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Dear Dr. Novello: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution and Article II, Section 8 of the State Finance Law, we have audited the Department of 
Health’s oversight of Medicaid payments for non-emergency transportation services in New York 
City.  Our audit covered the two-year period October 1, 1999 through September 30, 2001. 
 
A. Background 
 

The Department of Health (Health) administers the State’s Medical Assistance program 
(Medicaid), in which medical services are provided to eligible low-income individuals.  Health is 
assisted by New York’s local social services districts (57 counties and New York City), which 
determine whether applicants are eligible for program services.  Health uses the Medicaid 
Management Information System (MMIS), a computerized payment and information reporting 
system, to process claims from, and make payments to, health care providers for services rendered to 
Medicaid recipients.   
 

If a Medicaid recipient needs medical services, but cannot get to those services, federal 
regulations require that transportation be provided to the recipient.  Recipients generally use 
transportation services to travel from their residence or a medical facility to another facility for 
medical services.  Transportation services generally comprise emergency services (ambulances) and 
non-emergency services (ambulettes, livery, personal cars or public transportation).  During the two 
years ended September 30, 2001, the Medicaid payments made by Health for transportation services 
in New York City totaled $266 million, of which $236 million (89 percent) related to non-
emergency services and $30 million (11 percent) related to emergency services. 
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An ambulette is a special purpose vehicle, equipped to provide non-emergency transport to 
individuals with special needs.  Ambulette is the most costly mode of non-emergency transportation 
in New York City, costing $23 to $83 per round trip.  The cost of the trip varies depending on the 
distance traveled and the level of assistance provided to the recipient.  In contrast, a livery round trip 
costs $15 to $25 and public transportation costs $3 per round trip.  During the two years ended 
September 30, 2001, $198 million of the $236 million (84 percent) in Medicaid payments for non-
emergency transportation services in New York City related to services provided by ambulettes. 
 

Individuals having a medical condition or functional limitation preventing their transport 
without personal assistance qualify for ambulette services.  A recipient who can walk to and from a 
vehicle, his or her home, and a place of medical services without assistance usually does not need 
ambulette transport, unless that individual has a qualifying special need, such as a visual or mental 
impairment.  Moreover, if a recipient can be transported with the assistance of a family member, 
friend or home health care worker, the recipient does not need ambulette transport.  In these cases, 
livery or public transportation would be a more appropriate and less costly mode of transport. 
 

Health’s regulations require that all non-emergency transportation services, including 
ambulette services, be authorized by the local district before the transportation expenses are 
incurred. The purpose of this prior-authorization is to affirm that the transportation services are 
needed by the recipients to obtain necessary medical care.  Prior-authorization is not required for 
emergency ambulance transportation.  In New York City, this prior-authorization is provided by the 
New York City Human Resources Administration (HRA).  The transportation services are arranged 
by the medical service provider.   
 

According to Health’s regulations, if a recipient’s medical condition necessitates the use of 
an ambulette, the medical service provider must document the condition and retain this 
documentation for six years as part of the recipient’s medical records.  Moreover, if the recipient is 
transported outside the geographic area of his or her community, the medical service provider must 
document why this was necessary.  According to Health officials, a recipient may be transported 
outside his or her geographic area when the needed medical services are not available within the 
geographic area, to continue ongoing treatment with a medical provider, or if there is a backlog at 
service facilities within the geographic area.  Otherwise, Medicaid is liable only for the cost of 
transporting the recipient within his or her geographic area of residence. 
 
B. Audit Scope, Objective and Methodology 
 

We audited Health’s Medicaid payments for non-emergency transportation services in New 
York City for the two years ended September 30, 2001.  The objective of our performance audit was 
to determine whether Health’s controls provide reasonable assurance that these services are provided 
in a cost-efficient manner.  To accomplish our objective, we interviewed officials at Health, HRA 
and the federal Centers for Medicare and Medicaid Services.  We also reviewed applicable Health 
and HRA policies, and examined selected payments for ambulette services in New York City.  We 
focused on ambulette services because claims for such services accounted for almost 84 percent of 
all the non-emergency transportation claims in New York City during our audit period and 75 
percent of all the transportation claims in New York City during the period.  The ambulette claims 
we examined were selected randomly in accordance with scientific sampling techniques.  As part of 
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our examination, we contacted the medical service providers that ordered the ambulette services and 
reviewed their documentation supporting the need for the services. 

