
State of New York
Office of the State Comptroller
Division of Management Audit
and State Financial Services

H. Carl McCall

Comptroller

DEPARTMENT OF HEALTH

PRIVATE DUTY NURSING SERVICES
FOR MEDICAID RECIPIENTS

REPORT 99-S-16



State of New York
Office of the State Comptroller

OSC Management Audit reports can be accessed via the OSC Web Page : http://www.osc.state.ny.us.
If you wish your name to be deleted from our mailing list or if your address has changed, contact the Management Audit Group

at (518) 474-3271 or at the Office of the State Comptroller, Alfred E. Smith State Office Building, 13th Floor, Albany, NY 12236.

Division of Management Audit and 
State Financial Services

Report 99-S-16

Antonia C. Novello, M.D., M.P.H., Dr. P.H.
Commissioner 
Department of Health 
Corning Tower
Empire State Plaza
Albany, NY 12237 

Dear Dr. Novello:

The following is our report on the Department of Health’s controls over
Medicaid payments to providers of private duty nursing care.

This audit was performed pursuant to the State Comptroller’s authority
as set forth in Article V, Section 1 of the State Constitution and Article
II, Section 8 of the State Finance Law.  Major contributors to this
report are listed in Appendix A.

August 3, 2000



Scope of Audit

Audit Observations
and Conclusions

Executive Summary

Department of Health
Private Duty Nursing Services for Medicaid Recipi-
ents

The Department of Health (Department or Health) administers New York
State’s Medical Assistance Program (Medicaid), which was established in
accordance with Title XIX of the Federal Social Security Act to provide
medical assistance to needy people.  Health’s fiscal agent, Computer
Sciences Corporation, uses the Medicaid Management Information System
(MMIS), a computerized payment and information reporting system, to
process Medicaid claims and pay providers for the medical services they
render to eligible Medicaid recipients.

Private duty nursing services are included in New York State’s Medicaid
program. Federal regulations require that such services be furnished, with
prior approval by the Department, under the direction of the Medicaid
recipient’s physician by either a registered nurse (RN) or a licensed practical
nurse (LPN), both of whom must possess a State license.  For the four-year
period that ended on December 31, 1999, Medicaid reimbursed private duty
nursing providers $582 million in New York State.
 
Our audit addressed the following question regarding the payment of
Medicaid claims from private duty nursing care providers for the period
January 1, 1996 through December 31, 1999:

! Has the Department established adequate MMIS controls for the
prevention of inappropriate payments for private duty nursing
care services? 

Due to weaknesses and breakdowns in MMIS controls and procedures, we
identified more than $5.9 million in overpayments of Medicaid funds to
private duty nursing care providers.

Using computer-assisted audit techniques, we identified more than 20,000
instances in which the MMIS had reimbursed more than 24 hours of care in
a day for a Medicaid recipient, totaling more than $2.5 million in
overpayments to private duty nursing care providers.  We also determined
that the MMIS may have overpaid providers $2.6 million for more than
16,000 duplicate claims.  We further identified an additional $834,000 in
potential overpayments due to providers recording invalid nurses’ license
numbers on their claim forms.

Although the MMIS detects and prevents payment of any single claim billed
for more than 24 hours of care in a day for one recipient, it allows providers



Comments of
Department
Officials

to bill up to seven separate claims a day, each for 24 hours.  In one instance,
a provider billed four claims to Medicaid, which reimbursed the provider for
76 hours of care for a single day of service to one recipient.  Further, the
MMIS uses the license numbers of private duty nurses to check for duplicate
claims.  While the license numbers issued to nurses by the State Education
Department are six numbers long, the MMIS allows providers to record any
combination of numbers or letters up to eight characters on their claim
forms.  As a result, the MMIS accepted nurse license numbers such
“999999" or with more than six numbers, thereby circumventing edits that
detect duplicate claims.  The MMIS also accepted obviously invalid license
numbers such as “LPN 1997" and “NYS LICE.”  During the course of our
audit, the Department asked its fiscal agent to develop controls that would
address these weaknesses.  (See pp. 5-10)

For selected private duty nurses, we requested documentation supporting their
claims for Medicaid reimbursement; the documentation must be maintained
for a minimum of six years, according to Federal law and State regulations.
In several instances, the nurses could not support their claimed services,
while others never responded to our inquiry.  In one case, a nurse who could
not supply us with any documentation stated that she did not perform some
the services she billed for.  Instead, she had a fellow nurse perform the
services for her, and split the Medicaid fees with the other nurse.  Such
practices violate Federal law and State regulations.  (See pp. 10-11)

In 32 of 50 prior approvals that we reviewed, Health employees either
circumvented Department polices or made errors when recording prior
approval information on the MMIS.  Half of the folders we reviewed did not
contain the documentation Health requires for approving private duty nursing
care, such as the Medicaid recipient’s physician’s orders for private nursing
care.  In several cases, Health employees incorrectly recorded  prior
approval information on the MMIS, which led to Medicaid overpayments.
(See pp. 15-18)

We made 8 recommendations to address the conditions we identified in this
report.

