 
care and services" aVallable under Medical. Assistance, are to be per­

tormed by Health, "to the extent permitted by applicable Federal la,., 

and. to the extentFeder~'1 reimbursement tor such care and eervices is 
! 

not impaired" i and " 

WHmEAS, on January 2, 1968, the "Social Security Act Amendments ot 19671t was 

enacted into law as Public Lali 90-248 and on October .30, 1972, the 

"Social Security Act Amend.'1lents at 1972" was enacted into la~'l as Public 

. ,. Law 92-(:0.3 which amend Title XIX of the Social Security Act and impose 

additional responsibilities and tunctions upon Social Services and 

. upon Health :in tul:f'illing their respective ral.es in l-tedical. Assistance; 

and 

WHEREAS, Health and Social Services have been cooperating in c~;ir.~ out the 

directives of the Governor and the Legislature t in implementing the new 

Federal requirements, including those contained in ]?L 92-00.3, and in 

defining the respective tunctions and responsibilities of Social Serv-

ices and Health; and 

\~, it is necessar,y to amend the existing cooperative agreement and contract 

between Social Services and Health to retlect the changed responsibilities 
" 

and tunctions and to remain in compliance \dth Fede):a1 requirements; and 

~rrlEREAS, Soc~ Services has responsibility pursuant to the Social Services Law 
0' 

and, as the single State agency pursuant to the Federal Social ~ecurity 

Act, to t~~e whatever steps necessar,y to detect and investigate Medicaid 

traud and abuse, and to prevent the payment of talse or inv'alid c;J..airns 

because of unacceptable claiming practices:. and 
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\'IHEREAS, the Governor ot the State of Ne~1 York, in h:ts 1977 AnnUal State of the 

Health Message to the Legislature, indicated that in order to ~void un­
/' 

~ /? 
. necessary duplication,f'ragmentation and inettle5.int use ot start and 

fiscal resources the Medicaid traud 8nd abuse control function should 

be centrau,zEid in Soci,aL Services; and 

~, Health and Social Services entered into a ~4emorandum ot Understanding 

on September 29, 1976 which sought to clar:i.1'y Departmental relationships 

in combating and abating Medicaid fraud and abuse, which memorandum is 

hereby understood to be no longer in ettect; 

,~oo\", THERE.'roRE, in order to carry' out the directions of the Governor and the 
.. ,. , 

Le&~slature, implement the new Federal requirements and to detine the 

res~ctive tunctions and responsibilities ot "Social. Services" and 

"Health" to assure a unitorm high quality or medical care throughout 

the·State tor eligible persons, the parties hereto terminate the Co­

operative Agreement heretotore entered into b,y them on August .30, 1966, 

eftective October .31, 1966, as amended by agreements dated December .30, 

1971 and Januar,y 17, 1972, etfective January 1, 1972, and do terminate 

the contract by and bett'leen the parties relative to sk:Uled nursing 

homes dated January 27, 1972, effective Januar,y 1, 1972, and do.,terr;dl:.late 

the Cooperative Agreement dated July 1, 1974, and have agreed as to11o\'1s: 

I. . FEDmAL RELATIONS '" 
A. Social Services.shall be responsible tor submitting amendments ot the 

" "State plan" to the Federal Department of Health, Education and vleltare 

(hereina:t'ter, "HEt'lIt) and tor the conduct of negotiations relating thereto 

with such Federal agency. 

B." This ~greement and all materials implemenbing,the seme shall be submitted 

to HEt'/ by Social Services. 

. ."., '''._.--- ,- -.. __ ...... , ..... 
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II. 14EDICAL ASSISTANCE ELIGIBILrry 

Social Services ~as the responsibility for establishing or revising the 

standH~~s,.policies and procedures for determining the eligibility of 

persons for Medical Assistance, and tor requiring adherence thereto b.v 

the social services districts ot the State. 

III. STATE ~IEDICAL HANDBX>K 

A. ~ath the cooperation and advice of Social Services, Health has the 

responsibility tor developing standards of medical care and health serv­

ices to be provided under Medical Assistance, which stand~s, 

collectively, shall be known as the State'Medical Handbook, and \'lhich 

shall govern the contents of local medical plans. 

.Health has t~e responsibility tor requir:!ng adherence by providers at 

medical care and health services to the regulations promulgated bl 

Social Services reflecting the standards of medical care and health se~­

ices included in the Stat~ Medical Handbook developed bl Health. 

IV. MEDICAL STANDARDS AND FAOILITY: O.a1TIFIOATION 

A. Health Standards 

1. Health shall establish, maintain and certify to Social Services 

standards tor non-institutional medical care and health services. 

2. S0C:ial Services sh,all approve and promulgate in the form of reg-

ulations the standards tornon-~stitutional medical care and 

health serv~ces certified b,y Health. 

3. Health shall be responsible for establishing and maintaining 

:in 'accordanee with 'Startdard:s -e~bl .. tshed by the l;lIegulutions 'of 

. .: 

the Secretary of Health, Educatlon and t'leltare, health standards 

for private or public ~stitutions and agencies in \'lhich recipients 

of Hedical Assistance mal receive care or service, and for cel:'­

tifying to Social Services.~hat these institutions meet the ... 
applicable standards. 
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4. Health shall continue t,o pro'vide for the examination licensure 

and registration of nursing home administrators in accordance 

with the provisions of the Public Health Law and applicable 

Federal requirements. 

.B. Ut:U.ization Review aneJ Periodic !oledical Reviel., 

O. 

