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Scope of Audit

Executive Summary

Office of Mental Health
Investigative Practices Undertaken by Patient
Resource Offices

The Office of Mental Health’s (OMH) Bureau of Reimbursement
Operations (Bureau) is responsible for generating revenues for inpatient,
outpatient, and other services provided at OMH facilities.  The Bureau is
responsible for investigating patient resources, billing all available payers,
collecting revenues, applying cash receipts, and managing accounts
receivable in accordance with Section 43 of the Mental Hygiene Law.
The Field Operations Section of the Bureau includes 11 Patient Resource
Offices (PROs), which are responsible for determining patients’ ability to
pay for services and for establishing accounts in appropriate billing
systems.  PROs are at locations either in or near OMH facilities, where
PRO staff can monitor all patient admissions, changes, and discharges to
ensure that accounts are established and that benefits are developed
appropriately.  The full cost of care at an OMH inpatient facility, as of
March 31, 1997, was $835 per day.  During the two fiscal years that
ended on March 31, 1997, total reimbursements reported by OMH were
$1.571 billion.  Most of the revenues directly attributable to patient
resources were recovered from Medicaid.

Our audit addressed the following questions about the PROs’ efforts to
investigate the ability of non-Medicaid-eligible inpatients to pay for
services received at OMH facilities during the two-year period that ended
on March 31, 1997:

! Do PRO staff members follow OMH procedures when they
investigate patients’ resources?

! Are the investigations conducted in an effective manner, identify-
ing patient assets and income that could be applied to the cost of
care?

To obtain answers to our questions, we reviewed a random sample of 83
non-Medicaid inpatient admissions at the five PROs located at OMH’s
Rockland, Bronx, South Beach (Staten Island), Creedmoor (Queens), and
Pilgrim (Long Island) psychiatric centers.  Our sample was selected from
OMH’s database of 8,136 non-Medicaid inpatients who had been admitted
at these facilities during our audit period.  We also reviewed the patients’
medical records to identify any financial or other relevant information that
should be shared with the PRO agents to assist them in their investiga-
tions.



Audit Observations
and Conclusions

Comments of OMH
Officials

No direct reimbursement was received from either the patient or third-
party health insurers for the costs of treatment for 62 of the 83 patients
in our sample.  This amounted to a cost of $3.2 million of which OMH
officials estimate about 50 percent is indirectly recovered with Federal
disproportionate share revenue collections.  Although these patients as a
group have a low probability for potential income or assets, we concluded
that the PRO agents need to do a better job in conducting their investiga-
tions to maximize direct recoveries.  In 11 (13 percent) of the 83 cases we
reviewed, we found that the investigations were either incomplete or
inadequate.  OMH procedures were frequently not followed in the
investigations that were conducted.  In several instances, we found
indications that the patients had either income or assets; but PRO agents
had not followed up on that information.  For example, we identified five
cases in which information in the patients’ medical records indicated
potential sources of income or assets.  Records for two of our sample
patients at the Pilgrim Psychiatric Center indicated that they had been
self-employed; yet the cost of their care had been written off, and they
had been classified as State charges without further investigation.  We
found that PRO agents had been unaware that any of the five patients
might have sources of income or assets.  The full cost of their care was
$72,683.  (See pp. 5-8)

Patients’ relatives are supposed to be contacted to obtain information about
a patient’s financial resources.  However, we found that, although family
members had been identified for 70 of the 83 patients in our sample,
attempts were made to contact relatives of only 24 (34 percent) of the 70.
In addition, just 8 of the 24 were actually contacted.  In addition, in some
cases, we found that PRO agents had not performed thorough bene-
fit-eligibility checks with the Social Security Administration; nor had they
conducted Medicaid-eligibility checks on the Welfare Medicaid System in
some cases.  Agents also did not always make bank inquiries to determine
whether the patients might have assets.  (See pp. 8-11)

We recommended that OMH ensure that PRO agents perform timely
investigations of inpatients’ financial status, including making reasonable
efforts to identify and contact patients’ relatives; conducting bank inquiries
when there are indications that patients may have income or assets;
obtaining relevant patient information from facility staff; and checking
with the Welfare Management System and contacting the Social Security
Administration.  (See p. 12)

OMH officials indicate that the recommendations identified in the report
are consistent with existing OMH policies and procedures.  Furthermore,
officials maintain that they have been in substantial compliance with the
recommendations and that the report findings do not support the need for
improvement.
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Background

Introduction

The Office of Mental Health (OMH) is responsible for the planning and
operation of an integrated system of mental health care designed to assist
adults who have serious and persistent mental illness and children who
suffer from serious emotional disturbances.