In response to our draft report, Health officials agreed with our
recommendations and indicated the steps they have taken or will take to
implement them.  A complete copy of the Department’s response is included
as Appendix B to this report.
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Background

Introduction

The Department of Health (Health or Department) administers New York
State’s Medical Assistance Program (Medicaid), which was established in
accordance with Title XIX of the Federal Social Security Act to provide
medical assistance to needy people.  Health’s fiscal agent, Computer
Sciences Corporation, uses the Medicaid Management Information System
(MMIS), a computerized payment and information reporting system, to
process Medicaid claims and pay providers for medical services rendered to
eligible Medicaid recipients.  In New York State, the Federal government
funds about half of all Medicaid costs; the State and local governments
together fund the remainder.  To receive Federal matching funds, a state’s
Medicaid program must offer certain mandatory benefits, such as inpatient
hospital care, nursing home care and home health care.  States may also
receive Federal funding if they elect to provide other optional services such
as private duty nursing care.  However, Federal regulations allow states to
limit the number of optional services they provide, and to restrict the delivery
of such services without prior approval of a Medicaid provider’s plan of care
to determine its medical necessity and appropriateness. 

New York’s Medicaid program includes private duty nursing services, which
are more comprehensive than the care that would be provided by a visiting
nurse or that which is provided routinely by the nursing staff of a hospital or
nursing home. According to Federal regulations, optional private duty nursing
care is more individual and continuous than the care available under the home
health care program, which offers part-time or intermittent nursing services.
In addition, nursing services under the home health benefit must be provided
only in the recipient’s home, while the private duty nursing benefit allows
nursing services to be provided in a hospital or nursing home as well as the
recipient’s residence.  Federal regulations allow private duty nursing services
to be provided in nursing home and hospital settings so long as the facility
certifies that the requested care is not being used to supplant nursing services
the facility is already required to provide. Health has never needed to
approve private duty services in either type of institution because the
institutions’ staffs have been able to fill the requirements of the program.

If a state chooses to include private duty nursing services in its Medicaid
program, Federal regulations require that they be provided by either a
registered nurse (RN) or a licensed practical nurse (LPN) under the direction
of the Medicaid recipient’s physician.  In New York State, an RN or LPN
seeking permission to provide services covered by the Medicaid program
must possess a license and meet the requirements outlined in Article 139 of
the State Education Law.  An RN, who must have earned a diploma or
degree in professional nursing, provides a more-highly-skilled service and
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Audit Scope,
Objective and
Methodology

thus receives higher Medicaid fees than an LPN.  Private duty nurses can be
independent contractors, employees of a home care services agency, or
participants in nurse registries, which are large agencies that schedule and
coordinate the activities of private duty nurses, and continually seek
employment for their clients.  Services rendered can be billed to Medicaid
either by the home care agency, the registry or the private duty nurse.

Health’s regulations also require that the private duty services of either RNs
or LPNs be approved before they are rendered.  The responsibility for
granting prior approvals for such services has been delegated by the
Commissioner of Health to certain local districts (Broome, Erie, Oneida,
Onondaga, Schenectady, Suffolk, Tompkins and Westchester).  Once
Health’s Bureau of Medical Review and Evaluation (Bureau) or one of the
local districts approves the provider’s request, a budget of units of service
(hours of nursing care) and associated costs is established and recorded on
the MMIS for use in processing the provider’s future claims.  For the four-
year period that ended on December 31, 1999, Medicaid reimbursed private
duty nursing providers $582 million.  In 1999, about 2,800 Medicaid
recipients received private duty nursing services.

