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Office of Legislative Auditor

Executive Summary

Performance Audit
Department of Health and Hospitals
Non-Emergency Medical
Transportation Program

The Department of Health and Hospitals' (DHH)
Bureau of Health Services Financing is responsible for
administering the Medicaid Non-Emergency Medical
Transportation (NEMT) Program in Louisiana. Our
performance audit of the NEMT Program found that:

¢+ Louisiana's NEMT Program reimbursements have
increased nearly 800 percent from $7.5 million in
1985 to $65.8 million in 1993, In 1993,
approximately 75 percent of the program costs
were provided by the federal government.

¢ Qur analysis of one of Louisiana's eight NEMT
service regions found $2.4 million, or 46 percent,
of all reimbursements in that region did not match
authorizing information and therefore were
questionable,

¢+ DHH has no written criteria for setting and
adjusting provider reimbursement rates.

¢ Other states examined use a variety of
transportation providers; however, Louisiana
predominantly uses for-profit providers.

¢+ Many recommendations, contained in past reviews,
to improve Louisiana's NEMT Program have not
been implemented.

* NEMT's post-payment review process may allow
for some inflated claims by small volume providers
to go undetected.

Daniel G. Kyle, Ph.D., CPA, CFE, Legislative Auditor
Phone No. (504) 339-3800
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Background

This audit of the Non-Emergency Medical Transportation
(NEMT) Program was conducted by the Legislative Auditor's
Performance Audit Division. The audit objectives were to:

¢+ Examine the reasons for the high operating costs of the
program.

* Examine transportation provider reimbursements for a
selected region of the state.

Federal regulations require that a state provide Medicaid
recipients with transportation to covered medical services when
they lack any other means of transportation. Most medical
services are covered, with the exception of transportation to and
from pharmacies and, in most cases, transportation to and from
nursing homes and rehabilitation facilities.

In 1979, a federal court determined that Louisiana's
Medicaid transportation plan was deficient. Louisiana entered
into a consent decree which required it to notify Medicaid
recipients of the availability of non-emergency medical
transportation and to provide this medical transportation at no
cost to the recipients. Before that time, Louisiana state
employees used their own cars or state vehicles to provide
non-emergency medical transportation to Medicaid recipients on
an as-needed basis.

Louisiana chooses to classify its NEMT Program as an
optional medical service. In doing so, the program is reimbursed
at Louisiana's federal medical assistance rate which for fiscal
year 1993 was approximately 75 percent. Consequently,
Louisiana is required to allow recipients "freedom of choice" in
selecting a transportation provider. However, the federal
government can grant a waiver to this freedom of choice
provision. Louisiana has a waiver that applies to the entire state;
however, it is currently implemented in only the Region 1 (New
Orleans) area.
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In 1993, total NEMT Program costs in Louisiana were
$65.8 million. State funds accounted for $17.0 million (26.3
percent), with the remaining $48.8 million (73.7 percent) being
provided by the federal government. This was a 782 percent
increase in program costs since 1985 when costs were $7.5
million.

A review of provider reimbursement claims for the period
November 1, 1992, through October 31, 1993, revealed that a
total of 1,242,407 trips were paid by DHH. Total provider
reimbursements for these trips were $60.2 million, with the
average amount paid per trip being $48.44. Total reimburse-
ments and average payment per trip were lowest in Region 1.
Unlike the other seven regions, Region 1 has a single NEMT
provider who is reimbursed a flat fee per trip.

Four studics have been performed on Louisiana's NEMT
Program, with the first done in 1980 and the last in 1992. Two
of the studies examined the whole program and two focused on
the use of sole providers in three regions of the state. While
many cost control recommendations have evolved from these
studies, efforts to implement them have been minimal.

We found that no written criteria for setting or adjusting
reimbursement rates exist. Also, past studies have found that
reimbursement rates were excessive and not based on actual cost
data.

Our analysis of a DHH report dated June 30, 1993,
indicates that for-profit providers received 99.6 percent of all
reimbursements for fiscal year 92-93. This is an increase of 6.9
percentage points over the total amount paid to for-profit
providers from October 1, 1981, to June 30, 1983, as noted in a
report issued in 1984.

Arkansas, South Carolina, Texas, and Washington use a
variety of transportation providers in their programs, including
for-profit and not-for-profit providers, public transportation,
volunteers, and family members. These programs employ other
cost containment measures such as only paying for passenger
miles, negotiated bids for transportation services, coordination
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with other federally funded transportation programs, and using
mileage figures prepared by their highway departments.

Data analyzed for Region 7 during the period
February 1, 1993, through October 31, 1993, revealed
$5,309,176 was paid for claims submitted for reimbursement.
Of that amount, $2,210,809 was paid even though no authorizing
data from the dispatch center for the transportation could be
found and therefore were questionable. Other questionable
claims amounted to $244,070 (e.g., Medicaid identification
number did not match). Forty-six percent of all paid claims
were questionable, The current payment system does not
compare authorizing data to the data in the claims submitted for
payment,

The Department of Health and Hospitals performs a
post-payment review of all Medicaid claims as required by
federal regulations. The current review process for the NEMT
Program groups all transportation providers together when the
computerized statistical analysis is performed. This increases the
probability that small providers could abuse the program without
being detected. Once the statistical analysis program is
completed, providers are ranked according to the number of
exceptions noted. Those with the highest number of exceptions
may be subject to a preliminary investigation. If the findings of
this investigation reveal possible fraud, providers are required by
state law [LSA-R.S. 46:442(C)] to have a personal interview to
respond to evidence gathered during the review. Following this
investigation, the department may refer the case to other state or
federal agencies if the department has reasonable cause to believe
a violation has occurred. This meeting forewarns providers that
they are under review even before the case is referred to the State
Attorney General's Medicaid Fraud Control Unit (MFCU).

. |
Matter for Legislative Consideration

1. The legislature may wish to consider deleting the
requirement for a personal interview contained in
LSA-R.S. 46:442(C); or
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The legislature may wish to consider amending
L.SA-R.S. 46:442(C) so that referral to the MFCU is
mandatory instead of discretionary.

- ]
Recommendations

1.

The Department of Health and Hospitals should
establish a written policy for setting and adjusting
reimbursement rates. This policy should be based on
either actual cost information submitted by providers
and/or independent cost data from outside sources.

The Department of Health and Hospitals should
implement policies to ensure that dispatch centers send
authorizing data to UNYSIS, the fiscal intermediary.
The information sent should include at a minimum the
prior authorization number, date of service, Medicaid
recipient identification number, and provider
identification number.

The Department of Health and Hospitals should also
require the fiscal intermediary to use the authorizing
data to verify that claims for reimbursement were
autherized by the dispatch center. The claims to be
paid should be matched to the authorizing data before
the claims are paid.

Once the Department of Health and Hospitals has paid
a claim, the prior authorization number should be
cancelled so a second claim for the same trip cannot be
submitted and paid.

The Department of Health and Hospitals should require
the Surveillance and Utilization Review Section to
stratify providers into meaningful subgroups based on
volume.