1. Subject to consultation and periodic review and eValuation b.y 

Social Services, Health shall establish, maintain, and implement a 

plan tor continuing revie\'l of the utilization, appropriateness, 

avallability and quality of care and services fu.rnished to 

recipients of Medical Assistance under the State plan and shall 

certify such plan and its imPlementation to Social Services. 

2. Health shall develop a plan and provide for periodic medical reviel'l 

and medical illspections in sldlled nursing homes and shall make 

periodic reports of the findings together ,dth any recommendations 

to Social Services in accordance \'rith Section 1902(a) (26) of the 

Social Security Act and 45 om 250.2,3. Health and Social Services 

shall fUl.:f'ill their respective functions and responsibUit~,.es in 

medical reviel'l and inspection in accordance \'dth all other, 

applicable Federal re~ements. 

Certification 

1. Health shall provide Social Services \·rith a listing of the in-
.t; 

stitutions and agencies to "rhich an operating certificate pursuant . 
to Arti('~e 2B or the pUblic Health La'" has been issued, and shall 

notify Social Services conoerning any additions or del'8tions trom 

such listing, as soon as they occur. For Title XIX purposes, Social 

Services or Heaith, as the case may be, shall notifl the other of 

skilled nursing facilities certified by the Secretary of Health, . 
Education and ~lelfare under Title XVIII, any change .. ~ such cer-

tification, and the period of such certification. 
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2. Social Services shall provide for agreements with provide~s of 

seMces under the State plan, in accordance with applicable 

Federal requirements. 
(I 

3. Health shall report on and inform Social Services of the 

appropriateness of the additional care and services in aqy pro­

posed contract of Social Services pursuant to the authority of 

Section 1902(a)(23) of the Social Security Act for care and serv­

ices in addition to those offered under the State plan. 

Consultative Services ~ 

1. Health shall provide ~onsultat1ve s.rvi{f l described in 

Section 1902(a)(24) of the Social Security Act, and 

45 CFR 250.41. Such consultative seMces shall be provided as 

indicated and ld.ll be directed tot'lard assisting hospitals, nursing 

homes, health related facilities, home health agencies, clinics 
o 

and laboratories to qualir~ for payments under the Social Security . , 

~ct, to establish and maintain such fiscal records as may be 

necessar,r for the proper and efficient administration of the 

Social Security Act, and to prOvide information needed to 

determine payments due for care and services furnished to in­

divid~s under said Act. 

V. LOCAL ~m:oICAL PLANS . , 
A.. Social Services shall continue to require by regulation that each 

o , 
social services district provides medical care and health se~,~cest 

under Hedical Assistance, in accordance t'lith a local medical plan 

approved as conrormin~ to State requirements. 
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B. Social Services shall require that the local medical plans be sub­

mitted b.y the social services districts to Social Services and by 

it to Health for reviet1. 

C. Health shall revie\'1 local mtldical plans ani \'/hen fOuM to be in 

conformity with State requirements, certify them to Social Services 

for approval. 

D. Social Services shall approve medical plans meeting requirements 

certified to it by Health, but shall disapprove any plan l'lhich does 

not ~eet such requirements. 

f E. Health shall be responsible for providing, either dh-ectly or through 

• I' contracts with local health districts, "administration and supervision 

of the medical care and health seMoes" available under ~redical As­

sistance; in accordance with the regulations pro~gated b.1 Social 

Services. 

F. Health shall be responsible for the functions assigned to the medical 

dire~tor b.1 Section ~65-b of the Social Services Law, i.e., providing 

guidance or direction for the development and maintenance of the local 

medical plant and for supervisiltg the medical care and health services 

aspects of the ~tedical Assistance program. Health shall discharge this 

responsibility for the social services districts either directly thro~l 
.,: 

the employment of medical dh-ectora for this pUl:');)ose or through contract~ 

"lith local health districts • 
I 

G. Any contract \'/hich Health may enter :iJlto ",r1th a local health district 

shall cont'orm \.f.1.th app1.icable provisions of State and Federal ia\,l t the 

terms of this agreement and shnll require adherence therebo, and to such 

regulations promulgated by Social Services as are :iJlcluded in the 

standards, policies and procedures developed by Health aM. constituti.ng 

the State r-tedical Handbook. .. 
iii- _ • . 
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VI. RATES 

A. Health shall provide Social Services tr.Lth a list shoWing rates of 

payment esi;.~!blished for each institution under Section 2007 of the 

,blic Health Law. Such list shall epeo:try part~c1hpation in Title 
/ 

XIX for each inetitution so certified. 
" " 

VII. REPORTS, FORMS AND PROOEDURES 

A.. Through cooperatlve efforts; Soc~ Services and Health shall develop 

mutual.l.y satisf'actory forme and procedures for, carrying out their 

respective responsibilities under Title 11 of Article 5 of the Social 

S~rvices Law, and this agreement. Such forms and procedures shall 

include those necessary- for claiming State and. Federal reimbursement. 

B. Social Services shall require such reportlS as are or m~ be necessar;y 
!\ 

to comp~ with Federal requirements and Health shall do whatever may 

be necessary to be done on its part to assure that such requirements 

may be me'b. 

o. Health shall be responsible for requiring and. obta:lning such reports 

relating to the quality and availab:Uity of medical care and health 

services as mar be neces~a:t'1, and Health shall mw(e provisions for 
1\ 

making copies thereof ava~lable to Social Services. 
;. 

