
Division of Local Government  
& School Accountability

O f f i c e  o f  t h e  N e w  Y o r k  S t a t e  C o m p t r o ll  e r

Report of  Examination
Period Covered:

July 1, 2015 – December 31, 2016

2017M-174

Center Moriches Union 
Free School District
Medicaid Reimbursements

Thomas P. DiNapoli



	 		
	 Page

AUTHORITY  LETTER	 1

INTRODUCTION	 2	
	 Background	 2	
	 Objective	 2
	 Scope and Methodology	 3	
	 Comments of District Officials and Corrective Action	 3	

MEDICAID REIMBURSEMENTS	 4
	 Recommendations	 7

APPENDIX  A	 Response From District Officials	 8	
APPENDIX  B	 OSC Comments on the District’s Response	 13
APPENDIX  C	 Audit Methodology and Standards	 15	
APPENDIX  D	 How to Obtain Additional Copies of the Report	 16	
APPENDIX  E	 Local Regional Office Listing	 17	

Table of Contents



11Division of Local Government and School Accountability

State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability
	
December 2017

Dear School District Officials:

A top priority of the Office of the State Comptroller is to help school district officials manage their 
districts efficiently and effectively and, by so doing, provide accountability for tax dollars spent to 
support district operations. The Comptroller oversees the fiscal affairs of districts statewide, as well 
as districts’ compliance with relevant statutes and observance of good business practices. This fiscal 
oversight is accomplished, in part, through our audits, which identify opportunities for improving 
district operations and Board of Education governance. Audits also can identify strategies to reduce 
district costs and to strengthen controls intended to safeguard district assets.

Following is a report of our audit of the Center Moriches Union Free School District, entitled Medicaid 
Reimbursements. This audit was conducted pursuant to Article V, Section 1 of the State Constitution 
and the State Comptroller’s authority as set forth in Article 3 of the New York State General Municipal 
Law.

This audit’s results and recommendations are resources for district officials to use in effectively 
managing operations and in meeting the expectations of their constituents. If you have questions about 
this report, please feel free to contact the local regional office for your county, as listed at the end of 
this report.

Respectfully submitted,

Office of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Office of the State Comptroller
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Background

Introduction

Objective

The Center Moriches Union Free School District (District) is located 
in the Town of Brookhaven, Suffolk County. The District is governed 
by the Board of Education (Board) which is composed of five elected 
members. The Board is responsible for the general management 
and control of the District’s financial and educational affairs. The 
Superintendent of Schools (Superintendent) is the District’s chief 
executive officer and is responsible, along with other administrative 
staff, for the District’s day-to-day management under the Board’s 
direction.

The District operates three schools with approximately 1,650 students 
and 380 employees. Budgeted appropriations for the 2016-17 fiscal 
year were approximately $41.2 million, funded primarily with real 
property taxes and State and federal aid.  During the 2015-16 fiscal 
year, the District spent approximately $6 million on programs for 
students with disabilities. 

The District can receive Federal reimbursement for many special 
education services provided to Medicaid-eligible students by 
periodically submitting claims to the New York State (NYS) 
Department of Health (DOH). Claims must be supported by 
documentation of the services delivered to students and must be 
submitted within 18 months of the date that services were provided. 
The Central New York Regional Information Center (CNYRIC) 
provides school districts and vendors with a web-based application 
which allows them to submit claims, monitor student eligibility and 
claim status and reconcile the claims submitted to the remittances 
received.

The Assistant Superintendent for Student Services, Personnel and 
Instructional Technology oversees the District’s Special Education 
Program and reports directly to the Superintendent. The District 
contracts with a vendor to prepare, submit and resubmit its Medicaid 
claims for services provided to Medicaid-eligible special education 
students. 

The objective of our audit was to assess the District’s Medicaid 
reimbursement procedures. Our audit addressed the following related 
question:

•	 Is the District claiming all the Medicaid reimbursements to 
which it is entitled for the services provided to eligible special 
education students?
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Scope and
Methodology

Comments of
District Officials and
Corrective Action

We assessed the District’s Medicaid reimbursement procedures for 
the period July 1, 2015 through December 31, 2016. 

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix C of this report. Unless otherwise indicated in 
this report, samples for testing were selected based on professional 
judgment, as it was not the intent to project the results onto the entire 
population. Where applicable, information is presented concerning 
the value and/or size of the relevant population and the sample 
selected for examination.

The results of our audit and recommendations have been discussed 
with District officials, and their comments, which appear in Appendix 
A, have been considered in preparing this report. District officials 
disagreed with certain aspects of our findings and recommendations 
in our report, but indicated that they planned to implement some of 
our recommendations. Appendix B includes our comments on the 
issues raised in the District’s response letter.