We audited the Department’s policies and procedures, as well as related
MMIS computer controls, for monitoring and controlling Medicaid
reimbursements to providers of private nursing care for the period of January
1, 1996 through December 31, 1999.  The objective of our performance audit
was to determine whether MMIS controls are sufficient to ensure that
Medicaid pays providers of private duty nursing services according to
established Medicaid reimbursement policy.  To accomplish our objective,
we interviewed Department officials; and reviewed Department records,
applicable Medicaid policies and pertinent Federal and State regulations.  In
addition, we developed computer programs that could verify the
appropriateness of Medicaid claims paid on behalf of private duty nursing
care recipients during our audit period.  We examined a judgmental sample
of billing records from 40 independent private duty nurses and 18 nurse
registry providers, who were chosen through a methodology we developed
that enabled us to highlight individuals who may have billed Medicaid
inappropriately.  We also reviewed a judgmental sample of 50 prior
approvals that were processed during our audit period.  We selected these
prior approvals because they were at risk of authorizing overpayments to the
providers who requested them.  Using computer-assisted auditing techniques,
we were able to determine that Health may have approved more hours of
nursing care than the recipients’ private duty nursing care providers had
originally requested.  In particular, we analyzed prior approval records to
determine whether existing internal controls are sufficient to ensure that
Medicaid pays providers according to its own established reimbursement
policies.  
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Response of
Department
Officials to Audit

We conducted our audit in accordance with generally accepted government
auditing standards.  Such standards require that we plan and perform our
audit to adequately assess Health’s operations included in our audit scope.
Further, these standards require that we understand Health’s internal control
structure and compliance with those laws, rules and regulations that are
relevant to the operations included in our audit scope.  An audit includes
examining, on a test basis, evidence supporting transactions recorded in the
accounting and operating records and applying such other auditing procedures
as we consider necessary in the circumstances.  An audit also includes
assessing the estimates, judgments and decisions made by management.  We
believe that our audit provides a reasonable basis for our findings,
conclusions and recommendations.

We use a risk-based approach when selecting activities to be audited.  This
approach focuses our audit efforts on those operations that have been
identified through a preliminary survey as having the greatest probability for
needing improvement.  Consequently, by design, finite audit resources are
used to identify where and how improvements can be made.  Thus, little
audit effort is devoted to reviewing operations that may be relatively efficient
or effective.  As a result, our audit reports are prepared on an “exception
basis.”  This report, therefore, highlights those areas needing improvement
and does not address activities that may be functioning properly.

We provided draft copies of this report to Health officials for their review
and comment.  Their comments have been considered in preparing this report
and are included as Appendix B.

Within 90 days after final release of this report, as required by Section 170
of the Executive Law, the Commissioner of the Department of Health shall
report to the Governor, the State Comptroller and leaders of the Legislature
and fiscal committees, advising what steps were taken to implement the
recommendations contained herein, and where recommendations were not
implemented, the reasons therefor.
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Payments Made for
Excess Hours of
Private Duty
Nursing Care

Computer Controls for Detecting Inappropriate
Billings

Reimbursement for private duty nursing services rendered by RNs or LPNs
is based on hourly fees.  During our audit period, Medicaid reimbursed RNs
an average of $25 an hour and LPNs an hourly average of $21.  To prevent
inappropriate payments for Medicaid services, the MMIS uses computer
controls and programs that verify the appropriateness of claims submitted by
providers.  To assess the effectiveness of these controls, we developed
computer programs that enabled us to identify inappropriate billings such as
those from providers who billed multiple claims for the same recipient for
the same service date. In more than 20,000 instances, the total number of
hours of care recorded on the claim forms exceeded 24 hours in a single day.
We analyzed these Medicaid payments made during our audit period, and
determined that the MMIS lacks sufficient controls for detecting providers
that bill more than 24 hours in a day on behalf of the same Medicaid
recipient.  We also determined that MMIS lacks controls for detecting and
preventing duplicate payments to private duty nursing providers.  Because of
these weaknesses, we determined that Medicaid may have overpaid providers
of private duty nursing services more than $5.9 million for the period of
January 1, 1996 through December 31, 1999.

The MMIS has computer controls (edits) designed to detect inappropriate
claims from private duty nursing care providers and prevent them from being
paid.  However, these edits do not adequately detect all inappropriate claims
submitted by private nursing care providers.  The MMIS is programmed to
allow the payment of as many as seven claims for each day a Medicaid
recipient received care from a private duty nurse, taking into account that it
is occasionally necessary for different nurses to care for the same recipient
on the same day, but at different times.  However, the system also allows
the same provider to bill Medicaid seven separate claims each for a
maximum of 24 hours of services, resulting in overpayments by MMIS.

We identified more than 20,000 instances in which the MMIS reimbursed
more than 24 hours of private duty nursing care in one day for a single
recipient.  By submitting multiple claims for the same day of services, some
providers were able to receive overpayments from Medicaid.  For example,
one provider who we found had established a pattern of overbilling Medicaid,
was able to bill four separate claims and receive payment for 76 hours of
care for a single day of service for one Medicaid recipient.  In this case, we
reviewed the recipient’s care plan, and determined that the recipient had
required 18 hours of private nursing care each day, Monday through Friday.
The following table shows the provider’s pattern for overbilling Medicaid.
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Duplicate Payments
Made to Private
Duty Nursing Care
Providers

During a one week period (Monday-Friday), this provider overbilled
Medicaid a total of 214 hours, resulting in an overpayment totaling $5,388.