 
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 the 
practices of Health that are 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 we 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 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. 
 
C. Results of Audit 
 

We found that Medicaid payments for non-emergency transportation services in New York 
City are significantly higher than necessary, mainly because ambulette services are often provided to 
Medicaid recipients who do not need the services and could be transported by less costly means such 
as livery and public transportation.  If the unnecessary costs identified by our audit were eliminated, 
Medicaid costs could be reduced by $23 million a year.  We recommend that a number of 
improvements be made to the existing controls over payments for ambulette services.  
 

According to Health’s regulations, ambulette services may be provided to Medicaid 
recipients if the recipients qualify for the services (i.e., if they are unable to be transported without 
personal assistance).  Moreover, a recipient may be transported outside his or her geographic area 
(as defined by Health) to continue ongoing treatment or if the services needed by the recipient are 
not readily available within the recipient’s geographic area.   
 

To determine whether ambulette services in New York City were provided in accordance 
with these regulations, we selected a sample of paid Medicaid claims for review.  During our two-
year audit period, Health paid a total of 6.4 million claims for ambulette services in New York City. 
 The payments on these claims totaled $198 million.  Using scientific sampling techniques, we 
randomly selected 267 of these claims totaling $8,223.  We determined that the ambulette services 
represented by these 267 claims were ordered by 150 different medical service providers.  We 
contacted these providers and reviewed their documentation supporting the need for the ambulette 
services.  In addition, if a recipient was transported outside his or her geographic area, we reviewed 
the documentation justifying the need for this.   
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For 112 of the 267 claims, we found that either the recipient did not qualify for ambulette 
services, transportation outside the recipient’s geographic area was not justified, or documentation 
supporting the need for ambulette services was not provided, as follows (some claims were deficient 
in more than one respect): 
 

• in 65 of the claims, the documentation provided by the medical service provider did not 
indicate that the recipient qualified for ambulette services;  

 
• in 33 of the claims, the recipient was transported outside his or her geographic area, but 

the need for the recipient to be transported outside the area was not justified by the 
medical service provider; and, 

 
• in 25 of the claims, documentation supporting the need for ambulette services was not 

provided by the medical service provider.   
 

In the instances in which the need for ambulette services was not justified, it is likely that a 
less costly form of transportation (e.g., livery, public transportation or personal cars) could have 
been used to transport the recipient to medical care.  In the instances in which transportation outside 
the recipient’s geographic area was not justified, Medicaid’s cost should have been limited to the 
cost of the ambulette service within the area.  We estimate that, if livery service had been used 
instead of ambulette service on the claims for which ambulette services were not justified, and if 
Medicaid’s cost had been limited to the cost of service within the area on the claims for which 
transportation outside the area was not justified, the Medicaid payments on these 112 claims would 
have been reduced from $4,064 to $1,766, a savings of $2,298.   
 

If the savings from our random sample are statistically projected to all 6.4 million claims for 
ambulette services in New York City during the two-year period, it can be estimated with 95 percent 
confidence that the Medicaid payments on these claims could have been reduced by about $46 
million.  We therefore conclude that, if improvements were made in Health’s and HRA’s controls 
over payments on claims for ambulette services, Medicaid costs could be reduced by about $23 
million a year.  We further note that these savings would be even greater if public transportation 
were used instead of livery services in some of the instances in which ambulette services were not 
needed.   
 