The Board has the responsibility to initiate corrective action. 
Pursuant to Section 35 of General Municipal Law, Section 2116-a 
(3)(c) of New York State Education Law and Section 170.12 of the 
Regulations of the Commissioner of Education, a written corrective 
action plan (CAP) that addresses the findings and recommendations 
in this report must be prepared and provided to our office within 90 
days, with a copy forwarded to the Commissioner of Education. To 
the extent practicable, implementation of the CAP must begin by 
the end of the next fiscal year. For more information on preparing 
and filing your CAP, please refer to our brochure, Responding to an 
OSC Audit Report, which you received with the draft audit report. 
The Board should make the CAP available for public review in the 
District Clerk’s office.
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Medicaid Reimbursements

The NYS State Education Department (SED) and DOH jointly 
established the School Supportive Health Services Program (Program) 
to help school districts obtain Medicaid reimbursement for certain 
diagnostic and health support services provided to eligible students 
with individual education plans (IEPs). To administer the Program, 
DOH has developed a monthly fee schedule for reimbursable 
services. Using the fee schedule, school districts can submit Medicaid 
claims for the gross amounts eligible for reimbursement. Medicaid 
reimbursements for services provided to eligible special education 
students are an important potential revenue source. To ensure that 
all eligible services are claimed and reimbursed, it is essential that 
District officials establish written policies and procedures that outline 
the process. In addition, it is important to review any disallowed 
amounts to identify claims that can be resubmitted.

The District can submit Medicaid claims for reimbursement of services 
provided to Medicaid-eligible students for whom the District has 
developed an IEP. IEP-related services that are eligible for Medicaid 
reimbursement include physical, occupational and speech therapies, 
psychological counseling, skilled nursing services and special 
transportation required for their disability. All Program services are 
reimbursed using an encounter-based claiming methodology, based 
on fees established by DOH. To submit a claim, the District must 
have parental consent for the services, obtain prescriptions detailing 
the medical necessity of the services and document that the services 
were performed. In addition, the District must ensure the services 
are provided by licensed and registered practitioners or under the 
supervision of a licensed practitioner. 
 
District officials did not claim a total of $192,0631 in costs for IEP-
related services provided to Medicaid-eligible students during the 
audit period. Specifically, the District did not submit claims for 
reimbursable IEP-related services provided to the 10 students in our 
sample that could have generated revenue of $16,000 because the 
District did not obtain prescriptions, the service providers did not meet 
certain qualifications for reimbursement or the service provider did 
not provide the proper documentation for claiming reimbursement. 
In addition, the District did not obtain the parental consent required 
to bill Medicaid for 60 students who received IEP-related services, 
which would have resulted in revenue of $101,670. Finally, the 

1	 NYS is entitled to half this amount, which is collected by deducting the amount 
from future State aid payments.
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District did not submit claims for reimbursable IEP-related services 
provided to 46 students because the services were provided by a 
therapist who did not have the licensing required to be eligible for 
Medicaid reimbursement. Had the District used a properly licensed 
therapist, it could have received $74,393 in revenue. 

IEP – Related Services – The District contracts with a vendor, who 
provides an online software application to record the information 
necessary to submit Medicaid claims (prescriptions, parental 
consents, provider encounter details, etc.). The vendor identifies 
the population of classified Medicaid-eligible students and submits 
claims for reimbursement on the District’s behalf. The special services 
clerk (clerk) is responsible for entering prescriptions and parental 
consents received into the vendor’s software application. The service 
providers (both District employees and third parties) are responsible 
for regularly entering the details of the services they provided 
(service encounters).  When service encounter details are complete 
and the other documentation has been obtained and entered by the 
District, the vendor obtains approval from the clerk and processes the 
Medicaid claims.

The District provided IEP-related services to 105 Medicaid-eligible 
students during the audit period. We reviewed the records related to 
services provided to 10 of these students2 and found that 42 IEP-
related services totaling $27,500 were eligible for reimbursement. 
The District claimed reimbursement for 17 of the 42 eligible IEP-
related services totaling $11,500. Reimbursements were not claimed 
for 25 services totaling $16,000, for the following reasons:

•	 14 services totaling $8,150 were provided by unlicensed 
providers.

•	 Seven services totaling $4,900 were missing prescriptions. 

•	 Four services totaling $2,950 were missing service encounter 
details or the detail did not match the prescribed services.

District staff told us this occurred because at that time the clerk 
was not trained on how to use the vendor software application error 
reports. Without formalized procedures for obtaining the required 
prescriptions and correcting missing or inaccurate provider encounter 
details, District officials cannot be assured that all Medicaid-eligible 
claims are submitted and reimbursement revenues are maximized. If 
these services are still within the 18-month reimbursement window, 
the District can submit eligible claims. 