D. Social Services shall develop) in cooperation uith Health, a system 

01' reports required to be made periodicall.y by local 30cial services ,,' 
• • . ,fII 

departmetits to satisfy the requirements of either or both such State 

departments. Such reports 'shall be made to Social Services \1hich shall 

make provitli'On for making -copielS thereof' "8.Vail~ble to Health. . 

VIII. APPEALS AND FAIR HEARINGS 

A. Social Services shall rna-tee provision for appeals to be made by dis­

satisfied applicnnts for, or recipients ot l1edical. Assistance; to 

determine such appeals ttibhout hearing Hhen no hearing is requested; 
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, . 
when hearings are requested to hold fair hearings on such appeals; 

to issue appropriate deoisions thereon; and to take such steps alS 

~ ~ necessar,y to enforce its determinations and decisions. 

Health, consistent ,'11th its re:JpOnsib:U:1ty under Ohapters 2$6 ani 

257 of the Lal'lS ot 1966 and under this ngreement IShall participate, 

as advisors ard. expert witnesses in appeals and fair hearings when 

the appeallS relate to the necessit~ fo~, the quality or quantit~ of 

medical care,' health services or supplies or the local method or 

procedure tor supply:JJlg the same. 

fIX. }.I)NI'l'ORING AND ENFOROJ!l.tnrr 
.. 
I' 

A. Social Services shall establish and implement such policies and pro­

cedures that will monitor and evaluate the effectiveness and efficienoy 

ot the activitielS performed under this agreement; appropr:La.te to itlS 

B. 

. responsibilities under the State plan and in accordance with applicable 

State and Federal Lal.,s and Regulations. 

Social Services shall assume full responsibility and shall have full 

authority for the detection, investigation, deterrence and prosecution 

ot fraud and abuse and. for the detection, investigation, deterrence 

and prosecution of unacceptable claiming and medical practices by' pro­

viders ot Medical care t services and supplies, :tn the ambulato17 care 
.; 

eetting, to the extent such functions have not been delegated by' la~1 

or by action of 1ihe Governor to an agency other than Health, as more 
" 

particularly described belot'f. Provided hOl'lever that the functions 

exercised by the Oommissioner ot Henlth pursuant to Section 230 of the 

Public Health La\'l, and tho State Hospital Code and State Sanitary' Code 

shall not be affected by this provision. 
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1. Administrative Proceedin;s 

Social Services shall be responsible and have authority tor 

determining on behalf of the State and ~ social services 

district the amount of ~ restitution or civil penalty due 
, ' 

'~~m a provider because of fraud or abuse 'or an unacceptable 

practice, and any other civ.!t penalty including the suspension, 

disqualification or limitation of such providers participation 

in the Medicaid program and the Commissioner ot Soc~.al Services 

or his deaig~ee shall be delegated to pertorm ~ and all ot the 

functions, and shall have the authority heretotore vested in the 

Conmissioner ot Health tor all. matters described in la NYCRR 

Part SlSi and 

2. OiVil Restitution 

Social Services shall be responsible and have authority tor the 

preparation ot cases for litigation to achieve civil restitution 

for such awns ot money that "tere obtained by a provider or other 

vendor as the result ot traud, abuse, or unacceptable practice in 

the Medicaid program. 

3. Qriminal Proseoution 

Social Services shall be responsible and shall have the authority 

for the preparation of cases involving fraud, abuse or unacceptab\e 

practice in ~he Medicaid program tor referral to an appropriatG 
\ 

prosecuting agency or agencies. 

o. In order to carry out the afore,described functions Health and Social 

Services shall undertake the follo~d.ng activities: 
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1. Health shall develop and certify to Social Service~ standards 

for acceptable medical practices and a delineation ot unacceptable 

~¥cal practices appropriate tor application to the Med:Lctdd 

pro&:ranl, and shall prov:l.de SUM apprc.')pr:1.ate technical assistance 

as mq be necessar:r in order to itfective~ apply :such standards 
II I "z::; 

to providers under the Medic'aid program; am 
2. Health shall, ~~ject to the amount ot funds provided to it for 

such efforts, continue to provide appropriate licensed professional 

staff to assbt Social Services in the perfomance of its fraud . 
and abuse c~trol activities described in thi~ agreement. Such 

staff' shall ~\ loeated in the Regional. Offices of Heslth. t(ealth 

Shall ensure that its local professional directors continue to 

provide at l5~st the present level ot necessar:r expert services 

that are requested ot Social Services. Such services \dll be pel"­

tormed Under the direction ot Social Services. 

,. Health shall forward to Social Services an;r :l.n£ormation in its 

possession indicat~g that a provider or group of providers moO.1 

have been or may be engaged in a practice constituting fraud or 

abuse or an unacceptable practice, except where prohibited by 
'" ., ... : . statute ~' : ',. , " 

I~ 

4. Social Services shall notify Health ot ~ intormatior;l it may 

possess indicat~ thatr a provider has en,gaged in ~ activity that 

JI2q ~te .professional misconduct.. for which Health has review 

responsibilities pursuant to the Public Health Law. 

S. Social Services shall maintain inf.'ormation and records relating to 

its activities under this a19:eement and shall make such intomation 

and records available to Realth upon l'equest, in a numner consistent 

\'lith 'any requirements ot safeguarding confidentiality that may' be 
(; 
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6. Social Services shall provide Health ldth such reports prepared 

in such form as agreed upon by' the parties. 

