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Re:  Report 2008-F-43 
 
Dear Ms. Joslin: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution; and Article II, Section 8 of the State Finance Law, we have followed up on the actions 
taken by officials of the Group Health Incorporated (GHI) and Value Options to implement the 
recommendations contained in our audit report, New York State Health Insurance Program -
Payments for Mental Health and Substance Abuse Services (Report 2007-S-12).   
 
Background, Scope and Objective 
 

The Department of Civil Service oversees health insurance programs for active and retired 
state, and local government and school district employees and their dependents.  The primary such 
program is the Empire Plan.  The Empire Plan is administered by private contractors.  Group Health 
Incorporated (GHI) was responsible for the Plan’s mental health and substance abuse-related 
coverage through December 31, 2008. 
 

Our initial audit report was issued on November 6, 2007 and examined claims paid by GHI 
(for which GHI was reimbursed by the State) for the four-year period ended December 31, 2006.  
Based on our audit, we determined that the State overpaid GHI by $96,178 as a result of duplicate 
payments and voided or recovered payments.  We also determined that GHI did not report voided 
and recovered claims to the State. As a result of our audit, we recommended that GHI: refund the 
$96,178 in overpayments; ensure all voided and recovered payments be reflected in payment data 
supplied to the State; determine whether GHI was reimbursed for other voided or recovered 
payments not reflected in payment data supplied to the State; and not re-use voided check numbers. 

 
The objective of our follow-up was to assess, as of January 22, 2009, the extent of 

implementation of the four recommendations included in our initial audit report. 
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Summary Conclusions and Status of Audit Recommendations 
 

We found that GHI officials made limited progress in addressing the issues we identified in 
our initial report.  Of the four recommendations from the initial report, we determined that one 
recommendation was implemented, two recommendations were not implemented, and one is no 
longer applicable.  We concluded that GHI should take appropriate actions promptly to sufficiently 
address certain unresolved matters from our initial report. 
 
Follow-up Observations 
 

Recommendation 1 
 
Refund $96,178 to the State.  
 
Status - Implemented 
 
Agency Action - GHI refunded the $96,178 in question to New York State through a credit on the 

annual payment settlement for 2008.  
 

Recommendation 2 
 
Ensure that all voided and recovered payments are reflected in the payment data that is provided 
to the State for reimbursement purposes. 
 
Status - Not Implemented 
 
Agency Action - At the time of our follow up review, GHI had not taken action to address this 

recommendation. 
 

Recommendation 3 
 
Determine whether GHI was reimbursed for any other voided or recovered payments during our 
four-year audit period, and if so, refund these reimbursements to the State. 
 
Status - Not Implemented 
 
Agency Action - At the time of our follow up review, GHI had not taken action to address this 

recommendation. 
 

Recommendation 4 
 
Do not re-use voided check numbers. 

 
Status - Not Applicable 
 
Agency Action - As of January 1, 2009, GHI is no longer the NYSHIP mental health and substance 

abuse insurance carrier.  As a result, this recommendation is no longer applicable. 
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Major contributors to this report were Robert Wolf and Wendy Matson. 
 

We would appreciate your response to this report within 30 days, indicating any actions 
planned to address unresolved issues discussed in this report.  We thank the management and staff of 
GHI and Value Options for the courtesies and cooperation extended to our auditors during this 
process. 
 

Very truly yours, 
 
 
 
 

Brian E. Mason 
Audit Manager 

 
 
cc: Ms. Marian Kennedy, DCS 
 Mr. Erhard Krouse, GHI 
 Mr. Thomas Lukacs, DoB 
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