2	 See Appendix C for sampling methodology
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Parental Consent – The clerk mails consent requests, at the beginning 
of each school year, to all parents of Medicaid-eligible special 
education students for which the District has not already received 
a consent form. Once a parental consent is received, it is valid for 
the student’s entire school career unless there is a change in the type 
of service, amount of service or the cost of services are charged to 
insurance or public benefit. In these cases, a new parental consent is 
required. Although District staff requested consent from the parents 
of all 105 Medicaid-eligible students, parents of 60 students did not 
respond.3  The District does not have procedures to follow up with 
parents who do not respond.

As a result, District officials were not able to bill Medicaid for the 
otherwise reimbursable services. Had District officials obtained the 
required parental consent, we estimate that the District could have 
claimed and received revenue of $101,6704 for the reimbursable 
services prescribed to those 60 students. We encourage District 
officials to pursue parental consent to maximize revenue for Medicaid 
eligible services that are otherwise properly documented. 

Psychological Counseling - For a related service to be reimbursable, 
among other requirements, service providers are required to meet 
certain qualifications. Psychological counseling services must be 
provided by a licensed and registered practitioner or be provided 
under the supervision of a licensed practitioner.5 Licensed master 
social workers (LMSWs) must receive supervision from a licensed 
and registered psychiatrist, psychologist or licensed clinical social 
worker (LCSW). Supervision requirements applicable to LMSWs 
providing Program services are defined by SED’s Office of the 
Professions. 

The District employs social workers who provide IEP-prescribed 
psychological counseling services. Psychological counseling services 
were provided to 51 of the 105 Medicaid-eligible students. The District 
did not claim reimbursement for 46 students who received either 
group or individual psychological counseling services prescribed on 
their IEPs during the audit period.6  Because the social workers are not 
supervised by a licensed and registered therapist, none of the services 

3	 Parents of two students contacted the District to refuse consent.
4	 NYS is entitled to half this amount, collected as a deduction from future State aid 

payments.
5	 Provider qualifications and documentation requirements are for Medicaid 
reimbursement purposes and may not correspond exactly to criteria for 
the provision of special education services as required by Individuals with 
Disabilities Education Act (IDEA). School districts must also be in compliance 
with the IDEA provisions.  

6	 An additional five students who received psychological counseling services 
totaling $6,700 were included in our testing of IEP-related services.
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are eligible for Medicaid reimbursement and District officials did not 
bill Medicaid for these otherwise reimbursable services.

District officials have told us that retaining therapists with the 
licensing required for Medicaid reimbursement is not always possible 
and may not be cost beneficial. We estimate the lost revenue from 
the unclaimed psychological counseling reimbursements totaled 
$74,393.7 

District officials should: 

1.	 Establish procedures to ensure that all documentation 
requirements for the claims reimbursement process are 
met, including parental consents, prescriptions and service 
encounter details.

2.	 Ensure all IEP-related services are provided by, or under the 
supervision of, a licensed therapist as required for Medicaid 
reimbursement. 

3.	 Review all identified unclaimed amounts and if these services 
are reimbursable and still within the 18-month reimbursement 
window, submit eligible claims.

Recommendations

7	 NYS is entitled to half this amount, collected as a deduction from future State aid 
payments.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District officials’ response to this audit can be found on the following pages.

The District’s response letter includes an attachment that supports the response letter. Because the 
District’s response letter provides sufficient detail of its actions, we did not include the attachment in 
Appendix A.
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See
Note 1
Page 13

See
Note 2
Page 13
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Note 4
Page 13
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Note 4
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Note 4
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Note 10
Page 14
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See
Note 11
Page 14
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See
Note 11
Page 14
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APPENDIX B

OSC COMMENTS ON THE DISTRICT’S RESPONSE 

Note 1

The unlicensed provider category also included services for speech therapy.

Note 2

The missing prescription category included services that were provided. In order for the District 
to submit a claim, District staff must obtain the prescriptions detailing the medical necessity of the 
services.
 
Note 3

During fieldwork, District officials told us that records are not periodically reviewed to verify all 
claims are submitted and paid. For example, our testing indicated there were instances where service 
providers did not supply documentation for services that were provided because they were not aware 
the students were Medicaid eligible. As a result, the respective claims were not submitted.
 
Note 4

We revised the report to reflect additional information provided to us at the exit conference. Findings 
related to 10 students (eight from other districts, one residentially placed and one homeless) have been 
removed from the report. The remaining 45 students were correctly included in our findings.

Note 5
 
During fieldwork, District officials provided a report which included all consents received and recorded 
by the District for the audit period. These 14 students were not included on the list. Further, we 
reviewed hard copy consent forms and consent forms for these 14 students were not on file. Also, three 
of the parental consents provided at the exit conference were dated in June 2017, after the December 
31, 2016 audit period end date.

Note 6

Written and verbal parental refusals were also included in the report provided by District officials. The 
report indicated that the parents of two students in our sample refused to provide consent. These nine 
families were not included in that report. 