Day Service Date Billed Billed Payments Over Overpaid
Claims Hours Medicaid Hours Amount

Monday 09/20/99 4 48 $1,224 30 $792

Tuesday 09/21/99 4 51 $1,278 33 $846

Wednesday 09/22/99 5 60 $1,512 42 $1,080

Thursday 09/23/99 5 69 $1,710 51 $1,278

Friday 09/24/99 4 76 $1,824 58 $1,392

5 DAY TOTAL:  22 304 $7,548 214 $5,388

During our audit period, we found 23,261 instances in which private
duty nursing care providers had billed for more than 24 hours of
service in a single day, for a single recipient.  We determined that
Medicaid may have overpaid these providers $2.5 million for at least
107,500 excess hours.  Since our test only considered any hours over
24 in one day as being excess or overbilled, and because many
Medicaid recipients do not require 24-hour care, we believe there is a
significant risk of even greater overpayments. 

To detect duplicate payments for private duty nursing services, MMIS has
computer programs and edits that verify the information recorded on claims
submitted by providers.  However, during our audit period, we found that
some of the computer programs and edits had not been developed adequately,
allowing questionable claims to bypass these controls.

Before MMIS pays any claim submitted by a private duty nursing agency or
registry, it checks its files of previously-paid claims in an effort to detect and
prevent a duplicate payment. According to Health policies and regulations,
claims by providers of private duty nursing services must include the license
number of the nurse who actually performed the service.  When a check for
duplicates is made, the MMIS computer programs compare this license
number as well as other information recorded on the current claim with the
license number recorded on previously-paid claims.  If the MMIS determines
that the license numbers are different, the current claim bypasses the
duplicate edit logic provided in the system, allowing the claim to be paid.

We identified more than 16,000 potential duplicate claims paid by Medicaid
to private duty nursing care providers.  For example, one provider had
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submitted four separate claims for the same day of nursing care rendered to
one recipient.  The provider billed for a total 48 hours of care — 12 hours
on each claim — and was reimbursed by Medicaid a total of $1,056 for the
entire 48 hours.  It appeared to us that two of the provider’s claims are
duplicates that bypassed the MMIS duplicate claims checks, because different
license numbers had been recorded on the duplicate claims, as shown in the
following table:

Claim Patient License No. Service Code Of Care Payment
Nurse’s Date of Fee Hours Medicaid

1 John Doe 484640 6/05/99 W9049 12 hours $246

2 John Doe 999999* 6/05/99 W9049 12 hours $246

3 John Doe 484640 6/05/99 W9050 12 hours $282

4 John Doe 999999* 6/05/99 W9050 12 hours $282

Total: 48 hours $1,056  

*Invalid license number

As shown in the table, we determined that Claim #2 was a duplicate of
Claim #1, and Claim #4 was a duplicate of Claim #3.  In this case, since the
provider recorded a different license number on each of the duplicate claims,
the claims bypassed the duplicate edit checks, resulting in a total of $528 in
Medicaid overpayments to the provider.

By not testing the validity and reasonableness of the license data providers
record on their claims, Health has little assurance that MMIS is detecting all
duplicate claims properly and preventing overpayments.  Using computer-
assisted audit techniques, we identified 16,092 claims totaling $2.6 million
that might be duplicates.  We developed computer programs that compared
claims that had been submitted by the same provider for the same recipient
on the same date of service, detecting only slight changes in the way the
provider had recorded the nurse’s license number on the duplicate claim.
Specifically, our programs compared only the first six digits of each license
number.  In one example, a provider was able to receive a duplicate payment
by adding an additional digit to the nurse’s license number, as shown in the
following table:
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Claim Patient License No. Service Code Of Care Payment
Nurse’s Date of Fee Hours Medicaid

First claim Jane Doe  498813 2/26/99 W9046 6 hours $141

Duplicate Jane Doe   4988131* 2/26/99 W9046 6 hours $141
claim

Total: 12 hours $282  

*Invalid license number

Even though license numbers issued to nurses by the State Education
Department (Education) are six digits long, the MMIS is programmed to
accept numbers as long as eight digits.  The license number field on
Medicaid claim forms may be used for several purposes; under some
circumstances, providers are instructed to either record their Medicaid
provider’s identification number or leave this field blank.  