OMH currently operates 28 facilities providing inpatient, outpatient, and
community support programs throughout the State, including 17 adult
psychiatric centers, 6 children’s psychiatric centers, 3 forensic psychiatric
centers, and 2 research institutes.  OMH psychiatric centers are serving
a declining number of patients, with annual admissions of approximately
9,700 inpatients — both adults and children.  They also serve more than
37,000 other individuals each year through various outpatient and support
programs.

In recent years, appropriations to fund these operations have been reduced
progressively.  For the year that ended on March 31, 1996, OMH
appropriations for State operations totaled $1.2 billion.  For the following
year, that amount was reduced to $1.1 billion, reflecting reductions in
OMH’s inpatient census and its efforts to match clients to the most
appropriate services and settings.

OMH’s Bureau of Reimbursement Operations (Bureau) is responsible for
generating revenues for inpatient, outpatient, and other services in all
OMH facilities.  Operating under principles expressed in OMH policies
and clinical goals, the Bureau seeks to maximize its potential revenues.
The Bureau is responsible for investigating patients’ resources, billing all
available payers, collecting revenues, applying cash receipts, and managing
accounts receivable in accordance with Section 43 of the Mental Hygiene
Law.  The Field Operations Section of the Bureau includes 11 Patient
Resource Offices (PROs), which are responsible for investigating patients’
ability to pay for services and for establishing patients’ accounts in
appropriate billing systems.  PROs are at locations either in or near OMH
facilities, where their staffs monitor all patient admissions and discharges
to ensure that accounts are established and benefits are developed
appropriately.  PRO agents inform patients of their obligations and
entitlements, and monitor and pursue receivables.  The Field Operations
Section employs 2 supervising resource and reimbursement agents, 16
senior agents, and 51 staff agents, who are in turn supported by 40
secretaries, clerks, and keyboard specialists.  The field offices are located
at the following psychiatric centers: Buffalo, Binghamton, Middletown,
Rockland, Bronx, Creedmoor (Queens), South Beach (Staten Island),
Pilgrim (Long Island), and Capital District (Albany).  Two other PROs,
Syracuse and Utica, are not located on the grounds of an OMH psychiatric
center.
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Audit Scope,
Objectives, and
Methodology

OMH generates the bulk of its revenue from Medicaid and Medicare and
derives the balance from third-party health insurers and self-paying
patients.  These revenues generally result from billings for patient care.
The full cost of care at an OMH inpatient facility, as of March 31, 1997,
was $835 per day.  Over the four fiscal years from April 1, 1993 through
March 31, 1997, total revenue rose from $770.4 million to $794.4
million.  This growth was largely due to an increase in Federal funds
OMH received for the disproportionate share of poor people treated at
OMH facilities.  Revenues directly attributable to patient resources, on the
other hand, declined by almost $184 million from $592.2 million to
$408.4 million.  This latter trend was consistent with the decline in
OMH’s patient census.  The following table shows the distribution of
reimbursements received during this period.

Revenue Source FY 1993-94 FY 1994-95 FY 1995-96 FY 1996-97

Self-Paying Patients $31,451,022 $27,890,617 $23,896,213 $21,583,539

Third-Party Insurance 27,065,142 26,903,263 24,377,228 22,392,087

Medicare 53,808,781 56,209,947 55,918,136 46,249,630

Medicaid 477,644,813 379,820,079 330,616,893 315,417,791

Community Res. Rent 2,216,397 2,723,156 2,653,765 2,771,082

  Sub-Total 592,186,155 493,547,062 437,462,235 408,414,129

Disproportionate Share of
Federal Funds 111,844,121 227,429,162 300,000,000 335,770,000

