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Dear Dr. McDonald:

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the
State Constitution and Article I, Section 8 of the State Finance Law, we have followed up on the
actions taken by officials of the Department of Health (DOH) to implement the recommendations
contained in our initial audit report, Medicaid Program — Improper Fee-for-Service Pharmacy
Payments for Recipients With Third-Party Health Insurance (Report 2021-S-20).

Background, Scope, and Objective

DOH administers New York’s Medicaid program. Under the fee-for-service (FFS)
payment method, DOH makes Medicaid payments directly to health care providers for
services rendered to Medicaid recipients. Medicaid is the payer of last resort and when
Medicaid recipients have other third-party health insurance (TPHI) in addition to Medicaid
(e.g., employer-based coverage, Medicare Part D), FFS providers are required to coordinate
benefits with the recipient’s TPHI for payment prior to billing Medicaid. DOH uses post-payment
reviews to identify instances where a TPHI carrier may have been liable for the cost of services
provided to a Medicaid recipient. The Office of the Medicaid Inspector General (OMIG)
contracted with Gainwell Technologies (Gainwell) to identify and recover Medicaid payments
made for services that should have been paid for by a recipient’s TPHI.

The objective of our initial audit, issued May 11, 2023, was to determine if Medicaid
made inappropriate FFS payments to pharmacies on behalf of recipients who had TPHI
and, if so, whether appropriate recoveries were made. The audit covered the period from
July 2016 through June 2021. The audit determined DOH and OMIG lacked adequate oversight
of Gainwell’s recovery process to ensure all available recoveries on FFS pharmacy payments
were made. The audit also found claim processing improvements could be made to prevent
TPHI overpayments from occurring.


https://www.osc.ny.gov/state-agencies/audits/2023/05/11/medicaid-program-improper-fee-service-pharmacy-payments-recipients-third-party-health

The objective of our follow-up was to assess the extent of implementation, as of
February 7, 2025, of the eight recommendations included in our initial audit report.

Summary Conclusions and Status of Audit Recommendations

DOH and OMIG officials made minimal progress in addressing the problems we
identified in the initial audit report and additional actions are needed. In particular, officials had
not taken steps to look into and recover most of the FFS pharmacy payments identified in the
initial report. Also, although OMIG is now receiving reports as required by its contract with
Gainwell, including summary results of recovery efforts, OMIG was unable to provide evidence
it used these reports to monitor the completeness and timeliness of Gainwell’s recoveries.

We also found that DOH made eMedNY claims processing system enhancements, but the
enhancements did not capture the entirety of the issues identified in the initial audit. Of the initial
report’s eight audit recommendations, one was implemented, two were partially implemented,
and five were not implemented.

Follow-Up Observations

Recommendation 1

Review the $28.8 million in Medicaid payments for pharmacy services on behalf of recipients
with TPHI drug coverage and ensure overpayments are appropriately recovered, prioritizing
FFS claims that are approaching the 3-year window for recovery.

Status — Not Implemented

Agency Action — Our initial audit found Gainwell did not bill TPHI carriers for the recovery of
over $28.8 million in pharmacy claims where Medicaid paid as the primary insurance for
recipients who had TPHI coverage. Because Gainwell did not keep track of the claims
it excluded from its recovery efforts, the initial audit was unable to identify why about
$11.4 million of the over $28.8 million in claims were not in the recovery files. For the
remaining $17.4 million, we found these claims would have been potentially subject to at
least one of Gainwell’s edits that excluded claims from recovery. For example, we found
$12.6 million (of the $17.4 million) was improperly excluded from the recovery process
because Gainwell used an incorrect data field as the basis for its recovery decision.

We shared the details of our findings with OMIG at the conclusion of our initial audit.
Although OMIG officials stated they provided Gainwell with the details of our findings
for review and recovery, only $44,798 (0.16% of the $28.8 million) of the claims we
identified were recovered by the time of our follow-up. Under State and federal laws,
Gainwell, as the State’s third-party liability (TPL) contractor, must initiate the process
of recovering payments by billing the TPHI carriers within 3 years of the claim date of
service. Once the TPHI carrier is billed, Gainwell has up to 6 years from the submission
of the claim to enforce the right to recover any amount for which the TPHI carrier is
liable. Since the claims we identified were initially excluded from the recovery process,
and the 3-year window to initiate recoveries has passed, OMIG has now likely lost the
opportunity to enforce recovery of the claims we identified.