The discrepancies regarding prior authorization
numbers and reimbursements should be thoroughly
investigated.
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Senate Resolution No. 23 of the 1993 Regular Legislative
Session directed the Legislative Auditor to conduct a performance
audit of Louisiana's Non-Emergency Medical Transportation
(NEMT) Program. The audit objectives were to:

* Examine the reasons for the high operating costs of the
program.

* Examine transportation provider reimbursements for a
selected region of the state.

Because of growing legislative awareness and concern
about NEMT Program costs, the Joint Commitiee on the Budget
created a subcommittee to address the problems contributing to
high program cost. This subcommittee asked the Legislative
Auditor to coordinate his review effort with the Legislative
Budget and Fiscal Offices in their study of the NEMT Program, a
project separate from this audit.

Since the last U. S. Health Care Financing
Administration (HCFA) oversight review in 1984, Louisiana's
NEMT expenditures have grown by nearly 800 percent, from
$7.5 million in 1985 to $65.8 million in 1993. Even though 75
percent of the costs of this program in Louisiana are paid by
the federal government, the state portion in 1993 is more than
twice the entire cost of the program in 1985. When compared
to other states in HCFA Federal Region VI, Louisiana has less
than 20 percent of the total Medicaid eligible persons in the
region but accounts for nearly 80 percent of the total dollars
spent for this program.

Louisiana's NEMT Program lacks effective and
centralized management. This point was highlighted ten
years ago in the HCFA oversight review of Louisiana's NEMT
Program. Since then, little progress has been made to solve
the fundamental problems of the program.
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Despite specific federal regulations mandating cost
effectiveness, Louisiana, unlike Arkansas, South Carolina,
Texas, and Washington, whose NEMT programs we
examined in this report, does not stress cost effective service
as a major objective.

Unlike these states, Louisiana predominantly uses
for-profit providers. For-profit providers in Louisiana
receive a higher rate of reimbursement than not-for-profit
providers for both pick-up fee and mileage. In addition, the
current rate structure used to determine these reimburse-
ments has no written guidelines and is not based on either
vehicle operational cost data from independent sources or
actual cost data from providers.

In our analysis of nine months of operations in
Region 7, 46 percent of all paid claims were questionable.
These questionable claims totaled $2,454,888. Discrepancies
range from duplicate billings to the absence of authorizing
information for trips taken. These could create a condition in
which providers are paid for unauthorized services or for
services never actually provided.

The Department of Health and Hospitals' post-
payment review process is deficient in monitoring claims
submission activities for all transportation providers. This
may allow small volume providers who are misusing the
program to escape detection. This linked with weakness in
the program payment system stem from oversight problems
within the Department of Health and Hospitals.

Before 1979, no formal program was in place in
Louisiana to provide non-emergency medical transportation to
Medicaid recipients. Employees of the Department of Health and
Human Resources - Office of Family Security provided
transportation using either state vehicles or their own private
vehicles.

During the 1970s, the states of Texas, Tennessee, and
Louisiana were involved in separate litigation regarding the
adequacy of transportation for the medically indigent. In 1979, a
federal court found Louisiana to be deficient in assuring
transportation services to its Medicaid recipients.
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The resulting consent decree required the state to notify Medicaid
recipients of the availability of transportation services at no cost
to them.

To comply, the Louisiana Department of Health and
Human Resources (DHHR) amended its Medicaid plan to allow
for the recruitment and enrollment of an adequate number and
variety of transportation providers. Clients obtained access to
these providers through local DHHR Office of Family Security
(OFS) offices, which were responsible for approving requests and
scheduling transportation services. During the program's first
year of operation, the budget was approximately $800,000.

Between federal fiscal years 1979 and 1983, Louisiana's
NEMT Program costs increased at an average annual rate of 60
percent to $5.3 million. Even though statec employees in some
OFS parish offices were still providing transportation with
personal or state-owned vehicles, program costs were still
growing rapidly. This increase led to a federal oversight review
in 1984 conducted by the Health Care Financing Administration
(HCFA). The report included the following three main findings:

* Louisiana relied too heavily on for-profit providers. The
state did not fully use other types of federally funded
transportation programs;

* No internal controls existed to verify authorization of
submitted claims; and

*+ Lack of controls and ineffective monitoring left the
NEMT Program vulnerable to substantial fraud and
abuse.

In 1988, the legislature split the Department of Health and
Human Resources into the Department of Social Services (DSS)
and the Department of Health and Hospitals (DHH). The overall
responsibility for the Medicaid Program was given to the
Department of Health and Hospitais; however, the responsibility
for approving recipients’ requests for transportation remained
with the Department of Social Services - Office of Family
Security.

Also, in 1988, DHH began allowing providers to submit
claims electronically. However, OFS continued to manually
document its approval of trips, which eventually proved
burdensome. As a result, responsibility for approving
transportation was transferred from OFS to DHH in 1992. By
February 1993, DHH contracted with two private companies to
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operate dispatch centers to authorize trips for six of the state's
eight regions. Once a trip was approved, the dispatch centers
would send the approval to the provider the Medicaid recipient
requested. Each provider was then responsible for determining
how the recipient would be transported. Although the contracted
scheduling program reduced the volume of paperwork required
by the manual OFS system, it was not designed to cross-check
authorizing information against the electronically submitted
claims of transportation providers. The vulnerability to fraud and
abuse found by HCFA in 1984 therefore remained. '

Since automation, the program has grown rapidly. In
1988, total expenditures excluding administrative costs were
$14.8 million with 206 certified non-emergency medical
transportation providers. By 1993, total expenditures excluding
administrative costs were $65.8 million with 421 certified
providers.

Medicaid regulations require states to implement
procedures to ensure efficient program operations. Other states
have controlled medical transportation expenditures by exploring
cost containment measures ranging from centralizing management
responsibilities to coordinating transportation with related
government programs. As a result, these states are operating
their programs at far less cost than Louisiana.

As a result of increased legislative interest, the fiscal year
1995 budget contains $28 million for the NEMT Program.
However, the 1979 consent decree requires the state to expend
whatever is needed for this program. Budget constraints alone
will not resolve program problems. This report identifies the
complexities associated with administering non-emergency
transportation in Louisiana, resulting cost implications, and
program options.

The Department of Health and Hospitals' Bureau of
Health Services Financing (BHSF) is the single state agency
responsible for administering the Medicaid Program in Louisiana.
The NEMT Program is just one of twenty-three Medicaid
programs administered by BHSF. HCFA sets general guidelines
for the NEMT Program and oversees compliance with federal
regulations.
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Exhibit 1
Non-Emergency Medical Transportation Program
Regional Boundaries and Dispatch Centers as of
October 1, 1993

Regions

I - New Orleans

2 - Baton Rouge

3 - Thibodaux

4 - Lafayette

5 - Lake Charles

6 - Alexandria

7 - Shreveport

8 - Monroe
Y% - Dispatch Centers

Morehouse
A

Bossier

' Lincols

Avayelles

Source: Map prepared by Legislative Auditor’s staff based on data received from DHH-BHSF.
St. Charles Parish, in Region 3, is serviced by the sole provider in Region 1.
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Exhibit 2

How Medicaid Recipients Access
Non-Emergency Medical Transportation

Medicaid recipient calls
dispatcher requesting
transpottation

e .
< -

-~ Dispatcher ™.
L determines if ‘

' - recipient is
<NO ‘ ) € T Medicaid

eligible

" Dispatcher determines ...