7 •. Social.Services and Health shall each designate a person or 

persons to serVe as coordinator to facilitate the terms of 

Paragraph IX of this agreement. Social Services and Health shall 

agree Upon the compensation for the person or persons designated 

by' Health as coordinator. 

x. FEDl!RAL Ani ANCIiZ 

f 
.. 
". 

A. Social Services will periodically obtain, on behalf of Health, am in 

conformity \'r.Lth applicable Federal Regulations and practice, advances 

against Federal funds provid~d for the conduct of the functions and 

activities herein prescribed and authorized. Such funds may be re­

ceived by'the State Comptroller and, upon allocation in accordance "-lith 

appt?table proviSions ot raw, shall become. avaUable to Health in 

anticipation of Federal reimbursement to l~~ Social Services ~ 

become entitled. as a result of reasonable and necessal7 costs incurred 

by Health' in perfornWlg the f(tlnctions autho;t"ized by this Agreement. 

B.l. Health will submit estimates ot ~tiel~ated costs and entitlement to 

Federal reimbursement as a result thereot for such periods, at such 

time and in such manner, as ma:y' be requested by. Social Services. Such 

costs shall be lim:lted to costs allocable t~ the functions· and " . . 

activities herein ~vided ,in accordance with records maintained or 

su'bmitted to Social Servic~.s including, the names ot employees,. salaries 

paid, hours ot performance and specifica'liion o~ such activities, pro-
~ 0 

vided, hOliever, that \'lhere Health utilizes services or materials in 

the execution ot this Aorrreement tor purposes t'lhich include purposes 

other than those authorized b.Y this Agreement, the cost of those serv­

ices or materials shall be pro-rated in proportion to the relationship 
':: 
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which the salal'ies and wages to functions performed pursuant to this 
. \ ... 

Agreement in the organizational unit using such services and materials 

has to the total' salaries and \-Iages ot such organizational unit. In--. 
direct costs in accordance with the applicable prof)Osal of Health, if 

tm:¥, then on tUe and approved. by' the Department ot Health, Fducation 
. II' 

and ~leltare, shill be applied in accordance "lith the pr:lnciples 

applicable in such approved proposal. 

2. At such intervals as Social. Services may require, Health W:Ul submit 

a report of its 'actual expenses in executing th~ functions and activities 

herein authorized. Social. Services \'r.Ul determine whether such e»­

penditures \'lere necessar,yfor the performanc~ of the f1.mctions authorized 

by' this Aire~ment and will compare such expenditures, and Health's en­

titleillent; to Federal funds as a result thereof, to the advances received 

from Federal funds on behalf' ot Health for the period. It Social. Serv-' 

ices' examination of such expenses determines that any such expenditure 

Was not necessary to the p~ses ot this Agreement, Social Services 

shall so inform Heal.th of tentative exceptions. Health thereupon will. 

. be given a reasonable length of time, of not less than thirty (.30) days 

to justify such expenditures. If Social Services thereafter finds that 

such expenses are not necessRr,1 to the performance ot such purposes, ., 
Health t s entitlement to Federal reilnbursement shal.:l. be reduced by' an 

amount so determined and 'subsequent Federal advaneee adjusted, by increase 

or reduction, to compensate for such expense and for ~ difference 

bet\'l~en entitlements reported by' Health for the prior period and the 

advance for that period. 

n. NISCELtANEOUS 

A. Social Sernces and Health shall observe ~ require the observance ot 

the apPlicable requirements relating to confidentiality ot records and 

"'-f( -_ ... 
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B. 

C. 

Wormation, and each agrees not to allOt1 examination of records or 

to disclose 1J.lformation, except as may be nece=ssary' for the purpose 

of obtaining medj,cal care and health services or the proper discharge 
\ ' 

ot responsibilities relating thereto, and except as provided b7 , . 
a~icable State and \~ederal tat'ls and Regulations. . \ 
Social Services and P.e~1th shall observe and require the observance 

'\ 

\ 
ot the requirement=s of Sec~:Lon VI ot the Civil Rights Act of 1964. 

\ d 

Personnel of Social Serrl.ce~ and Health per.f'oming !'unctions under t~~ o , 

Agreement shall be subject to the He,., York State,l1erit System. 

'mUG OF AGRmmtrr 

A. This Agreement shall be effective only to the extent that it is found 

by the appropriate Federal. agency to be permitted by' applicable Federal' 

law, iuxl to the extent that Federal aid is not impaired thereby. ' 

B. Either party may terminate this Agreement on :30 days advance, notice in 

wr1t:lllgto the other party. If terminated, any funds paid to Health 

under the prov:i.sions of this Agreement ,.,hich have not been expend-eel. or 

encumbered in accordance with the prov:Lsions ot this Agreement prior 

to the date as of which the Agreement was terminated and ~ property 

purchased ,'11th .funds paid. to Health under the provisions ot this 

Agreement, shalJ. be accounted tor in accordance with standards es-

tablished b7 Socia..1. Services governing disposition of such property 

and funds. 
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C. This Agreement may be amended from time to time, but no such agreetnent 

shall be effective unless signed by the Commissioners ,of Health and 

Social Services,. and shall be effective only to the extent set forth 

1n paragraphs A. aD:l. B. above. 

:f~~ 
Robert P. ~Jhalen, H.D. 
Conrnissioner 
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STATE OF NEW YORK 

DEPARTMENT OF HEALTH 

DEPARTMENT OF SOCIAL SERVICES' 

MEMORANDUM OF PROVISIONAL UNDERSTANDING 

" 

'. 