Recommendation 2

Assess the recoverability of the $8.6 million in Medicaid payments for pharmacy claims that
were billed to TPHI carriers but did not result in a recovery (due to carrier denials), and ensure
all necessary follow-up actions are taken to obtain appropriate recoveries, prioritizing the claims
that are approaching the 6-year window for recovery.

Status — Not Implemented

Agency Action — The initial audit identified 59,151 claims from the Gainwell recovery file, totaling
$8.6 million, which were denied recovery for reasons we determined to be administrative
in nature (TPHI carriers are not allowed to deny payment for certain administrative
reasons) and, with thorough follow-up action, should be rectified. OMIG officials stated
they provided Gainwell with the details of our findings for review and recovery. However,
only $72,982 (less than 1% of the $8.6 million) in additional TPHI recoveries were
made by the time of our follow-up. OMIG was unable to provide any evidence that the
initial audit findings were assessed for recoverability or that all necessary follow-up
actions were taken to obtain appropriate recoveries. We encourage OMIG to expedite a
review of claims from our audit findings that have not yet passed the 6-year window for
recovery.

Recommendation 3

Assess the TPL recovery process for FFS pharmacy services to identify all factors that
led to exclusions from TPHI carrier billings, and ensure corrective actions are taken where
appropriate.

Status — Not Implemented

Agency Action — The initial audit found Gainwell improperly excluded certain claims from TPHI
carrier billings. For example, $12.6 million in claims were improperly excluded from
the recovery process because Gainwell used an incorrect data field as the basis for its
recovery decision. In response to our initial audit, OMIG agreed that the TPL recovery
process, including Gainwell’s edits and business rules, should be regularly reviewed.
OMIG also agreed to confer with Gainwell on updates to claim types necessitating
exclusion or to business rules that may require further update and/or modification.

At the time of our follow-up, OMIG officials stated that they were not aware of any
updates or modifications to the exclusion rules related to pharmacy claims since the
initial audit. However, OMIG was unable to provide any evidence demonstrating that an
assessment of the recovery process was done.

Recommendation 4

Perform sufficient and ongoing monitoring of the TPHI recovery process for FFS pharmacy
claims to ensure the completeness and timeliness of recoveries, including obtaining and
reviewing all required reports per the contract, and monitoring FFS pharmacy claims that are
not billed to TPHI carriers and FFS pharmacy claims that are billed to TPHI carriers but do
not result in a recovery.



Status — Partially Implemented

Agency Action — The initial audit found DOH and OMIG provided inadequate oversight of the
TPL recovery process. For example, Gainwell did not send OMIG certain monthly
reports required by the contract, such as project statuses that include potential recovery
amounts, carrier denial percentages, or a summary of findings for each TPL recovery
project. Additionally, we found Gainwell’s recovery processes were guided by certain
business rules that improperly excluded recoverable claims, and, since Gainwell did not
track excluded claims, it did not report them to OMIG.

OMIG is now obtaining all reports required by the contract. Further, OMIG obtains two
additional reports: a monthly report of claims excluded from recovery attempts and

the reasoning behind the exclusion, and a quarterly report of claims where a recovery
attempt was made but the claim was subsequently denied by the TPHI carrier. Although
OMIG officials stated that the reports are reviewed prior to regularly scheduled monthly
meetings with Gainwell, they were unable to provide any evidence to show how their
review was used to ensure the completeness and timeliness of Gainwell recoveries.

Recommendation 5

Continue communication with providers to help ensure Medicaid FFS pharmacy providers
are aware of all eMedNY policies regarding TPHI with drug coverage.

Status — Implemented

Agency Action — Following our initial audit, DOH published two Medicaid Updates (DOH’s
official publication for Medicaid providers) relating to Medicaid FFS pharmacy services
and TPHI drug coverage. Medicaid Updates published in May 2023 and May 2024
remind pharmacy providers that Medicaid is the payer of last resort, and of the data
fields required on claim submissions.