Note 7

These four students were indeed ineligible for a part, but not all of the audit period. The dollar amounts 
included in the report are calculated using their eligibility periods.
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Note 8

All exit dates were taken into consideration during fieldwork. Additional information provided by 
District officials at the exit conference included six students, not seven, with indicated exit dates. Four 
students left the District after the audit period and two exited during, one in August 2015 and one in 
June 2016. The amounts included in the report are calculated using the dates the students attended the 
District.

Note 9

District officials indicated that their procedure is to request consents for all students who receive 
services and are Medicaid eligible. The type of service was not identified as a factor for obtaining 
consent forms. Further, because the District is unable to claim reimbursement for psychological 
counseling services for these 11 students, dollar amounts are not included in the amount calculated 
and reported as uncaptured revenue in our report.

Note 10

During fieldwork, District officials told us their procedure for obtaining parental consents is to mail 
request forms annually to parents of students receiving services that do not have a consent or a refusal 
already on file. When asked specifically if District staff made phone calls to parents who did not 
respond to the annual mailing, we were told they did not. Further, at no point during the numerous 
interviews were we told about any attempt to obtain the form at the student’s annual review meeting 
each year.

Note 11

The period for obtaining reimbursement for qualified services was temporarily extended to 18 months 
during the audit period. 
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

To achieve our audit objective and obtain valid evidence, we performed the following procedures:

•	 We interviewed District officials, District personnel and the vendor involved with the Medicaid 
reimbursement process.

•	 We reviewed the Medicaid reimbursement reports to determine the amount of related services 
reimbursed to the District.

  
•	 The District provided IEP-related services to 122 students. Sixteen students were the 

responsibility of other districts and one was residentially placed and therefore were excluded 
from the population. The District obtained parental consent for 43 of the 105 students in the 
population. We selected 10 of the 43 students (23 percent) to verify claims were submitted and 
payment received for all reimbursable services provided during the audit period.

•	 We estimated the dollar amount of Medicaid-reimbursable services provided to 60 students by 
reviewing student IEPs, student dates of Medicaid eligibility and applying the applicable DOH 
reimbursement rate to the prescribed services. 

•	 We estimated the dollar amount of Medicaid-reimbursable psychological counseling services 
by reviewing student IEPs, student dates of Medicaid eligibility and applying the applicable 
DOH reimbursement rate to the prescribed services. 

We conducted this performance audit in accordance with GAGAS. Those standards require that we 
plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for our findings and conclusions based on our audit objective. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit objective.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Office of the State Comptroller
Public Information Office
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 
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APPENDIX E
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller

Gabriel F. Deyo, Deputy Comptroller
Tracey Hitchen Boyd, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Office of the State Comptroller
State Office Building, Suite 1702
44 Hawley Street
Binghamton, New York  13901-4417
(607) 721-8306  Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins Counties

BUFFALO REGIONAL OFFICE
Jeffrey D. Mazula, Chief Examiner
Office of the State Comptroller
295 Main Street, Suite 1032
Buffalo, New York  14203-2510
(716) 847-3647  Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Office of the State Comptroller
One Broad Street Plaza
Glens Falls, New York   12801-4396
(518) 793-0057  Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

Serving: Albany, Clinton, Essex, Franklin, 
Fulton, Hamilton, Montgomery, Rensselaer, 
Saratoga, Schenectady, Warren, Washington Counties

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
Office of the State Comptroller
NYS Office Building, Room 3A10
250 Veterans Memorial Highway
Hauppauge, New York  11788-5533
(631) 952-6534  Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau and Suffolk Counties

NEWBURGH REGIONAL OFFICE
Tenneh Blamah, Chief Examiner
Office of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, New York  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Columbia, Dutchess, Greene, Orange, 
Putnam, Rockland, Ulster, Westchester Counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Office of the State Comptroller
The Powers Building
16 West Main Street, Suite 522
Rochester, New York   14614-1608
(585) 454-2460  Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates Counties

SYRACUSE REGIONAL OFFICE
Rebecca Wilcox, Chief Examiner
Office of the State Comptroller
State Office Building, Room 409
333 E. Washington Street
Syracuse, New York  13202-1428
(315) 428-4192  Fax (315) 426-2119
Email:  Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties

STATEWIDE AUDITS
Ann C. Singer, Chief Examiner
State Office Building, Suite 1702 
44 Hawley Street 
Binghamton, New York 13901-4417
(607) 721-8306  Fax (607) 721-8313


	Table of Contents
	Authority Letter
	Introduction
	Background
	Objective
	Scope and Methodology
	Comments of District Officials and Corrective Action

	Medicaid Reimbursements
	Recommendations

	Appendices
	Response From District Officials
	OSC Comments on the District's Response
	Audit Methodolgy and Standards
	How to Obtain Additonal Copies of the Report
	Local Regional Office Listing