" 

(
.. Section I - SIGNATORIES AND PURPOSES 

" I" 

This memorandum of provisional underst~dlng is entered ~to between the Commissioner of Health" . .. , . 
r'h and the Commissio~er of ~l~ Services. Its purpo~e is to.se~forth th~ mutual respo~lbiUt1eso.f the. 

. ' signatories in the conduc:t of a joint audit effort through a common audit plan In order to, max1mlz~ 

r'; 'the impact ~f the respective Departments' limited ~rsoMel resources'through the avoid~ce of 
. " ." , . , , r '"dU~li~~V~ eff~rt~, ',' 

The audit of hospitals and their financial records by the Commissioner of Health 1s in discharge of his .. 

: r ' d~ties under Article' 28 of the 'Publlc Health Law, l~cludlng those sp~cined in Se~tion 2803 of 'that' 

I: 'rIde,' and Is ~ried cut fOr the purposeS set out therein; : The ~~t ~f ho~Pitais ~d their fln~al 
records by' ~he Commissioner of Social Services is In discharge of his duties under Section 36.5 of the, , ' , 

[' . Socl~ Services.La~ •. 
, . \ 

; . 

r' Nothing In this memorandum of ... ~dIng Is Intended to relieve either party of the ~uty to make" . 

J whatever eltort is necessary to fully carry out theIr respective responslbllities. : i . , , . 

r", 
.' 

Section U - lOINT AUDIT PLAN " ' . . . .. 

r~ !, The Commissioners agree .to a jOint~ff~r.t· i~ the' conduct 'Of t~es~ ~oS~ita1' aUdl~. To ~ccom~l1~h the 
'... ", r i objectives of this agreement, a "joint audit ,Plan": shall be prepared by the c~peratlve partldpatlo~ of 

. lnvol ved staff of the two Departments. .. .', .... . .' , " '. . . 
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,J • 

() 

. . 
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.. 
f I The plan .shall be developed In. such a manner and shall provIde for all such audit activities as wUl 

., assure that the responsibl1ltle$ of bo~h Departments will be adequately fulfilled •. Specifically, the 
'. 

, " , 
'. f..I plan w11lgive full consideration to the r~pective responsiblUtles: 

of the Comm~ss1oner of Health, in the establlshm~nt of re1mburseme~t r.tes, the Inclusion' of: 

LJ 

[J _. 

tJ 

LJ 
II ( 

ambulator'y care deficits. under Sect~on 2807.4 of. the Public Health Law, and the provision of 
. __ )1 " 

j1 I •• 

health services at reasonable cost to the citizens of the State; and 

of the Commissioner, of Sodal Services, to assure the pro~r and efficient administration of the 

Medlc:al Assistance to Needy Persons Program in the State as provIded under Title 1'1 of the 
. . 

New York State Social Services Law and, particularly, to assure tha~ payments for hospital 

. service~ provIded under that Program were made In accordance wIth and r~imb~rsement 

properly claimed under the provisIons of Federal and State Statutes and Regulations concerning 
" I • ~ • 

blllltlcJ, payment and reImbursement. " .. ... 

L I Section III - IMPLEMENTA nON 

.' 

II ThIs joint audit effort shall be started during the _mon~ of October, 1976 with the audit of two • . 

. hospItals In the New Yorlc City area, one to begin in October and the second to begin after completion . .... 
11 Of. the first. . . . 

The hospitals selected for these ~nl!ia1 audits will be of ~he following natures: 

[1 

tJ 
LI 
{ 1 

I 1 
1 

. I 1 
j I 1'---

. . ' 

... 

, ' 

, .. 
I • 

.... .. .... " .,-- ~ . ~ . 
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" 
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( 

r 

(A) One hospital which has not been audited by Blue Cross. 

(B) One hospital which is/or has been audited by Blue Cross. 

It Is antlc1~t,d that the audit ~Jesignated as "A" above w1l1 'require a staff of auditors and supervisor 
, . 

for approximately 300 to,tal staff days, whlle "8" above w.1ll require a staff of auditors for ' , 

approxlmat~ly '00 total staff days. The audit teams wlU consist of equal n~mbers of staff from each 

of the Departments. Supervision 01 the Joint audit tearu wlU be provided through'the assignment of' , 
. ' 

supervisors by each of the departments to supervise the actlvltles of their respective staffs. Day-to-' 
, , 

Day, on-site coordination of audit .actions w1l1 be accompllshed through continual liaison and ' 

'consultation between the lead supervisors from each department. ' It Is also agreed that overall' 
I I • • • 

co'W~native and directlonal responslblllty for the ,planning and execution ~f ~h~ Joint ~udlts pr~vlded 

for' in thls ~emorandum shall be mutually agreeable to the designees of the Commi~l~ner of Health 
J . ' " • • 

.. ,,' I'.' 

, and the CommIssioner of Social Services. ' 
• I " 

1 

I 
[i 
. 

[ 

" 
•• t' '. 

I :'. 

, , . 
( . .. , 

Sect10n IV - USE .OF AUDIT FINDINGS 

Combined audit reports w1ll be prepared through the cooperative partlcipatIon of staff of the two . , 
, ' 

d~partments. 'these reports wUl be the instrument for conveying the audit findings to the respective, 
, 

parties to this agreement. This agreement, however, shall not preclude eIther Department to: issue 

supplementary reports as In their discretion are necessary to fultlll their indivIdual responslblJ\!tIes. 