The license number is a critical control used by the MMIS to pay claims
properly, and to detect duplicate claims submitted by private duty nursing
care providers.  However, Health does not check the license information
recorded on claims by the providers before it authorizes reimbursement.
Providers are allowed to record any combination of letters or numbers as the
nurse’s license number on their claims.  In addition, there is no limit to the
number of claims a provider can bill using the same nurse’s license number.
For example, one provider billed 25 separate claims for the same day,
recording the same nurse’s license number on each claim.  According to the
provider’s claims, one nurse rendered 240 hours of care on one day on
November 15, 1996, to 21 different Medicaid recipients.  During our audit
period, we identified 944 instances (i.e., service dates) in which a provider
used the same nurse’s license numbers to bill 100 or more hours of care on
the same day.

We designed our analysis of possible duplicate claims to detect slight changes
in license number entries, and the use of the number “999999."  Providers
are not restricted in what they can record as nurses’ license numbers on
Medicaid claims, and our test considered the possibility that some of the
number combinations used to identify certain nurses’ licenses could be
invalid.  In our judgment, there is a significant risk that the MMIS has paid
even more duplicate claims than our audit identified.

We determined that the MMIS does not verify or edit the license information
recorded by private duty nursing care providers to identify invalid or
nonsensical license numbers.  Although MMIS does have edits that test the
validity of license numbers recorded on claims submitted by other types of



9

Medicaid providers, such tests are not performed on claims submitted by
private duty nursing registries.  During our audit period, we determined that
the MMIS paid 7,335 claims totaling $1.4 million in which the providers
recorded invalid license numbers.  On 5,442 of these claims, totaling
$893,778, the providers had recorded invalid license numbers consisting of
the number 9.  We previously identified 3,018 of these claims, totaling
$521,319, in this report as potential duplicates.  However, the remaining
2,424 claims, totaling $372,459, should also be investigated by the
Department.  In one case, a provider had billed 12 separate claims for 101
hours of service rendered to several Medicaid recipients on January 9, 1999,
using the license number of 999999.

In addition, we identified 1,893 claims, totaling $461,052, that contained
invalid license numbers consisting of nonsensical combinations of letters,
which are not used in the six-digit license numbers Education issues to
nurses. Some of the invalid license “numbers” used in claims paid by the
MMIS during our audit period are listed in the following table:

Claim License No. Service Code Of Care Payment
Nurse’s Date of Fee Hours Medicaid

1 0000000? 6/04/97 W9045 4 hours $58

2 LPN 1997 8/07/97 W9045 5 hours $90

3 N 12/24/99 W9045 8 hours $168

4 LIC# 12/25/99 W9045 12 hours $276

5 N/C 8/28/99 W9045 3 hours $63

6 NYS LICE 5/24/99 W9045 4 hours $80

7 0000MEDI 11/25/99 W9049 7 hours $147
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Verification of
Claims

These invalid license numbers further illustrate the need for Health to take
steps to ensure the validity of such numbers.

To evaluate the effectiveness of Health’s procedures for preventing
inappropriate reimbursements, we selected 165 claims submitted by 40
independent private duty nurses and 2,214 claims submitted by 18 nurse
registries during our audit period.  We judgmentally selected these claims
from a group of about 103,500 claims, totaling $20.4 million, that MMIS paid
during our audit period.  From our analysis of duplicate claims and claims
for more than 24 hours of care in a single day, we knew that the billings for
a portion of this population were inappropriate.  For example, in the
previously-mentioned case of the provider who had billed 4 claims each for
12 hours, for a total of 48 hours, it is apparent that at least 2 of the claims
were billed inappropriately.

According to Federal law and State regulations, all Medicaid providers are
required to maintain documentation supporting their claims for a minimum
of six years.  We asked the selected providers to supply us with the
documentation to support their claims, including the financial and health
records that would fully disclose the extent of services, care and supplies
provided to Medicaid recipients.  In addition to these requirements, private
duty nurses must maintain a copy of the physician’s written orders for a
minimum of six years.

Of the 2,214 claims submitted by the nurse registries, we found that 649
claims were not properly supported.  In these cases, either the registries did
not have records that would support the services for which Medicaid was
billed, or the registries claimed more hours of private nursing care than the
providers’ records supported.  For these claims, we determined that
Medicaid overpaid nurse registries $104,270.

Of the 165 claims selected for our test of Medicaid reimbursements to
independent private nurses, we found that 102 claims were not fully
supported.  Specifically, we found that:

! A total of 42 claims had been billed improperly, because the provider
claimed more hours of service than were supported by the medical
records supplied to us.  We determined that, in these cases,
Medicaid was overbilled by $6,927.