Recommendation 6

Strengthen eMedNY TPHI claims processing controls to address the edit weaknesses identified
in the audit report, and require pharmacies to provide supporting documentation from the TPHI
when submitting zero-filled pharmacy claims.

Status — Partially Implemented

Agency Action — The initial audit determined that claims where the provider indicated TPHI
covered the service but TPHI payment wasn’t collected were not subject to DOH’s
invalid reject code edit in eMedNY. Although DOH added codes to the edit since our
initial audit, the codes do not apply to claims where the provider indicated that TPHI
covered the service but no payment was collected. According to DOH officials, updates
will be made to address this issue in a future system change.

As the payer of last resort, Medicaid generally pays the patient responsibility amount,
which is the balance that is not covered by TPHI that would otherwise be the financial
obligation of the recipient (e.g., coinsurance, copayments). Our initial audit found DOH
had implemented an edit to deny claims where no TPHI payment was collected and
there was a non-reimbursable patient responsibility amount description (e.g., sales tax
amount). However, there was no edit to require providers to enter values in either the
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patient responsibility amount field or the amount description field, and when these fields
were left blank, they were not subject to the non-reimbursable amount description edit.
According to DOH officials, an edit enhancement was made in May 2023 to address

this weakness. However, we found the edit was only triggered on claims indicating
commercial insurance coverage, and it did not apply to claims where Medicare or
Medicare Advantage coverage was indicated. As such, DOH should make further system
enhancements to help ensure all pharmacy claims with TPHI are paid appropriately.

Additionally, although DOH required certain zero-filled claims (claims indicating that no
TPHI was collected) to be accompanied by supporting documentation from the TPHI,
the same requirement did not apply to pharmacy claims at the time of our initial audit.
According to DOH officials, a system project estimated to be implemented in July 2025
would allow all providers to submit attachments to claims electronically. Upon completion
of the project, DOH should require zero-filled pharmacy claims to be accompanied by
supporting documentation.

Recommendation 7

Ensure Gainwell implements processes to initiate recovery efforts directly from pharmacies,
where appropriate.

Status — Not Implemented

Agency Action — Gainwell can seek recoveries directly from pharmacy providers when TPHI

carrier recoveries are unsuccessful. However, our initial audit determined Gainwell did
not recover directly from pharmacy providers due to the high volume of low-dollar claims.
State Medicaid programs can set threshold amounts for recoveries and may accumulate
billings until it would be cost-effective to seek reimbursement directly from providers.
Our initial audit found that, had existing threshold criteria that Gainwell used for direct
billing of other claim types been applied to the $8.6 million in pharmacy payments that
TPHI carriers denied, 1,874 pharmacies would have met the threshold for direct billing of
recoveries. In addition, Medicare (as a TPHI) will not accept a claim directly from a state
Medicaid program. As such, had Gainwell engaged directly with pharmacy providers, it
would have had the opportunity for recoveries of pharmacy claims involving Medicare
Part B, including the 76,421 claims totaling about $1.5 million (of $28.8 million) identified
in our initial audit.

At the time of our follow-up, Gainwell had not implemented a process to initiate
recoveries directly from pharmacy providers.

Recommendation 8

Periodically determine if the FFS pharmacy claim fields provided to Gainwell are sufficient and
being appropriately used by the contractor.

Status — Not Implemented

Agency Action — OMIG has not conducted any reviews of the FFS pharmacy claim fields

provided to Gainwell since our initial audit.



Major contributors to this report were Rebecca Chromey, Yueting Luo,
Jamala Benjamin-Hurdle, and Antonio DeMeo.

DOH officials are requested, but not required, to provide information about any
actions planned to address the unresolved issues discussed in this follow-up within 30 days
of the report’s issuance. We thank the management and staff of DOH for the courtesies and
cooperation extended to our auditors during this follow-up.

Very truly yours,

Christopher Morris
Audit Manager

cc: Melissa Fiore, Department of Health
Frank T. Walsh, Jr., Office of the Medicaid Inspector General