& , , . 
I section V - DURATION OF PROVISIONAL UNDERSTANDING 

This agreement shall remciin In effect through the completion of the audits selected as outlinf~d In' , 

'Section I1~ of this a'greement. The resw'ts pf this jol~t audit wlll be revi~wed perlodica1iy ~hIJ~~ the 

audits are in progress and agal~ at the tIme.'they· are compl~ted. The partIes may &t,\any' tIme 
, ,\\ . .'.' , .. 

supplant this agreement 'With 'a permanent 2lgreemen't~ " 

[ .. - , .<-._-- '.' , .. 
" . ~ .. -
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, Section VI - REPRESENT A TIVES ", '. . .', . , 

II . The Co~mlssloner of Health deslgnateo Fr~~lck J. Parker. Direct~ of the Bureau of ~ud1t· ar:d ' 
, . . 

.. 
.' 

( J . I~V~tlgation, and the Commissicmer of S~al ~ervices desl~nates ~ames A. Durklnw Di;ector of the ,'~ , 

, Office of Audit and Quality Control to a~ .on their respective behalfs to implement this agreement 

l j and its provls10ns~ , 

LJ' Section VII - e:FECnVE DATE . . 

, This agreement shall be effective immediately upon approval by the Director of the Division of the ' 

11 . . ' '" , '. . ' .' 
. Budget.. . .. . ' . . .' '. , " . 
'.' '. I • •• ~ •• 

[1'.,." , ' , 
-' , 

Date1iP41~. ( J 
, 

" 

.' Date~/p Jj]J, 
f I' 

' 'Ap 
ode SerVIces 

Approved' 
, 

Date 
{ t " Director of oivision of 8udget 
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STATE OF NEW YORK 

DEPARTMENT OF IlEALTlI 

DEPARTMENT OF LAW 

OFFICE OF DEPUTY ATTORNEY GENERAL 

PROSECUTOR FOR HEALTH AND SOCIAL SERVICES 

Hf::MORANDUH OF UNDERSTANDING 

SECTION I: Signatories and Purposes 

This memorandum of understanding is entered into between the Commissioner 
of dealthand the Deputy Attorney General acting as Speciql Prosecutor for Health 
and Social Services, pursuant to the provisions of Chapter 118 of the Laws of 19~6, 
amending Chapter 50 of the Laws of N~"nei~een Hundred and Sevent7 Six. Its purpose 
is to set forth the mutual responsibilities of the signatories for common staff 
and a common audit effort and audit plan. 

The audit of nursing homes and their financial records by the Commissioner 
is in discharge of his duties under Article 28 of the Public Health Law, including 
those specified in Section 2803 of that Article, and is carried out for the purposes 
set out therein. The aUdit of nursing homes and their financial records by the 
Deputy Attorney General is in discharge of his duty to investigate fraud in the use 
of public funds by the nursing home industry, pursuant to the direction of Attorney 
General Louis Lef~owitz in his appointment letters to Charles J. Hynes, Deputy 
Attorney General, dated January 10, 1975 and February 10, 1975, under the authority 
of subdivisions three and eight of Section 63 of the Executive Law, respectively. 

Nothing in this memorandum of understanding is intended to relieve eithe~ 
party, of the duty to make whatever effort is aecessary to fully carry out their 
respective responsibilities. 

SECTION II: Independence of the Deputy Attorney General 

Both parties acknowledge that the funds appropriated by the ab~ve statute are 
solely for the use of the Deputy Attorney General in his. inv~stigation of the 
nurBing h01D1! industry and at'e appropr~ated to him through the Department of IIMtth, 
to be administered by him in accordanc:e with t.he provisions of 8ubdJvhions three. 
and eight of Section 63 of the Executive Law ultder whose authority he is :acting. 

• I 

'1'he Cummissioner further bc;knowledges tllut the uppuintmcmt of a Deputy At torney 
Gener~l .IS ,8 Sp~ini froseeuto't 'Was for tne express purpose of providing a completely 
independent investigation of the nursing home industry and nothing contained in this 
agreement is meant to in any way impinge on the Deputy Attorney General's independence 
in conducting, the investigation • 
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SECTION lIt: Common Audit Plan altd Commun Training 

The Commissioner and the Deput.y Attorney General shall coordinate their 
aud:l.ts of nursing homes in a common audit effort. They shall provide for 
coordinated scheduling of all audits and whatever other measures are necessary. . 

Both partieeacknowledge the importance of proceeding as expeditiously as 
possible to obtain recovery by the State of Medicaid overpayments. Both parties 
also 8cknowledge the importance of utiliz:l.ng to the fullest extent possible the 
forensic audit capabilities of the Deputy Attorney Ceneral's audit staff. The 
parties shall therefore provide for the participation of the Dt'puty Attorney 
General's auditors in the exit conferences and other Health Department administra­
tive proceedings for Which their find:l.ngs are the basis; for the management of 
such proceedings in the most expeditious manner possible; and, for the management 
of the audit work of the parties in a manner that minimizes the use of the audit 
st&ff of the Deputy Attorney General in situations that do not present the 

o significant possibility of fraudule"t practices, 

Nothing in the preceding paragraph is meant to place any requirement on the 
Deputy Attorney General to make available his auditors for the Health Department's 
administrative proceedings when, in the Deputy Attorney General's opinion, such 
action would be inconsistent with their participation in a criminal prosecution 
based on the same findings. 