Miscellaneous 66,365,165 56,529,955 39,162,930 50,216,498

  Total Receipts $770,395,441 $777,506,179 $776,625,165 $794,400,627

We audited the PROs’ efforts to investigate the ability of
non-Medicaid-eligible inpatients to pay for services received at OMH
facilities during the two-year period that ended on March 31, 1997.  The
objectives of our audit were to determine whether the investigations had
been performed according to proper procedures and whether the investiga-
tions had been conducted in an effective manner, identifying patients’
assets and income that could be applied to the cost of care.  To accom-
plish these objectives, we reviewed a random sample of 83 non-Medicaid
inpatient admissions at the five PROs located at OMH’s Rockland, Bronx,
South Beach, Creedmoor, and Pilgrim psychiatric centers.  Our sample
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Response of OMH
Officials to Audit

was selected from OMH’s database of 8,136 non-Medicaid inpatients who
had been admitted at 14 facilities covered by these PROs during the
two-year period that ended March 31, 1997.  We also reviewed the
patients’ medical records to determine whether they contained pertinent
financial or demographic information that would be helpful to the PRO
agents in their investigations; interviewed PRO and psychiatric center
staff; and reviewed applicable laws, rules, regulations, policies, and
procedures.

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 those operations of OMH which are included
within the audit scope.  Further, these standards require that we under-
stand OMH’s internal control structure and its compliance with those laws,
rules and regulations that are relevant to the operations which are 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 recommen-
dations.

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

A draft copy of this report was provided to OMH 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 Office of Mental
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 recom-
mendations were not implemented, the reasons therefor.



4



5

Investigations by Patient Resource Offices

The development of a reimbursement plan requires an investigation of an
inpatient’s financial status.  The Field Operations Section has established
a series of procedures PRO agents are to use when they perform their
investigations, including appropriate actions for obtaining the patient’s
identifying data, such as age, marital status, and social security number.
Agents are also supposed to identify any Medicaid, Medicare, or insurance
coverage; or any income or assets that can be used to offset the cost of
the patient’s care.  These investigations must be performed for each new
admission and for every case in which the patient has been out of the
facility for six months or more.

The investigation process includes interviewing every new patient who is
more than 18 years old.  In the case of re-admitted patients, the agent is
authorized to decide whether a new interview is necessary.  An In-
take/Fact Sheet (form BPR 282), detailing the patient’s basic identifying
data, as well as insurance coverage and financial information, is completed
during the interview.  In addition, a financial questionnaire (form BPR
262) may be sent to the patient’s relatives or friends to obtain information
about the patient and any legally-responsible individuals.  If these forms
are not returned, the agent is required to follow up.

In addition to interviewing, screening, and filling out financial question-
naires, the investigation process includes telephone contacts with the
patient’s social worker and treatment team; contacts with his or her
relatives; reviewing medical records; performing Welfare Management
System (WMS) and Social Security Administration (SSA) queries to
determine benefit eligibility; and contacting banks and other financial
institutions.

If insurance is available, an account is set up and the carrier is billed by
the OMH Central Office.  When the patient is not covered by insurance
but has assets or income, he or she might not be billed at the full cost of
care - $835 per day as of March 31, 1997.  The patient might be billed
instead according to Medicaid guidelines, which allow the patient to retain
specific levels of assets or income based on the patient’s family size.  If
a patient is deemed unable to pay for the cost of his or her care, the
unpaid portion is considered a State charge.  We determined that no direct
reimbursement was received toward the costs of treatment for 62 of the
83 patients in our sample.  This amounted to a cost of $3.2 million.
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OMH officials estimate that about 50 percent of these costs are indirectly
recovered in OMH’s Federal disproportionate share claims.

The 83 case files we reviewed were distributed as follows:

PRO/Facility Total Admissions
Sample Cases

PRO Facility

Rockland PRO 15

Rockland PC 13   966

Hudson River PC  2   181

Rockland Children’s PC  0    19

South Beach PRO 39

South Beach PC 25 1,692

Kingsboro PC  8   652

NY Psychiatric Institute  6   306

Pilgrim PRO 17

Kings Park PC 17 1,890

Pilgrim PC  0   364

Central Islip PC  0    11

Creedmoor PRO  8

Creedmoor PC  8   934

Manhattan PC  0   463

Kirby Forensic  0   111

Bronx PRO  4

Bronx PC  4   545

Bronx Children’s PC  0     2

Total 83 83 8,136
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We found that some of the investigations we reviewed were either
incomplete or inadequate.  Eleven (13 percent) of the 83 files we
examined warrant further investigation in at least one area.  For example,
we identified several instances in which it appeared that the patients had
either income or assets that had not been investigated.  These included a
real estate brokerage firm, a computer repair business, and a bank
account.  In addition, the PRO agents frequently did not follow established
procedures.  They did not always contact the patients’ relatives to obtain
basic financial information; perform basic Welfare Management System
and Social Security Administration checks; make bank inquiries if it
appeared the patient had assets; or fill out the required forms that would
have documented the agents’ investigations.