! For another 42 claims totaling $14,460, the provider supplied us with
inappropriate documentation.  The nurses were able to supply us only
with copies of the claim forms they used for billing Medicaid, or
copies of the remittance statements the providers received along with
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their Medicaid payments, instead of their nursing notes or other
required medical records.

! For 18 claims submitted by 5 private nurses, the nurses either did not
respond to our request for documentation that would support the
claimed services, or informed us they did not have any supporting
documentation available.  These claims totaled $6,468.

We contacted one of the nurses who did not respond to our initial request for
documentation.  A private duty nurse, she informed us that she could not
provide us with any records supporting her Medicaid claims selected as part
of our review.  Failing to maintain the records necessary to fully disclose the
extent of the care or services performed is a violation of Medicaid
reimbursement rules.  The private duty nurse also informed us that she
herself did not perform some of the services she billed Medicaid for.
Instead, she said, she assigned the tasks to a fellow nurse who was not an
enrolled Medicaid provider — also a violation of Medicaid reimbursement
rules.  According to her claims, from March 17, 1997 through March 31,
1997, the private duty nurse was providing care to two different recipients.
However, using Medicaid eligibility records maintained by Health, we
determined that the recipients’ homes were located about 30 miles from each
other.  For 15 consecutive days, the private duty nurse billed Medicaid for
20-28 hours of service each day.  She said she billed Medicaid for both the
services she performed and the services rendered by the other non-Medicaid
nurse, and then split the Medicaid reimbursement with the other nurse.  In
addition, information we obtained from Education indicates that, even though
the non-Medicaid nurse was an LPN, her services were billed at the higher
RN rate.
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Recommendations

1. Investigate the over $5.9 million in overpayments identified in this
report.  As warranted, take steps to recover overpayments.

2. Develop and implement computer controls necessary to:  

! detect duplicate payments and prevent Medicaid from
reimbursing private duty nursing providers for more than 24
hours of care in a day for a single Medicaid recipient, and

! detect invalid Medicaid service-identification numbers
(nurses’ license numbers) that private duty nursing care
providers have recorded on their claims.

3. Instruct Medicaid providers on the proper way to record Medicaid
service-identification numbers on their claims.
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Accuracy of the MMIS License Master File
Organizations with large-scale computer systems should establish procedures
for ensuring that information entered into the systems is reliable, valid and
complete before it is converted into machine-readable format and used in
processing transactions.  These procedures should include: (1) testing or
editing data for valid limits or reasonableness; (2) reconciling output records
with input entries; (3) detecting and correcting errors; (4) accumulating
rejected transactions; and (5) reviewing and resolving these transactions.
The MMIS has already implemented many of these edits.  However, due to
a flaw in the process of updating license data received from the State
Education Department, the MMIS license master file does not contain license
information for all of the nurses who are providing care to Medicaid
recipients.  We also determined that, although Education supplies Health with
license information on all nurses in New York State, including their license
numbers, the MMIS does not use such information to verify license
information recorded on Medicaid providers’ claims.

Each week, Education sends Health a file containing license information for
all LPNs and RNs practicing in New York State.  In addition to the nurse’s
license number, Education supplies Health with information on newly-licensed
nurses, as well as nurses who can no longer practice because their licenses
have been suspended or revoked.  Although Health updates its license master
file with this information, this file is incomplete because some entries are
rejected.  In addition, a flaw in the system that incorrectly identifies some
data as duplicate, prevents some of the records Education supplies from being
recorded on the MMIS license master file.

When we reviewed the programming logic used to update the MMIS with
license information, we determined that a procedure intended to prevent
duplicate transactions actually causes certain new entries to be rejected.
Health’s programs check for duplicate records by comparing the nurses’
licenses numbers.  However, according to Education officials, two individual
nurses may have the same six-digit license number if one is an LPN and the
other an RN; and Health’s programs ignore an additional two-digit profession
code, assigned by Education and supplied to Health, that distinguishes one
group from the other. 

As part of our audit, we sought to determine whether Medicaid was
reimbursing private duty nursing providers for services performed by nurses
with revoked or suspended licenses.  During our audit, Education supplied us
with a list of more than 900 nurses whose licenses had been revoked or
suspended for some period of time since 1977.  When we compared this list
with Health’s license master file, we found that, although many of the
numbers on Education’s list matched the numbers on Health’s file, several
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Recommendations

4. Correct the flaw in the license-updating process, making sure that
all valid license information supplied by the New York State
Education Department is updated accurately.

5. Develop and implement controls that match license information
recorded on providers claims with information supplied by
Education.  Use these controls to prevent Medicaid from
reimbursing private duty nurses who have suspended or revoked
licenses.

of the names associated with those numbers did not match.  Because Health’s
license file contains inconsistent data and the providers have sometimes
recorded inappropriate license information on their claims, we could not
perform our test with any certainty.