In the coming year, the Commissioner shall first audit the fiscal 1975 financial 
records of proprietary nursing homes audited by the Deputy Attorney General, and of 
voluntary and public nursing homes. • 

Both parties, to the extent practicable, shall audit simultaneously all 
nUl~sing homes Hnked together by comlllon ownership interests, or linked in common 
ownership interest to hospitals or health related facilities. . 

. The Commissioner shall, as soon as his au'ditors identify potential criminal 
fraud in a nursing home or health facility they are auditing, immediately consult 
with the Deputy Attorney General on the future scope and management of the audit. 

The Deputy Attorney General shall furnish to the Commissioner in 8 timely ~nner, 
subject to the applicable restrictions on the use of subpoenaed material, 811 
information developed by his investigation bearing on the Commissioner's discharge 
of hi. dutie. :l.n administering the Medicaid reimbursement system. 

. The CommiRsioner shnll include in the program and prnctices of his audit stnff 
procadures davl!topad by the Deputy Attorney General for identifying fraudulent 
practices and claims. 0 

I 

The Daputy Attorney r:enerul shall report his audit findi.ngs in formats suitable 
.f·OI: th • ., •• -0£ the <:OI1lmiss1oner in his administrative proceedings. . 

The Commissioner shaa provide training in reimbursement auditing procedures 
and methods to the audit staff of the Deputy Attorney General, 
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The Deputy Attorney General shall provide training to the audit staff of 
the Commissioner in forensic auditing and the detection of fraud. 

If the Deputy Attorney General completes an audit· of the financial records 
of fi.cal year 1975 or 1976 of a nur.ing home or-other residential health facility, 
.uch an audit may, in the interests of avoiding duplication, be u.ed by the 
Department of Health for the ~urpo.e of discharging its financial audit obligation 
under Section 2803 of the Public Health Law. 

In accordance with the law. governillg the investigation. ot the Deputy 
Attorney Goneral, the recorda for audit. conducted by the Deputy Attorney General 
Ihall be obtained by .ubpoena or consent only. 

SECTION IV: Use of the Deputy Attorney General's Findinss 
I 

Both parties acknowledge that nothing in this agroement is to be road as 
in any way altering the constitutional and statutory rights of any party subject 
to £udit and/or itlvestigatio,n by either the Commissioner or the Deputy Attorney 
General. 

Both parties acknowledge and recognize that the Deputy Attorney General 
obtains the financial records and other materials for use in his investigations 
by conSQnt of~e party or through the use of subpoena powers. There a~e lesal 
restrictions on the use of information so obtained. The Deputy Attorney General 
shall be solely responsible for determining what uses, if any. of his audit and 
other findings are legally consistent wit~ these restrictions. Both parties 
acknowledge and recogni%e that these restrictions, particularly those on the use 
of material obtained by Grand Jury subpoena, may require separate audits by each 
party of the same, facility in order to discharge their respective legal obligations. 

SECTION V: Representatives 

The Commissioner designates the Assistant Commissioner for Health Care Cost 
Control as his representative to the Deputy Attorney General and authorizes him 
to act on his behalf to implement this agreement and its prOVisions, and to carry 
out the mandate of the above statute. 

The Deputy Attorney General 'designates his Chief of Auditing as his representa­
t;;l.ve to the COlllAissioner and authorizes him to act on his behalf to implement thb 
agreement and itl provisions, and to carry out the mandate of the above statute. 

SECTION VI: Effective Date 

This agrt'~mcnt sha II be of('ective imlnc!lJi:att.ly tapon al'prova1 by tho Dirt'ctor -
of the IHvision of the lludset. Tnis agreement: shnll remain in force until April 1, 1977. 
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Nothins contained above shall restrict thil parties from taking such other common 
action aa will from time to time appear to be desirable. 

Dated: 

Commissioner of Health 

Deputy Attorney General 
Prosecutor for Health and Social Serv~ces 

Al:»PROV~O: 

DIrector, DiVision of the Budget 

• 
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o EXHIBIT V 

FRAUD ml/or .ABUSE PRACTICl!3 

General (Encounliered in all pt"Mder and vendor groups) 

E1'1angC~nditions 

EH1'ing fors 

• Th. tull amount aUowed under Medicaid when Medicare has als<lPa:1d. l\ 

• 1~ of aeco.iX1a.rT pt"oced.u:re do~ at the same time IS a ~;ocedure. " 

• Dlsad patients. 

• Non-existenh patienhs. 

• lnel~gible patients. 

• All members of a family when only one was s~en. 

• tuplicate billixlg. 
,,' 

• F1rst visit fee for subsequent visits. 
.. 

• SpecialitY' codes for %1Ol'MJpecialit7 treatments,. 

• Non-work d~ 

• Gooda aM services in addition to those that were prov:tde,d •. 
,\ 

pnaceeptabl~ Prggt1iJe Conditions, 

• Poor or questionable services 

• Too IW\Y services to at ~atient; b~ed on his or her sex, age I or condition., 

• thmecess8X7 treatment of additional fam:tJ.r rnembers (f~ gangi:Jg) t:' 

• Uzmecessar,y goods or services (e.g. recaJ.li%lg clients for unnecess~ 'Visit~) 
'~onsE!tacy a6nditions 

" , 
• Unnec~ssar,y referraIs ot clients 'Eo other practitioners (ping-ponging). 

• Providers am vendors !!xchangi%lg Me!Hcaid ID #' s for cliems seen. 