Health officials told us that a number of controls have already been established over 
payments on claims for ambulette services.  According to the officials, there are separate phases to 
the prior-authorization process.  Medical providers perform the initial phase when they order the 
services.  The medical providers then obtain prior-authorization numbers from Health’s fiscal agent, 
Computer Sciences Corporation (CSC).  Before issuing the authorization number, CSC verifies that 
the medical and transportation providers are valid Medicaid providers.  The transportation provider 
must include this authorization number on the Medicaid transportation claim submitted to the MMIS 
for payment.   
 

Lastly, HRA performs a post-trip quality assurance review of the ambulette trips ordered by 
88 medical providers, which together order more than 38 percent of all the Medicaid transportation 
services in New York City.  In some instances, HRA finds that a less costly mode of transportation 
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should have been used and recommends that the provider consider ordering a less costly mode of 
travel for subsequent trips.   
 

We acknowledge that certain needs are met by these controls.  However, as is demonstrated 
by the results of our audit, the existing control system is not sufficient to prevent millions of dollars 
a year in unnecessary Medicaid payments.  We believe improvements are especially needed in 
HRA’s quality assurance review process, as follows: 
 

• Since the reviews are performed after the recipient is transported and after the 
transportation claim is paid, they cannot prevent clearly unnecessary transportation 
expenses.   

 
• The reviews do not require medical providers to use less costly modes of travel, do not 

verify whether providers follow HRA recommendations to use less costly modes of 
travel, and do not recover overpayments resulting from the more costly modes of travel. 

 
• While Health and HRA officials state that the quality assurance review process has 

resulted in transportation cost savings, they could not provide us with documentation of 
any savings.  

 
• Many medical providers are not affected by the quality assurance reviews, since only 88 

of the approximately 7,800 medical providers in New York City are subject to the 
reviews.  Moreover, since 14 of the 112 inappropriate claims in our sample were 
submitted by providers who are subject to the reviews, we question the effectiveness of 
the reviews on the providers who are subject to them. 

 
Improvements are also needed in the process used to issue prior-authorization numbers, as 

the numbers are often issued after the services have already been provided.  For example, during our 
two-year audit period, CSC files contained authorizations for 1.9 million of New York City’s 6.4 
million ambulette claims.  We determined that the authorizations were issued after the services were 
provided in 74 percent of these 1.9 million claims.  In such instances, the intended control may be 
compromised, because Health cannot provide reasonable assurance that the medical service 
providers are ordering the most cost-efficient mode of transport. 
 

In addition, even though medical service providers are subject to audit by Health and must 
pay restitution for inappropriate actions, Health has not conducted audits of the transportation 
services ordered by medical service providers since becoming responsible for Medicaid 
administration in 1996.  The former Department of Social Services, which was responsible for 
Medicaid before Health, used to conduct such audits.  These audits identified providers that ordered 
inappropriate transportation services and took administrative actions against the providers, including 
assessing and recovering monetary damages. 
 

Recommendations 
 

1. Enhance or develop controls that provide reasonable assurance New York City Medicaid 
recipients are transported cost-efficiently, including instructing HRA to perform its quality 
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assurance review before recipients are transported and to confirm that providers have 
complied with the recommendations of past reviews. 

 
2. Evaluate the effectiveness of the prior-authorization process for non-emergency 

transportation services. 
 

3. Conduct audits of medical service providers to determine whether the providers are ordering 
appropriate transportation services for Medicaid recipients. 

 
We provided draft copies of this report to Department of Health officials for their review and 

comment. We considered their comments in preparing this report.  Department officials agreed with 
the report’s recommendations and identified actions planned or taken to implement them.  A 
complete copy of the Department’s response is included as Appendix A. 
 

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 the 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. 
 

Major contributors to this report were Kenneth Shulman, William Clynes, Sheila Emminger, 
Ottavio Nicotina, Leo Shaw, Julie DeRubertis, David Amedio and Dana Newhouse. 
 

We wish to thank the management and staff of the Department of Health for the courtesy and 
cooperation extended to our auditors during this audit. 
 
        Very truly yours, 
 
 
 
        Kevin M. McClune 
        Audit Director 
 
cc: Deirdre A. Taylor 
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