. o (‘/ if recipient has other possible \"}..
Transportation e YES €€ .. means of transportation
denied N . -

= 7

. B

Dispatcher sends
prior authorization
number and recipient's
transportation information
to the provider

Medicaid recipient
transported

Source: Prepared by Legislative Auditor's staff using information provided by DHH-BHSF.
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The department defines NEMT as transportation to all
medically necessary services covered by Medicaid, with certain
exceptions. These exceptions include: to and from a pharmacy;
from home to a nursing facility; from one nursing facility to
another, unless the beneficiary is transferred to a facility in his
service area in which there were no beds originally available; and
for rehabilitative services, unless authorized.

When Medicaid recipients need to access non-emergency
medical transportation, they call the dispatch center which
services their area. As can be seen in Exhibit 1, there are four
regional dispatch centers. Once the dispatch center determines
that the recipient is Medicaid eligible and has no other means of
transportation, a unique identification number, called a prior
authorization (PA) number, is issued for each trip (See
Exhibit 2). This number is only to be used once by a provider to
submit a claim for reimbursement,

Under federal Medicaid regulations, recipients in
Louisiana have freedom of choice in selecting the provider who
will transport them. The recipient can choose from a variety of
for-profit and not-for-profit providers. If the recipient does not
have a preference, a provider will be assigned by the dispatch
center on a rotating basis, from a list of available providers.

The state's 64 parishes are divided into eight administra-
tive regions. As illustrated by Exhibit 1 on page 5, the eight
regions are centered around the cities of New Orleans, Baton
Rouge, Thibodaux, Lafayette, Lake Charles, Alexandria,
Shreveport, and Monroe. In all regions of the state, except for
the regions of New Orleans and Baton Rouge, contracted dispatch
centers receive and approve Medicaid recipients' requests for
transportation. The dispatch centers for the Baton Rouge and
New Orleans regions are staffed by DHH employees.

Fifty-nine of the state’s 64 parishes are serviced by
multiple providers. These providers are reimbursed based on a
pick-up fee and mileage. The remaining five parishes are
serviced by a sole provider who is reimbursed on a flat fee per
trip basis. These five parishes include all four parishes in
Region 1 and St. Charles Parish in Region 3. The state is
allowed to use a sole provider because a freedom of choice
waiver for Region 1 and parts of Regions 2 and 3 was obtained in
1988 from HCFA. However, in 1991, Regions 2 and 3 went
back to the multi-provider system. In 1992, the waiver was
expanded to all parishes of the state but is not currently being
implemented by all regions.
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Administration of the NEMT Program is divided between
two sections within BHSF. These two sections are the Program
Operations and the Program Integrity Sections. One Program
Specialist in the Program Operations Section is responsible for
establishing operational policy, monitoring contracts, resolving
disputed claims, and answering procedural questions that are
raised by transportation providers. This person also performs
these same functions for ten other Medicaid programs. Field
coordinators in the Program Integrity Section handle the
day-to-day oversight of transportation providers. Their
responsibilities are limited to the NEMT Program. Responsi-
bilities include certifying new providers, inspecting providers'
vehicles, ensuring liability insurance is maintained, and investi-
gating complaints of possible fraudulent activity.

The Surveillance and Utilization Review Section (SURS)
i$ under the Program Integrity Section. This section is mandated
by federal Medicaid regulations to provide a post-payment review
process for all services provided under a state Medicaid plan.
SURS uses a three step process of discovery, investigation, and
remedial action, Because of the volume of information, a com-
puterized statistical program is used to review all claims to
identify providers and recipients most likely to misuse the
system. This SURS report is run on a quarterly basis. The
SURS process is explained in greater detail in Chapter 3.

For fiscal year 1993, $3.7 billion was spent on the
Medicaid Program in Louisiana. Of that amount, $65.8 million,
or 1.7 percent, was paid to NEMT providers. Medicaid
regulations allow states to classify NEMT either as an adminis-
trative expense or as an optional medical service. The method
states choose determines how costs for the program will be
shared by the state and federal governments. If a state chooses
the administrative expense method, it receives 50 percent federal
funding. If the state's program is classified as an optional
medical service, it is reimbursed at the state's federal medical
assistance rate, which varies from year to year.

Louisiana's NEMT Program is reimbursed as an optional
medical service. By choosing this option, Louisiana is required
to give recipients freedom of choice as to who will furnish
transportation. For fiscal year 1993, the federal medical
assistance rate for Louisiana was approximately 75 percent.
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Therefore, the federal government provided $48.8 million and
the state $17.0 million of the total NEMT cost of $65.8 million.
These NEMT figures include only payments to providers.
Administrative costs are not included.

This audit was conducted under the provisions of Title 24
of the Louisiana Revised Statutes of 1950, as amended. All
performance audits of the Legislative Auditor's Office are
conducted in accordance with generally accepted government
auditing standards as promulgated by the Comptroller General of
the United States. Preliminary audit work began in August 1993
and fieldwork was completed in March 1994.

We reviewed federal and state laws pertaining to the
Medicaid Program with specific emphasis on the NEMT
Program. We also reviewed the April 19, 1979, NEMT consent
decree. In addition, we studied the sections of the state Medicaid
plans from 1978 to the present that pertained to the NEMT
Program. We also examined BHSF's provider transportation
manuals.

We contacted the U.S. Department of Health and Human
Services, the U.S. Department of Transportation, and the
National Center of Statistics and Analysis to obtain information
on non-emergency medical transportation services and to identify
cost effective state programs. In addition, we coordinated our
review activities with the Legislative Fiscal Office in surveying
the NEMT programs of 11 Southern states.

QOur inquiry into these states' programs resulted in the
selection of Arkansas, South Carolina, and Texas as having
programs which emphasize cost containment measures such as
centralized management, diversity of transportation modes, and
coordination. In addition, the State of Washington was chosen
because it uses a brokered system and the program is charged to
the federal government as an administrative expense. We ob-
tained and reviewed policy manuals from these four states and
visited with program personnel in the states of Texas and
Arkansas.

We conducted interviews with BHSF employees,
personnel of the Medicaid fiscal intermediary (UNISYS), State
Public Service Commission staff, and the head of the Louisiana
Department of Justice Medicaid Fraud Control Unit (MFCU).
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We reviewed internal memoranda and executive bulletins to
determine the history of the program. We also toured the state's
four regional dispatch centers and the business offices of the
state's largest transportation provider and a medium-sized
provider.