OMH officials maintain that the individual report findings do not support
the conclusions regarding areas needing improvement.  They told us that,
in general, the age 22 to 64 population in OMH facilities is financially
poor with a high percentage of them eligible for public assistance.  They
also pointed out that 50 percent of these admissions stay less than 2
months and 75 percent stay less than 6 months.  They added that, this
short length of stay combined with the financial profile of the majority of
these patients means that there is little revenue to be gained from the type
of in-depth review that is performed for more long-term patients.  They
expressed the belief that it would not be cost-effective to pursue an
investigative approach, pointing out that they expect their professional staff
to exercise their own judgment about the extent to which a case should be
pursued.  According to OMH officials, using a risk management
approach, they are able to maximize revenues by devoting finite
investigative resources to reimbursement sources having the greatest
probability of return.

We do not advocate that an in-depth investigation be pursued for all cases;
however, the investigation can be expanded appropriately if there are
indications that the patient may have assets or income.  Our review of the
sampled patients’ medical records, for example, found indications of
employment and assets for several of them.  We believe that further
investigation of these patients’ background was warranted, regardless of
their length of stay.  Moreover, we found that basic procedures that
should be followed at the time of the patient’s admission, regardless of the
length of stay, were not done.  At a minimum, OMH should ensure that
PRO agents document their reasons for not completing one or more
investigative procedures.
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Patients with
Potential Income or
Assets

Efforts to Obtain
Financial
Information

For 4 (24 percent) of the 17 cases we sampled at Pilgrim Psychiatric
Center, we found indications in the case files that the patients may have
had income or assets even though PRO agents may have concluded
prematurely that the patients were unable to contribute towards the cost of
their care and classified them incorrectly as State charges.  The agents had
not followed up to verify this information.  For example, we found that
all four had been employed, including two who had owned their own
businesses.  In each case, there was no further investigation to verify
these facts or document any assets.

At Rockland Psychiatric Center, we found indications in 1 of the 15 case
files we sampled that the patient may have had income or assets, even
though PRO agents had concluded that the patient had no assets, and had
classified the patient as a State charge.  However, although we found
indications that the patient may have had assets, no further investigation
had been conducted.  The patient’s medical records indicated that he had
worked throughout his adult life and had been able to buy and sell a
house.  However, this information was not communicated to the PRO by
psychiatric center staff.

The cost of care for the above five patients totaled $72,683.  In response
to our draft report, OMH officials indicated their review of these five
cases identified only one where more follow-up could have been done.
They also felt that it was unlikely that much revenue could have been
realized from this patient.

Relatives can provide clues about the financial condition of the patient or
can point to potential reimbursement sources.  It is important that efforts
be made to contact family members to learn about the patients’ resources.
While only a spouse or a minor child’s parents may be held financially
liable for the patient’s debts, other relatives might have knowledge of the
patient’s employment history, insurance coverage, or income sources or
assets.  Although relatives were identified for 70 of the 83 patients in our
sample, no attempts were made to contact them in 46 (66 percent) of the
70 cases.  In the remaining 24 cases in which staff attempted to contact
relatives, just 8 contacts were actually made.

Of the 15 cases we examined at the Rockland PRO, the agents identified
relatives for 11 of the patients.  However, there were no efforts made to
contact the relatives for seven of these patients.  At South Beach PRO, we
found that, although the agents had identified relatives for 31 of the 39
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Communication
Between the PRO
and Facility

sampled patients, they had made no effort to contact the relatives of 21
(68 percent) of those 31 patients.  At Pilgrim PRO, the agents had
identified relatives for all 17 of the patients; however, they had made no
effort to contact family members of 11 (65 percent) of the patients.  At
Creedmoor PRO, of the seven patients for whom relatives had been
identified, no efforts had been made to contact the relatives of five of
these patients.  In the Bronx PRO, the agents had identified relatives for
all four of the patients in our sample, but had not contacted the families
of two of the four.