Unless the license information obtained from Health is adequate, the MMIS
cannot check the validity of nurses’ licenses while claims are being
processed.  To assure Health that nurses with suspended or revoked licenses
are not being reimbursed, this flaw in the update process must be corrected
so that the information Education supplies each week can be used to verify
claims.
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Policies and
Procedures 

Evaluation of Prior Approval Process
To assess the adequacy of Health’s procedures for approving and controlling
private nursing services for Medicaid recipients, we judgmentally selected
for analysis 50 prior approvals processed during our audit period.  Our
examination found significant control weaknesses that might be causing
MMIS to overpay providers of private duty nursing services.  Of the 50 prior
approvals we selected, Health workers could not locate 6 files; and just 12
of the 44 prior approvals that were available for us to test had been
processed in accordance with Health’s policies and procedures.  In the
remaining 32 cases, Health and local district employees either circumvented
Medicaid policies for approving private duty nursing care or made errors in
updating the MMIS with prior approval information.

Generally, Health approves private duty nursing services for Medicaid
recipients for up to six months at a time.  Health has established policies and
procedures that its staff and local districts are supposed to follow when
approving private duty nursing services for Medicaid recipients.  For
example, before approving a request for such care, Health requires: (1) a
written medical justification from the recipient’s physician; (2) a care plan
indicating the amount, duration and level of care needed; (3) a completed
prior approval request form; and (4) an in-home patient assessment for each
case performed by a Certified Home Health Agency (CHHA), which is a
community-based home care service agency that provides preventive,
therapeutic or rehabilitative services to Medicaid recipients.  CHHAs are
regulated by Health, which relies on them to determine whether private
nursing services are appropriate for individual Medicaid recipients.

Before Medicaid providers can receive reimbursement for private duty
nursing services, recipients’ prior approval information must be entered into
the MMIS, which provides controls for checking provider claims against
prior approval information maintained by the Bureau of Medical Review and
Evaluation and the eight designated local districts.  For provider claims to be
paid properly, the following information must be entered into the MMIS: (1)
the service dates (the days on which the care will be provided); (2) the
maximum number of hours of care to be provided; and (3) the skill level of
nursing care required (either RN or LPN).  Our analysis found several
instances in which Health and district employees had updated the MMIS with
inaccurate prior approval information.  For example, we found that
employees had entered more hours of care than ordered by the Medicaid
recipient’s physician, entered duplicate prior approvals for the same
recipient, and made inappropriate adjustments or changes to existing prior
approvals.  If this information is not recorded accurately, MMIS may make
incorrect reimbursements to private duty nursing care providers.
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For instance, one recipient’s physician had ordered 24 hours of private
nursing care each day from August 8, 1999 through February 4, 2000, for a
total of 4,392 hours.  However, when employees in one local district updated
the MMIS, they entered a total of 6,552 hours, or 2,160 excess hours for this
recipient, as shown in the following table: 

Private Duty Nursing Care Hours Cost
Nursing Associated

Approved and updated to the MMIS 6,552 $167,733

Ordered by recipient’s physician {24 hours x 183 days} 4,392 $103,212

Excess hours 2,160 $64,521

Medicaid will pay provider claims as long as the maximum amount of care
recorded on the MMIS is not exhausted.  In this case, Medicaid was at risk
of making substantial overpayments because an excess number of hours had
been recorded on the MMIS.

Health employees informed us that, to accommodate the work schedules of
Medicaid providers, they often inflate or add more hours of care to
providers’ prior approval requests.  For example, two or more providers
may be required to render nursing care to the same recipient on an
alternating basis.  If one provider has to work extended hours because the
other is unable to work or provide the scheduled services, Health inflates
each provider’s prior approval request.  In such cases, if the original prior
approval request had not been inflated, it would be necessary to make an
adjustment to allow payment for the extended hours. 

According to staff of Health’s Bureau of Medical Review and Evaluation,
maintaining and adjusting prior approval records on the MMIS is a time-
consuming process that requires more employees than the Department can
commit.  Inflating the providers’ original requests and updating the MMIS
with excess hours, in anticipation of conflicts between providers’ work
schedules, is intended to save time.  Moreover, Bureau staff pointed out to
us that changes in a recipient’s medical condition might mean that he or she
requires more care than originally ordered.  Instead of seeking a physician’s
determination of whether more care is necessary, Health staff inflate the
provider’s original request and update the MMIS with the excess hours.  In
one case, a Health worker had instructed the parent of a Medicaid recipient
to keep track of the hours worked by multiple private nursing providers
assigned to the case.  In a memo to the recipient’s parent, Health officials
stated that they could not keep track of changes in the providers’ work
schedules, and instructed the parent to send completed prior approval request
forms for each provider to them at the end of each month, after the services
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were performed.  Such arrangements are against Medicaid reimbursement
policy; no payment is to be made if the request for prior approval is
submitted after the service is rendered.