Senate Resolution No. 23 resolved "that the legislative
auditor conduct an audit of the non-emergency medical
transportation costs in a parish selected by the auditor at random
which can be used as an example.” We found that sampling a
single parish would not give a true picture of what has been
occurring with the program because of the differences in cost
between an urban parish and a rural parish. Therefore, we
determined that to provide an accurate view of the program
operations to the legislature, an entire region of the state should
be sampled.

Our determination of which region to sample was based
on accessibility and the characteristics of each region. We were
informed by DHH that providers in one parish of Region 8
(Monroe) were under investigation. This led us to eliminate it
from consideration. Region 6 (Alexandria) was not considered
for sampling purposes because of its close proximity to the parish
providers in Region 8 that are under investigation. Regions 1
(New Orleans) and 2 (Baton Rouge) were excluded because of
the manual operation of dispatching procedures for these two
areas. Region 3 (Houma) was excluded because St. Charles
Parish is serviced by a sole provider, This left Regions 4
(Lafayette), 5 (Lake Charles), and 7 (Shreveport) for consid-
eration.

Of these three regions, Region 7 had the second largest
number of providers, the largest population, and the largest
number of parishes. These factors, along with the fact that
Region 7 has large urban and rural areas, caused us to select that
region.

To examine NEMT costs in Region 7, we obtained
provider reimbursement information from the UNISYS computer
system. We also obtained prior authorization records from
Region 7's dispatch center, LaVergne's TeleMessaging, which
began dispatching operations for Region 7 on February 1, 1993,
Records for both authorizing data and paid claims data were
available through October 1993,

To get the most current payment information possible, we
requested data from UNYSIS for November 1, 1992, through
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October 31, 1993. Since LaVergne's data for Region 7 was only
available starting in February, we requested data from

February 1, 1993, through October 1993. We then tested the
validity of all paid claims by comparing UNYSIS paid claims
information to LaVergne's authorizing data. For purposes of
this report, a trip is defined as one submitted claim for
reimbursement. A claim could be for either one-way or two-way
transportation. Two claims submitted in error with the same
prior authorization number were considered two separate trips.
We also performed a limited analysis of the data received from
UNISYS for the other seven regions of the state.

The remainder of this report is organized into two
additional chapters and two appendixes.

* Chapter Two describes factors contributing to
Louisiana's program cost and presents methods used by
other states to contain their cost.

* Chapter Three describes the lack of controls in the
payment system and the results of analysis of Region 7
expenditures.

* Appendix A contains a list of certified transportation
providers, the parish(es) they operate in and whether they
are for-profit or not-for-profit as of October 1, 1993,

¢+ Appendix B contains the Department of Health and
Hospitals' responses to the recommendations made in this
report.
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Chapter Two: Program Oversight and Cost

Effectiveness
S Total program costs have increased from $7.5 million
Chapter in 1985 to $65.8 million in 1993, a total increase of 782
Conclusions percent. This is because effective program management to

control costs while providing efficient services has not
received the proper emphasis in Louisiana.

Previous studies of Louisiana's NEMT Program
conducted by the federal government and by private con-
sultants have identified factors contributing te increased
costs. These studies contained recommendations to control
costs. However, most of these recommendations were not
implemented and costs continued to rise.

We found that DHH has no written criteria for setting
or adjusting provider reimbursement rates. In addition, the
predominant type of provider in Louisiana's NEMT Program
has continued to be for-profit. The predominance of
for-profit providers may be attributed partially to Medicaid
recipients' freedom of choice in selecting medical
transportation providers.

Louisiana's NEMT Program cost during federal fiscal
year 1993 was approximately 10.5 times higher than that of
the second highest spending state (Texas) in Federal Region
VI. The need to control non-emergency medical transpor-
tation costs is not unique to Louisiana. Many of the cost
containment measures advanced in the previous studies of
Louisiana's program have been implemented in other states.
Some surveyed states have managed to achieve a balance
between cost effectiveness and Medicaid Program mandates.
Louisiana has several options available to control cost, in-
cluding a freedom of choice waiver. However, the state must
reassess its current policy if it is to contain cost while en-
suring Medicaid recipients’ needs are met.
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esas———————  Reimbursements for the NEMT Program Have
Total Increased 782 Percent Between 1985 and 1993
Reimbursements
Have Increased Payments to NEMT providers in Louisiana have been
Since 1985 increasing rapidly since the last federal oversight review. The

costs for the program in this state exceed the combined costs for
the four other states in Federal Region VI. Reimbursements and
average miles per trip vary among Louisiana regions. The
average amount paid per trip in Louisiana is $48.44. For the
regions in which providers are reimbursed for mileage, the
average miles per trip is 64.8.

Total reimbursements increased from $7.5 million in
fiscal year 1985 to $65.8 million in 1993. The largest increase
occurred between fiscal years 1991 and 1992 when cost went
from $28.1 million to $46.5 million, an increase of 65.4 percent.
In fiscal year 1993, cost increased an additional 41.3 percent, to
$65.8 million as seen in Exhibit 3 below. DHH officials have
partially attributed the rise in program costs to an increase in the
Medicaid eligible population that has occurred since 1985. Other
factors that have been linked to increases in program costs are
explained on the following pages.

Exhibit 3
Louisiana's NEMT Program Costs
FY 1985 - FY 1993

Millions
$70

$60 [ -

10 |- e ey

1988 1986 1987 1988 1989 1990 1991 1992 1993

Source: Prepared by Legislative Auditor's staff from information
obtained from DHH-BHSF.
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Average payment per trip ranged from $16.71 to
$61.14 among the eight regions. During the sample period
November 1, 1992, through October 31, 1993, 1,242 407 claims
for trips were paid by DHH. Total provider reimbursements for
these trips were $60.2 million, for an average payment of $48.44
per trip, as shown in Exhibit 4. As can be seen from this exhibit,
both total payments and the average payment per trip are
substantially lower in Region 1 than in any other region of the
state. Region 1 differs from the other regions in that it has both a
flat rate fee system and a single provider. These two factors
could explain the cost differential between Region 1 and the other
seven regions.

Exhibit 4
Average Amount Paid Per Trip
November 1992 through October 1993
Average
Payment
Region Trips Total Paid Per Trip
Region 1 95,943 $1,602,747 $16.71
Region 2 227,415 10,965,906 48 22
Region 3 88,453 4,361,630 4931
Region 4 202,988 9,585,251 4722
Region 5 85,424 4,069,080 47.63
Region 6 173,647 9,002,394 51.84
Region 7 156,775 7,644.302 48.76
Region 8 211,762 12,947 844 61.14
Total 1,242,407 $60,179,154 $48.44
Source: Prepared by Legislative Auditor's staff from information obtained
from UNISYS for the period November 1, 1992, through
QOctober 31, 1993,

During this time period, 156,550 people were provided
transportation by the NEMT Program. With 1,242 407 trips
taken during our time period of study, the average trips per
person equalled 7.9. The total number of individuals using the
system was derived from the number of unique Medicaid
identification numbers issued to Medicaid eligible individuals. If
recipients move from one parish to another or have a change in
eligibility, it is possible for those recipients to have more than
one Medicaid number during a year's time. Because of this, the
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number of people using the NEMT Program could be lower than
the figure suggested from the reimbursement data we reviewed.

