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November 14, 2019 

How to Stay Ahead of Key Compliance Pitfalls for Behavioral Health 
Providers 
 
Case 1: Company A - Too Much Too Fast 
(Facts summarized, excerpted and de-identified from actual report by NH DOJ CTU). 

Company A was a New Hampshire charitable organization that provided an array of 
services relating to substance use disorder (SUD). After an investigation by the Department 
of Justice Charitable Trusts Unit (CTU) resulting from a report of financial issues, a court 
ordered a receiver to be appointed for Company A, whereupon all programs and services 
were transferred to other providers and the Received filed for bankruptcy on behalf of 
Company A.  

Leading up to the troubles, Company A had begun to offer additional services in response 
to the opioid crisis, such as respite housing, treatment and supports, beyond its historic 
service array. At the same time, Company A was expanding its services, there emerged an 
increased availability of payment for SUD treatment. That availability arose from NH’s 
adoption of Medicaid expansion in 2014, as well as the addition of SUD treatment as a 
benefit under Medicaid and private insurance plans. To obtain these payments, Company A 
was required to submit individual claims per unit of service provided. These changes 
created challenges to implement billing systems and to find credentialed staff who could 
properly account for units of service and submit proper claims to payers.  

Company A more than doubled its staffing and budget over three years, however, cash flow 
did not keep up. Company A did not have staff experienced with billing for services, and did 
not submit proper, or on occasion any, claims for services to health insurance companies 
including Medicaid Managed Care Organizations. Company A’s executive director, who 
reluctantly took on the position, had significant skills in many important areas but no 
meaningful experience in health care finance or management. Company A was expanding 
rapidly yet had no clear plan for management of the expanded growth.  

Like all New Hampshire charitable non-profit organizations, Company A is governed by a 
Board of Directors who, in this instance, failed to perform its duties under the law in 
providing oversight and direction for the organization. It failed to adequately review and 
monitor Company A’s finances and acquiesced to program growth without a cohesive 
strategy.  The Board had weak leadership and little turnover (many served on the Board for 
years) which contributed to a sense of stagnancy. It also failed to review large conflict of 
interest transactions between Company A and a director’s employer, even though New 
Hampshire law requires strict adherence to certain protocols to approve any such 
contracts.  
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As a general matter, and throughout its history, Company A served less affluent clients who 
could not afford to pay for their treatment.  As a result, Company A was more dependent 
upon grants from government sources, including DHHS. It is received funding from sources 
such as Granite United Way and private foundations. Through FY 2015, Company A’s 
government funding had come from block grants to run specific programs, however, in 
2016, Company A transitioned to providing services covered by insurance during its final 
years and simply lacked the business acumen to implement appropriate coding, coverage 
and recoupment processes. To manage this shift in revenue source, Company A had to 
master the process of coding and submitting a separate insurance claim for each service 
provided to each client. Instead of receiving an annual government subsidy for operating a 
program, Company A needed to prepare many individual claims. All the third party 
insurance companies (the “payers”) used different forms, had different provider eligibility 
requirements and offered somewhat different coverage.  

For the period 2014 through 2017, claims reimbursement for service performed increased 
by 63 percent per year. Demand for services also increased. Due to developments in the 
emergency opioid response delivery system, Company A became the sole referral outlet for 
emergency SUD services. To cope with the increased volume of emergency referrals, 
Company A took over additional services and supports including respite shelter, case 
management and supported referrals. Company A also took on responsibilities to the Drug 
Court program.  

Because of increasing demand for services, Company A hired additional staff (although 
recruiting was difficult due to pay scale), but had difficulties finding employees with 
sufficient credentials to meet the billing requirements of Medicaid and insurance 
companies. Staff also were not used to demand of billing for services, and often didn’t 
review records and bills when required by payment rules, or document accordingly. 
Clinical notes did not match services billed. Services were provided by staff who did not 
meet the licensing requirements for billing. Company A’s plan to contract out its billing 
functions never happened.   

Company A often reverted to its historic billing practices, which included submitting claims 
to the Bureau or Drug and Alcohol Services because the process was “easier”, when the 
services should have been billed to Medicaid or a third party insurance company. 
Furthermore, BDAS did not have protocols in place to appropriately reject the erroneous 
invoices submitted by Company A.  

Company A’s financial situation deteriorated. Because it had been grant funded, it had built 
up few cash reserves, and no endowment. Grant funds were available only for specific 
projects. Company A’s only revolving line of credit was secured by its only owned real 
estate. Accounts payable became delinquent, Company A couldn’t make payroll and 
stopped paying required payroll taxes. 
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Company A’s Executive Director asked the Board for assistance with regard to finances, 
help in planning and the potential to seek support from partner organizations.  The 
situation, however, deteriorated to the point of government intervention and receivership.  

Questions:  

1) What went wrong?  
2) Who are those in governance responsible for responding to red flags?  
3) How do mission driven organizations respond to “please do more?” 
4) What is your role in your mission driven organization?  
5) How do you ask for help?  
6) What do you do if you identify organizational risks?  

 

 
 