We also found cases in which employees had entered duplicate prior approval
information into MMIS.  Although Medicaid recipients receiving LPN-level
services may also need the more-highly-skilled services of an RN, each level
of care must be authorized by a separate prior approval, and the combined
hours of services for both levels of care should not exceed the maximum
number ordered by the recipient’s physician.  During our review, we found
several cases in which Health had updated the MMIS with two prior
approvals, one for LPN care and one for RN care.  However, each prior
approval had been entered with the maximum number of hours ordered by
the recipient’s physician, thus doubling the total number of hours ordered. 

For example, one Medicaid recipient’s physician ordered LPN-level care for
24 hours a day starting on March 16, 1999 and ending June 14, 1999, for a
total of 2,184 hours.  Shortly after the private nursing care began, the
recipient’s medical condition changed, requiring periodic RN-level care.
Instead of updating the MMIS by entering the specific new RN requirement,
Health employees doubled the number of hours ordered by the physician,
entering an additional 2,184 hours of RN care.  As a result, the MMIS was
programmed to pay for up to 4,368 hours of care during the approved time
period, or 48 hours of care a day (24 for the LPN and 24 for the RN) for 91
days.  When we investigated this case further, we determined that the
provider billed Medicaid for 48 hours of care each day from March 16, 1999
through April 17, 1999, submitting separate claims for 24 hours of RN care
and 24 hours of LPN care supposedly provided on the same day. Then, from
April 18, 1999 through May 1, 1999, the provider billed for 36 hours of care
each day: 24 RN hours and 12 LPN hours.  During this time, Medicaid
reimbursed the provider a total of $49,986; however, we determined that this
amount included an overpayment of between $21,000 and $29,000, depending
on the actual amount of RN-level care provided.  The entering of excess
hours or duplicate prior approvals in the MMIS results in an unnecessary risk
that Medicaid will make overpayments.
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Documentation for
Prior Approvals

We reviewed 44 prior approval folders included in our test to determine
whether they contained documentation that the units of service recorded on
the MMIS were accurate and reasonable and had been approved in
accordance with Health’s policies and procedures.  We determined that half
of the folders we reviewed did not contain the necessary documentation to
support the private duty services approved by the Bureau.  Several of the
folders contained no medical justification, such as a care plan or physician’s
orders for the services approved.  In some cases, physicians’ orders were
more than four years old; other folders contained care plans or physician’s
orders without a physician’s signature. 

In other instances, we found no evidence that a required patient assessment
had been conducted at the recipient’s residence before the services began or
while the recipient was receiving the care.  In one case, the only patient
assessment on file was more than three years old.  Beyond the initial patient
care assessment, Health performs little monitoring of private duty nursing
providers, in contrast to the oversight that Federal and State regulations
require of home care providers working in the Medicaid CHHA program.
Patients should be assessed regularly to ensure that they are being cared for
properly in an appropriate setting, and to determine whether the private
nursing resources available in the recipient’s community are adequate.

We also found several cases in which Health and local district staff had
adjusted existing prior approvals inappropriately.  In these situations, prior
approvals were adjusted upward, with significantly more hours than required
by the recipient’s care plan despite the lack of documentation supporting the
increase.  We checked six prior approvals included in our test that had been
adjusted during our audit period, and compared the hours order by each of
the recipients’ physicians with the related claim paid by the MMIS.  We
found that, in five cases, providers had been reimbursed for more hours of
care than were ordered by the recipients’ physicians.  As a result, Medicaid
may have overpaid about $10,000 in these five cases alone.  In addition, we
found several instances in which the MMIS was updated with the wrong level
of nursing care.  For example, Health staff updated the MMIS with the
more-costly RN-level care despite documentation that the recipient’s
physician had ordered LPN care.  These weaknesses increase the potential
for errors in the prior approval process that may cause the MMIS to make
overpayments.
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Recommendations

6. Implement appropriate procedures for ensuring that all prior
approval requests for private duty nursing services are reflected
appropriately on the MMIS in accordance with the orders of the
Medicaid recipients’ physicians.

7. Maintain proper documentation to support all prior approval
determinations.

8. Determine whether the staffing resources responsible for approving
private duty nursing care for Medicaid recipients are adequate.
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