Average miles per trip ranged from 56.8 miles to 83
miles among the eight regions. Fifty-nine of the state's 64
parishes are serviced by multiple providers who are reimbursed
mileage for transporting recipients to doctors’ offices and/or
medical centers. The five remaining parishes of Orleans,
Jefferson, St. Bernard, Plaquemines, and St. Charles are serviced
by a sole provider who is reimbursed on a flat fee basis.

Exhibit 5
Average Miles Per Trip
November 1992 through October 1993
Average
Miles Per
Region Trips* Miles Billed Trip*
Region 1 95,943 N/A N/A
Region 2 227.415 13,648 923 60.01
Region 3 88,453 5,550,780 62.75
Region 4 202,988 11,798,446 58.12
Region 5 85,424 4,849,134 56.77
Region 6 173,647 11,458,071 65.98
Region 7 156,775 9,454,674 60.31
Region 8 211,762 17,590,055 83.07
Taotal 1,242,407 74,350,083 64.85
Source: Prepared by Legisfative Auditor’s staff from information
obtained from UNISYS for the period November 1, 1992,
through October 31, 1993. *Avg. miles per trip were
computed using 1,146,464 trips. Trips for Region 1 were
not used since the provider in this region is not reimbursed
for mileage.
N/A = Not Applicable.

Louisiana's NEMT expenditures are higher than the
combined total expenditures of the four other states in
Federal Region VI. Based on information provided by the
HCFA oversight office for Region VI for federal fiscal year
1993, Louisiana's expenditures for NEMT comprised 79.2
percent of total regional NEMT expenditures. As can be seen in
Exhibits 6 and 7, Louisiana's total expenses exceeded the
combined expenses of the remaining four states by $50 million,
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while containing only 17.2 percent of the total Medicaid
population among the five states.

Exhibit 6
Comparison of Louisiana's Non-Emergency Medical
Transportation Cost to Other States in Federal Region VI
For Federal Fiscal Year 1993

klahoma $2,957,915
MNew Mexico $3,881 885

Louisiana Other States g
79.2% 20.8%, Arkansas $4,572,676
$68,149,978

;sil_-’ffgf-"f?s Texas $6,455.402

Source: Prepared by Legislative Auditor's staff using data obtained
from HCFA Region VI office.

Exhibit 7
Comparison of Louisiana's Medicaid Population
to Other States in Federal Region VI
For Federal Fiscal Year 1993

Eom = New Mexico 263,700
Arkansas 364,171

Louisiana Other States
17.2% 82.8%
T 666,005
775,064 3,731,935 exas 2.666,0

Source: Prepared by Legislative Auditor's staff using data obtained
from HCFA Region VI office.

HCFA has expressed concern over the cost of the NEMT
Program in Louisiana, Federal officials, acknowledging that
participation rates for the Medicaid Program have increased,
noted that historically Louisiana's non-emergency transportation
has been provided mostly by for-profit providers and plagued by
weaknesses in program management. These officials recognized
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Louisiana's recent efforts to strengthen program management
activities. However, their concern still exists over the NEMT
price tag. Other states have implemented cost containment
measures for their programs. These will be discussed later in this
chapter.

e — Weak Management Controls and a Predominance of

Fac.tors. For-Profit Providers Have Contributed to Increased
Contributing Program Costs
to High Costs

Since its inception, four studies have examined
Louisiana's NEMT Program. Findings from these reports
included excessive reimbursement rates and a predominance of
for-profit providers. However, cost control recommendations
with regard to these findings have not been implemented and
these problems continue. As DHH works towards strengthening
NEMT program management, recommendations in previous
studies may serve as viable alternatives to manage program costs.

Management Controls

Program expenditures have been increasing, but
implementation of recommended cost containment measures
has been limited. Since the 1980s, the Louisiana Department of
Health and Hospitals commissioned three studies by private con-
sultants. The first study identified cost containment alternatives
and the remaining two reviewed the efficiency of a sole provider
transportation system. In addition, HCFA released a study in
1984 of Louisiana's NEMT Program. These reports identified
breakdowns in program controls and included recommendations
for corrective actions.

One study found that the reimbursement rates in
Louisiana's NEMT Program were not based on actual cost data
submitted by providers. Another concluded that the methodology
for paying providers results in unnecessary expenditures. A
study of single-provider services in three regions determined that
single transportation vendors provide efficient and cost-effective
services with a high degree of client satisfaction. A subsequent
study supported the cost effectiveness of single-provider systems
in those regions. However, two of the three regions have
discontinued the use of a single-provider system. Cost control
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recommendations derived from these studies included competitive
rate negotiations, verification of payment claims, and
coordination with other federally funded transportation programs.
Over the years little has been done to implement many of these
recommendations,

No written criteria or independent verification for
setting and adjusting provider reimbursement rates exists.
Since inception of the program, provider reimbursement rates
have changed seven times with the most recent change in 1991.
Agency personnel were able to provide us with documentation
establishing the methodology for two of these rate changes.
These rate changes were implemented in 1981 and 1991.

The department's rate change in 1981 was in response to a
report issued by an outside consultant. Before this time, a flat
pick-up fee and mileage were charged by transportation providers
for each passenger. Report recommendations were implemented
to decrease pick-up fees and allow mileage for only the first
Medicaid recipient on each trip.

In addition to fee restructuring, the consultant concluded
that the 1980 reimbursement rates were not determined by
independent cost data, but rather from general information
submitted by providers. As a result of the consultant's finding,
the department implemented an administrative rule in 1981
requiring providers who are reimbursed on the basis of a pick-up
fee and mileage to submit annual cost reports. This requirement
remained in effect until September 1, 1986, when the department
issued a new rule which still is in effect. That rule stated:

. « .« The Transportation Program will no
longer require medical transportation
providers to submit an annual cost report.
These reports are not used to determine
reimbursement. The completion of these
reports is an unnecessary administrative
burden on providers. (Louisiana Register
Vol. 12, No. 8, August 20, 1986, page 528)

The rate change in 1991 was explained by an interoffice
memorandum. In this memorandum, DHH calculated the
budgetary impact of a 5 to 20 percent rate increase for
non-ambulatory recipients. Budgetary calculations were based on
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paid claim information obtained from the fiscal intermediary,
UNYSIS. As a result of the administrative rule, no effort was
made to obtain actual cost data from the providers. In addition,
cost data verification from independent outside sources was not
obtained. The resulting effect was the establishment of a higher
rate when non-ambulatory recipients were transported in specially
equipped full-size vans.

Current proposals by DHH to overhaul the NEMT
Program recommend a flat fee that is not based on actual cost
data. Without establishing rates based on actual cost data from
the providers or from independent sources reimbursement rates
could have little relationship, positive or negative, to a fair rate
of return.