• lick-back schemes. 

Administrative InfraetioD! 

I 

Haint~ poor or no record to support goods 8%Xl services prov:Lded~ 

" . , .,. 

,,;.' 

\~ 

,-
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lrgud vxl Abuse Practiee! PeguJ.:1ar to Particular PrOVider or Vendor Groups. 

Physicians 
<,'--.. 

1,1,' '" 

1. Ordering unnecessarrlab work am/or referring aU work to a 
particular lab for a 1d.ck--back. 0 

~ 

2. St.eering all patients to • particular pharmacy far a 1d.ck-back. 

,. Gang visiting in SNF's, HRF1s, WHA's and Weltare hotels. 
, , 

4. Alltr.Ming I.D. (1 to be used b7 a medical tacUit,. (e.g. clinics and. 
Hospitals) tor bill:Lng PJl'POses in order to dupl:f.cate bill tor services. 

Medieal)EAcU:tt:te" With Mm !ib§n one Prcrdder Hwnl?er (e.g. ho:sp~.~,(,ls or 
SNF-HBF J, • ' · , . G 

1. B111ing tor the :sWlle ease mwber for th" same elate ot service t6r 
.ach provider Jl'I.1inber. 

C.I 

[) 
, 91in.1.es 

• 

fJ 
[1 

r 1 
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____ 1 .... ___ _ 

a) l'Upl:tcates between institutions tor same patient am. :same d~ of :service; . 
b)' Charges tor 8ucces:sive (one attar another) dars services for arv patient 

w1tb:f.n same clinic or d:ttterent clinics. . 
• '. t-

e) Oonhinual.lr recal.1:ing the same patient:s f('{r ~dditional v.t:s1ts. 

In-patient Service! (Hosnitals) 

.) Based upon aVUlable beeb, excess of bUled Patient~*~~;)~a available. 
. ".,//'''-. .' 

b) Dlplicate and triplicate billing for pbr.sician axxf/other "services supplied 
· b.Y the hosp~tal. 'l'his is done by bil.lil'lg tor se,,:sion p~nts (p~ician 

services onll") and by' using the ph,.sician's or other provider.1S ID # to 
.em in a separate bill tor that service. I 

e) Usi%Jg MA patient's ID # to resupply hospital pharmae,.. 

put:Patient Ho!'Oital imergenex Rgom 

.) SUccessive 'Visits br one client or members of faadlY' at same hospital 
emerl¥ncy room (usillg the m for routille medical care). · . , 

kboratqrie, ~' ':,j) • • 

, .) lM"1na for indi'Vi~t\al tssts'when aU encomp~ssing panel test was,performed. 

b) BJ]Hn8:';to both panel test am individual. tesi~s which are encompassed. in 
panel test. . , \ . ' ~ 

\ e) B:f"~ng :t'or\\tests not iDlnediately preceded b7 phy:;lcimt clinic, ;mergenc;r 
%'OOmt or other medical ve%X1ors charge. ' ; /j 

d) BJ , 1 1 ng far more ·~ests than'the lab could possiK1e perfdrm. 

..... "'- ",' 
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Dental. 
~. 0 

. a) More than ,3 v:l.sits by al'),1 family member in ant one given ,.ear for 
. general (rior:a-extract1cns, orthodontist or simUar type work) work 

procedures. " 

Ere Care Setvices 

a) EHl11ng for two or more pair., of &leses tor same patient; 'in same ;year. (/ 
1':1 

lharmaci~s 

a) Duplicates without including ·authorized retW.:s. 

b) High billings for certain restrictive. drugs to be' given to you 
. by MA DivisiOn., ! 

c) Bi, 11 ngs for zmrs~ home patie~s for [l~ms \~normall,. cover.ed \UXler 
. Dlrsing home rate (intomation to be 1\;rm.shed by MA llLv:l.sion). 

~ 
d) Bi11ing for contradictive9t'ugs. 

1'tanSportation 

a) Bt"ings for senices when no 'other medical ~ervices b:illcd (doctor, 
. cl.:l.Jx1c, etc). . '. 

b) !hltiple vemor bills ,far same client on s~ clq. 

Eno~hetic Ap~l.iances .;, 

a) Charge for more than cmt~ prosthesis for same client. 

Methadone Maintenance 

• ) Keeping client;s enrolled i.U pJ:ogr8lll when not needed. . 

b) Not red.ucing a cl:I.ent;ls dail;y 'Visit5 by all~ take home d:~e~ 
. c) Fa:l.l1ng to check it caws are enrolled at another cUn:Lc. 

I:J,) Not p't"ovid:ing g6neral medical care to clients. 

Podiatrist . . 
1. Dealing in ldck-ba(:k schemes with ,shoe stores where the ,podiatrist. is 

paid 'I."pe%'eent;age or all. saLes made to "MA clients he :raters to the store. 

2.' BUl.1.ng for ganging routine toot care, such as nail clipping for all 
patients in a rmrsing heme. 
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Cliem Abuses 

1. Enroll.in8 in multiple methadone programs. 

2. Goi.Jlg 'trom p~1cian to phrsician eeeldng unnecessal')'" medical care • 

3. Ul!ling HA card. to purchase unnecess817 goods am serv:lce~~ 
4. Collecting trom insuranCe COll1pan.Us tor claims paid by Medicaid. 

s. Loan:1l1g HA card to non-1'amUymembers. 

6. Sell.:t.ng MA c81"{1s. 
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