]
Recommendation

The Department of Health and Hospitals should
establish a written policy for setting and adjusting reimburse-
ment rates. This policy should be based on either actual cost
information submitted by providers and/or independent cost
data from outside sources.

For-Profit Providers

As of June 1993, 99.6 percent of total NEMT
payments were made to for-profit providers. For-profit
companies have historically been the predominant transportation
providers for Louisiana's NEMT Program. To satisfy the re-
quirements of the 1979 consent decree, Louisiana created a
transportation program which allowed for the enroliment of all
provider types. However, the predominant type of provider since
1979 has been for-profits. This condition was identified in two
studies in the early 1980s. In particular, the 1984 HCFA review
concluded that high program expenditures resulted from over-
reliance on for-profit providers. Although the consent decree
mandated the enrollment of all provider types, our review, as
well as the HCFA oversight study, did not identify any instances
where family or friends were certified to provide transportation.
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|
Cost

Containment
Methods Used
by Other
States

A review of certified NEMT providers as of October
1993, revealed that this condition still exists. As of October
1993, a total of 421 providers were certified for program
participation. Out of that total, 376 (89.3 %) were for-profit
providers, with the remaining 45 (10.7%) being not-for-profit
providers. HCFA's review of provider reimbursements during
the period October 1, 1981, through June 30, 1983, showed that
02.7 percent of the payments were made to for-profit providers.

One possible reason for the dominance of the for-profit
providers is the federal requirement of freedom of choice. Since
Louisiana chose to classify NEMT as an optional medical service,
federal regulations allow recipients to choose their transportation
provider. The state currently has a freedom of choice waiver for
all parishes, but it has not been implemented beyond Region 1.
Federal officials have said the implementation of the waiver
could decrease the cost of the NEMT program in Louisiana.

Exhibit 8 on the next page shows the Medicaid population
and the number of for-profit and not-for-profit providers certified
to operate in each parish as of October 1, 1993. Appendix A
contains a listing of all certified providers as of October 1, 1993,
and the areas cach provider serves.

Arkansas, South Carolina, Texas, and Washington
Stress Client Needs and Cost Effectiveness as
Transportation Goals

These four states use a variety of transportation
providers. All four employ an array of transportation modes
such as buses, trains, airlines, public transportation, volunteers,
and family members. Criteria for transportation are based on the
recipients' needs and least costly alternatives. The Department of
Health Services in Arkansas implements its NEMT program
through a coordinated effort with its Department of
Transportation. South Carolina's program seeks bids for
sole-provider contracts with each provider servicing a specific
area of the state. The State of Texas adjusts its program on a
yearly basis by monitoring usage rates and requiring bids from
transportation providers. Finally, Washington uses a brokered
system in which private companies arrange transportation by
other private companies.
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Exhibit 8
Medicaid Populations and Certified NEMT Providers
As of October 1993
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]
Louisiana Has

Flexibility to
Contain Cost

These states use various cost containment measures
which Louisiana might want to consider. South Carolina and
Arkansas base their reimbursements on loaded miles. This
includes only mileage from the point where a recipient is picked
up, to the medical provider, and back. South Carolina and Texas
prepare service area needs assessments to determine the mumber
of contract providers necessary to provide adequate trans-
portation. In instances involving contracts between states and
providers, provisions for monitoring the program to minimize
fraud and abuse are included. Arkansas requires that mileage
figures prepared by its highway department be used for all trips
when transportation is from city to city and Texas requires this
for trips provided by volunteers.

Louisiana Must Reconcile Efforts to Control
Program Costs Within Available Federal Options

Efforts to control the cost of non-emergency medical
transportation are not unique to Louisiana. As cited in the
previous section, some states have instituted a variety of cost
containment measures which balance requirements for
transportation availability with cost effectiveness. Federal
Medicaid regulations provide states' latitude in program
implementation efforts through three funding reimbursement
arrangements: optional, administrative, and freedom of choice
waiver.

Louisiana classifies NEMT as an optional medical service
which results in a 75 percent funding reimbursement to the state.
Medicaid services classified as optional requires freedom of
choice allowances in provider selection. State health care
officials acknowledge that the historical growth in NEMT
for-profit providers and resulting costs stemmed from meeting
recipient demand and preference. However, balancing the
requirement of freedom of choice with the need for cost
containment has been the subject of debate at the federal and state
level.

Unlike reimbursements for optional medical services, the
administrative cost alternative reduces the federal funding ratio
but increases states' flexibility to control program cost. Under
this reimbursement scenario, Medicaid recipients do not have
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freedom of choice allowances. Transportation to Medicaid
covered services is provided by a vendor of state choice. States
subscribing to the administrative cost alternative must demon-
strate that transportation method(s) do not limit recipients'
accessibility to government subsidized health care services.
Federal reimbursement funding for the administrative cost alter-
native is established at 50 percent. As a result of Louisiana's
dependence on Medicaid funding, the potential savings realized in
consideration of this reimbursement method may not offset future
losses in federal revenue.

Freedom of choice waivers provide opportunities for
achieving cost containment without sacrificing efforts to
maximize federal revenues. Selection of this funding option is
contingent upon federal approval. States secking freedom of
choice waivers must demonstrate that alternative transportation
methods will not limit accessibility and implementation costs are
not prohibitive.

Louisiana has approval for a statewide freedom of choice
waiver, but it has been implemented only in the Region I (New
Orleans) area. Two previous studies acknowledge that the
freedom of choice waiver established for the New Orleans area
provides opportunities to contain transportation costs and main-
tain client satisfaction. Noted earlier in this chapter, the average
cost per trip in the New Orleans area was $31.73 less than the
state average. DHH efforts to expand implementation beyond
Region 1 have been constrained by the absence of centralized
management for the NEMT program within the department and
resistance from enrolled for-profit providers.

As a result of increased public awareness, Louisiana
recently initiated efforts to contain spending for the NEMT
program. As indicated in the 1994-95 Executive Budget,
funding has been established at $28 million. Similar to measures
adopted by states cited in this study, Louisiana has initiated new
regulations to overhaul the entire non-emergency medical
transportation program. However, these new regulations have to
be approved by HCFA.

Similar to Louisiana's dilemma, several states are
confronting the need to control medical transportation costs while
maintaining federal revenue maximization efforts. In discussions
with HCFA officials, we have been informed that they are
prepared to assist states in shaping their NEMT programs to
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control costs, while fulfilling the needs of their clients and the
requirements of federal law.

Lack of criteria for setting reimbursement rates, large
numbers of for-profit providers, and limited changes to the
NEMT program have all served to increase program costs over
the years. However, without strong controls over submitted
claims, costs can increase regardless of the type of program a
state has. We address the issve of payment of claims and the
post-payment review process in Chapter 3.
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Chapter Three: Payment of Claims and Post-

Payment Review

. |
Chapter
Conclusions

Controls on payment of reimbursement claims are
inadequate and cannot assure that providers are paid only for
services that were authorized. Claims for reimbursement are
not checked against the authorizing data issued by the dis-
patch centers. The current payment system also allows the
same authorized trip to be paid more than one time.

Data analyzed for Region 7 during the period
February 1, 1993, through October 31, 1993, revealed
$5,309,176 was paid for claims submitted for reimbursement.
Of that amount, $2,210,809 was paid even though no
authorizing data from the dispatch center for the trans-
portation could be found and therefore were questionable.
Other questionable claims which did not match authorizing
data amounted to $244,079. Total questionable claims
accounted for 46 percent of all paid claims.

DHH does have a system in place to monitor and flag
certain potential problems in submitted claims. Certain data
elements for large volume providers are automatically flagged
as exceptions during the post-payment review process and
may be subject to a preliminary investigation. If the findings
of this investigation reveal possible fraud, providers are
required by state law [LSA-R.S. 46:442(C)] to have a hearing
to respond to evidence gathered during the post-payment
review, However, a controversy between state and federal
personnel has arisen as to whether this personal interview
compromises investigations once the case is referred to the
State Attorney General's Office. Federal Medicaid officials
have warned DHH that this continuing situation is not in
compliance with federal regulations.
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e — The Present Payment System Pays Claims Without
DHH Has No

Controls to
Ensure Paid
Claims Are
Authorized

Verifying That Trips Were Authorized

The automated payment system will pay any claim with
data entered in the prior authorization (PA) number field. This
information does not have to be in a format consistent with the
characteristics of the prior authorization number. Any data in
this field, even if it is all zeros, will result in the claim being
paid. This system will also pay two or more claims with the
same PA number, even though the number is only to be used
once.

Internal controls for NEMT's payment system do not
assure that paid claims were authorized. This problem was
first identified in the 1984 report issued by HCFA. The report
stated, "The fiscal agent's system of processing NEMT claims
does not assure that the provider is paid only for services
prior authorized by the State . . . When the claim is
processed by the fiscal agent, there is no comparison of the
services approved versus the services billed." This finding
pertains to the manual system in place in 1984. However, this
problem still exists under DHH's computerized claim submission
system.

Once a Medicaid recipient is provided transportation, the
provider uses the PA number to submit a reimbursement claim.
The claim is sent to UNISYS which processes and pays all state
Medicaid claims, including those for the NEMT Program. The
PA number will either be entered by the provider if the claim is
submitted electronically or will be keypunched by UNYSIS
personnel if the claim is submitted on the paper claim form.
Before the claim is paid, UNISYS verifies that the person who
took the trip is Medicaid eligible, that the transportation
provider's address is correct, and that the provider is eligible for
program participation as of the date of transportation. As long as
this information is correct and there is data in the field provided
for the PA number, the claim will be paid. Without verifying
that the PA number was issued, UNISYS cannot assure that what
they are paying was actually authorized. A DHH official told us
that a claim will be paid if there is anything in the PA number
field, even if it is all zeros or even if a claim with the same PA
number has already been paid.
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|
Recommendations

1. The Department of Health and Hospitals should
implement policies to ensure that dispatch centers send
authorizing data to UNYSIS, the fiscal intermediary.
The information sent should include at a minimum the
prior authorization number, date of service, Medicaid
recipient identification number, and provider
identification number.

2. The Department of Health and Hospitals should also
require the fiscal intermediary to use the authorizing
data to verify that claims for reimbursement were
authorized by the dispatch center. The claims to be
paid should be matched to the authorizing data before
the claims are paid.

3. Once the Department of Health and Hospitals has paid
a claim, the prior authorization number should be
cancelled so a second claim for the same trip cannot be
submitted and paid.

PA numbers are authorized for one trip only, but the
current system will pay multiple claims with the same PA number
and will also pay claims for trips with unauthorized PA numbers.
For purposes of this report, these types of claims are referred to
as "questionable." We analyzed authorizing data and paid claims
data for Region 7 of the state to determine the number of
questionable claims. Region 7 consists of the parishes of
Bienville, Bossier, Caddo, Claiborne, DeSoto, Lincoln,
Natchitoches, Red River, Sabine, and Webster. The results can
be seen in the following section.

Nearly Half of the Expenditures for Paid Claims in
Region 7 in the Sample Period Were Questionable

A total of 137,610 unique PA numbers were found in the
authorized and paid claims data for Region 7 received from
UNYSIS and LaVergne's TeleMessaging, the company that
approves recipients request for transportation, for the period
February 1, 1993, to October 31, 1993. During this time period,
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total reimbursements to providers amounted to $5,309,176. We
found $2,454,888 of these paid claims, or 46 percent, to be
questionable. This is the result of claims not being compared to
authorizing data before being paid.

Exhibit 9
Reimbursement Claims Submitted for Region 7
February 1, 1993, through October 31, 1993

Number of Total Amount
Category of Claims Claims Paid

Valid Claims 61,743 $2,854,288
Questionable Claims:

PA #s match but other
authorizing data does
not, PA #s used more
than once or both

conditions existed 3.933 244 079
No authorization for the
trip could be found 44,058 2,210,809
Authorized Trips Not
Submitted for Payment 27,876 0
Total 137,610 $5,309,176

Source: Prepared by Legislative Auditor's staff based on data received from
UNYSIS and LaVergne's Telemessaging.

The dispatch center issued 65,676 unique PA numbers
for authorized trips for which corresponding claims for
reimbursement were found. The total amount paid for these
claims was $3,098,367. Of these 65,676, we found 3,933, or 6
percent, to be questionable. We found 2,609 of these did not
have the same Medicaid recipient or date of service shown in the
authorizing information. We also found that 454 of the PA
numbers were used more than once to pay a claim, even though
they are issued for only one specific trip. Finally, we found that
870 of the PA numbers had both of the above mentioned
problems. The amount paid for these 3,933 guestionable claims
totaled $244,079.

The reimbursement data contained 44,058 unique PA
numbers used to pay $2,210,809 in claims, for which no
authorization data could be found. State officials with BHSF
told us this is a result of the current payment system. They
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explained that if anything is entered in the field for PA number,
even if it is all zeros, and the Medicaid recipient, provider, and
date of service are all valid, the claim will be paid. There are
several possible reasons which could explain the payment of these
claims which have no matching authorizing information. These
reasons include: claims being submitted by providers with PA
numbers that were never issued and errors by the provider in
keypunching the data when submitting a claim for
reimbursement.

The dispatch center issued 27,876 unique PA numbers
for authorized trips for which no claim for reimbursement
could be found. Agency officials with DHH said that this
occurs when a Medicaid recipient is authorized for NEMT
services and then cancels the trip before transportation is
provided. If these numbers are not cancelled, the result could be
error or misuse. These specific types of questionable claims are
not detected in DHH's post-payment review process. This
process is described in the following section.

Small Providers Could Abuse the Program and
Escape Detection

Federal regulations requires that all states perform a
post-payment review of all Medicaid claims. In Louisiana, this is
handled by the Surveillance Utilization Review Section (SURS)
as a joint effort of UNYSIS and DHH. SURS analyzes certain
variables called data elements, which include maximum number
of trips provided in one day, average paid per recipient, and the
number of claims billed. These data elements are then statis-
tically analyzed to establish a range of acceptable values called
peer group norms. However, this system does not test for the
type of questionable claims discussed in the previous section.

When a data element is found to be above its norm, it is
flagged as an exception. Because norms are established based on
data elements of all providers, very large providers would
automatically exceed the upper limits for data elements such as
daily maximum number of trips and the number of claims billed.
The current system increases the risk that small providers could
abuse the program without being detected. By dividing providers
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into subgroups based on volume, fraud by any provider,
regardless of size, could be more readily detected.

All data elements have values assigned to them by SURS
based on their importance. When a data element is flagged as an
exception, its value is added to the provider's total exceptions.
All providers with combined exceptions exceeding the pre-
determined norm are listed on an exceptions report. Those with
the highest exception rankings are prime targets for being
selected for preliminary investigation. Preliminary investigations
are also performed based on complaints of possible fraud from
outside sources.

In accordance with federal Medicaid regulations, if the
preliminary investigation reveals possible fraud the SURS
Procedures Manual requires the information to be referred to the
State Attorney General's Office. However, LSA-R.S. 46:442(C)
requires a personal interview before a case may be referred to the
Attorney General's Office.

At this preliminary interview, the provider has the
opportunity to respond to samples of the evidence gathered
during the preliminary investigation. Providers may choose to
bring their attorney, but DHH is not represented by an attorney at
the interview. A senior official in the Attiorney General's Office
stated that the personal interview mandated by LSA-R.S.
46:442(C) forewarns providers suspected of fraud that they are
under review and compromises their investigation. These same
concerns were also expressed by the Attorney General in 1986
when he stated that the personal interview gives the suspect "an
opportunity to alter incriminating records and influence and/or
intimidate staff members and recipients.” (Letter dated June 23,
1986, from the Attorney General to the President of the
Louisiana State Senate and members of the Senate, p. 2)

In April 19836, HCFA expressed its concern about the
personal interview requirement to the Department of Health and
Human Resources. They also informed the department of the
potential loss of federal funding if the personal interview
requirement was not eliminated. This paragraph was amended by
House Bill 1925 of 1986, but still retains the personal interview
requirement. On June 12, 1986, a HCFA representative warned
the department that House Bill 1925 of 1986 was still out of
compliance with federal regulations. The question of whether the
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state is in compliance with the federal Medicaid regulation is still
unresolved.

. |
Recommendations

The Department of Health and Hospitals should
require the Surveillance and Utilization Review Section to
stratify providers into meaningful subgroups based on
volume.

The discrepancies regarding prior authorization
numbers and reimbursements should be thoreughly
investigated.

]
Matter for Legislative Consideration

1. The legislature may wish to consider deleting the
requirement for a personal interview contained in
LSA-R.S. 46:442(C); or

2. The legislature may wish to consider amending
LSA-R.S. 46:442(C) so that referral to the Attorney
General's Medicaid Fraud Control Unit is mandatory
instead of discretionary.
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Appendix A

Listing of Providers as of
October 1, 1993
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Appendix B

Agency Responses



STATE OF LOUWISIANA LOWISIANA
DEPARTMENT OF HEALTH AND HOSPITALS

B

Department of
HEALTH and

HOSPITALS
Edwin W. Edwards Rose V. Forrest
GOVERNOR SECRETARY

July 13, 1994

Daniel G. Kyle, Ph.D., CPA, CPE
Legislative Auditor

P.O. Box 94397

Baton Rouge, Louisiana 70804-9397

Attention: Martin B. Fortner, Jr.
Performance Audit Manager

Dear Dr. Kyle:

The following information is offered by the Department of Health and Hospitals (DHH) in
response to the performance audit conducted by your agency on the Medicaid Non-Emergency
Medical Transportation Program (NEMT).

Recommendation 1:

The Department of Health and Hospitals should establish written policy for setting and adjusting
reimbursement rates. This policy should be based on either actual cost information submitted
by providers and/or independent cost data from outside sources.

Agency Response:

DHH does not consider cost data currently available from providers to be a reliable basis for
setting rates. Such costs likely contain misleading elements. DHH will however develop written
policy on rate setting and will explore outside sources for cost and/or accurate mileage
information as recommended.

Recommendation 2:

The Department of Health and Hospitals should implement policies to ensure that dispatch
centers send authorizing data to UNISYS, the fiscal intermediary. The information sent should
include at a minimum: Prior authorization number, date of service, Medicaid recipient
identification number, and provider identification number.

Agency Response:

DHH has conferred with the fiscal intermediary and dispatch offices. Immediate development
and testing of a system to accommodate the audit recommendation will begin for implementation

OFFICE OF THE SECRETARY « P.O. BOX 629 » BATON ROUGE, LOUISIANA 70821-0629
“"AN EQUAL OPPORTUNITY EMPLOYER"



on October 1 or sooner if feasible. The mimmum data set will include the Dispatcher/Scheduler
ID, the PA number, an Action Code, Provider 1D, Recipient 1D, Recipient name and address,
date of service, the procedure code, and amount authorized for the trip.

Recommendation 3:

The Department of Health and Hospitals should also require the fiscal intermediary to use the
authorizing data to verify that claims for reimbursement were authorized by the dispatch center.
The claims to be paid should be matched to the authorizing data before the claims are paid.
Agency Response:;

DHH will require the fiscal intermediary to use the authorizing data to verify that claims for
reimbursement were authorized by the dispatch center. The system will edit for the following:
PA number format/duplicates, valid action code, valid provider, valid recipient, valid procedure,
amount (numeric limit). PA numbers on the claim will be matched against the NEMT PA file
created from the dispatcher data transmitted by blast on a daily basis. If all logic is go the claim
will be adjudicated and the PA number will be consumed. Claims that fail any of the match on
logic will be denied.

Recommendation 4:

Once the Department of Health and Hospitals has paid a claim, the PA number should be
cancelled so a second claim for the same trip cannot be submitted and paid.

Agency Response:

The system we have designed will not allow a PA number to be used twice. Once the PA
number is consumed, it is no longer available to match against another claim.

Recommendation 5:

The Department of Health and Hospitals should require the surveillance and utilization review
section to stratify providers into meaningful subgroups based on volume.

Agency Response:

DHH will divide the SUR/S NEMT control file into more than one group based on volume.
This should then detect aberrancies for NEMT providers whose volume of
claims/dollars/recipients is in the mid range and low range.

Recommendation 6;

The discrepancies regarding PA numbers and reimbursements should be thoroughly investigated.



Agency Response:

The Director of the Bureau of Health Services Financing will direct the Program Integrity
Section in conjunction with the Surveillance and Utilization Review Section to investigate the
discrepancies cited in the audit report. Actions taken in response to previous recommendations
contained herein should eliminate this problem prospectively.

Sincerely,

il Lt

- Rose V. Forrest
Secretary

RVE/TDC/me