Financial questionnaires filled out by the patient’s spouse or relatives can
be useful in identifying potential sources of income or assets that can be
used to offset the cost of the patient’s care.  We found that PRO agents
need to improve their efforts to obtain this information and to follow up
on unanswered questionnaires.  Completed financial questionnaires had
been obtained for just 8 (10 percent) of the 83 patients in our sample.
Moreover, there was no indication in the records that attempts had been
made to follow up on questionnaires that were not returned.

Assets may also be identified through routine bank inquiries.  While this
tactic may not always be feasible in New York City, where bank branches
are numerous, such checks should be made when there is evidence that
accounts may exist.  Four of the patients whose cases we reviewed at the
Pilgrim PRO and one at the Rockland PRO were found by us to have
potential sources of income or assets.  However, for these five patients,
there was no indication that inquiries had been sent to local bank branches
to identify additional assets.  At the Creedmoor PRO, no bank inquiry had
been sent on behalf of a patient, even though the patient’s property record
(a listing of items in his possession when he was admitted) indicated that
he had a check book, several blank checks, and various credit cards.
OMH officials told us that PRO agents would interview this patient after
his condition has stabilized.

In the medical records of patients whose cases we reviewed, we identified
indications of potential sources of income or assets.  Such information is
critical to the agent’s effort to locate patients’ assets that can be used to
offset the cost of their care.  However, we found that this information had
not been shared with the PRO in five of the cases in our sample.
Psychiatric center staff and PRO agents need to communicate more
effectively to share any pertinent information that might make it possible
to recover patient reimbursements.
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Intake/Fact Sheets

WMS and SSA
Inquiries

Information about the Rockland Psychiatric Center patient who had
evidently been employed and owned a house, which was sold, had not
been communicated to the PRO.  Our review of the medical records for
our sample patients at Pilgrim Psychiatric Center indicated that seven may
have had some work history, including several patients whose income may
have been substantial.  For four of these patients, the PRO files did not
indicate an awareness of this employment.

The basic records required for the OMH investigation process often were
either not filled out at all or not filled out completely.  The forms present
the patient’s basic demographic information, such as name, date of birth,
and social security number, and identify relatives and other relevant
individuals.  In addition, they summarize any significant financial
information, such as insurance funds, employment income, bank accounts,
or assets.  While this information generally appears throughout the file,
the forms present the information in a concise, uniform manner that
facilitates the billing of reimbursement sources.  In addition, the completed
forms provide a starting point for investigations for subsequent admis-
sions.

Of the 25 sample cases admitted at the South Beach Psychiatric Center,
we found that the Intake/Fact Sheets had not been prepared for 22 of these
cases.  When we presented our observations to OMH officials, they
replied that these forms are not required for a majority of admissions at
South Beach; and that the OMH Central Office had approved this local
variation in policy.  We question the wisdom of this variation in policy at
South Beach and reiterate that information on Intake/Fact Sheets is
important to the agent’s investigation.  We also found six cases at the
Rockland PRO in which such forms either had not been prepared or were
incomplete.

Determining benefit eligibility by examining SSA records and searching
WMS for evidence of Medicaid eligibility are the most basic inquiries
performed by PRO agents because they can indicate whether a patient has
income or assets or is eligible for Federal aid.  We found that agents had
not performed WMS checks correctly for six of these patients; in two
instances, the incorrect social security numbers had been used.  Agents
also did not conduct SSA checks for ten of the patients; again, for two,
the incorrect social security number had been used.  (OMH officials
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Length of Time
Before Investigation

indicated that in many cases the inquiry was sent, but it was not returned
by SSA.)

OMH procedures require that an investigation be conducted as soon as a
patient is admitted.  At the South Beach PRO, we found that agents had
waited an excessive length of time before they began their investigations.

Nearly half of the patients in our sample had been released within fewer
than 30 days.  As illustrated in the following table, 53 of the 83 patients
in our sample had stayed at the facility for 60 days or less.  For 25 of the
South Beach PRO patients whose cases we reviewed, an average of 17.2
days had elapsed from the time the patient was admitted to the time the
agent began the investigation.  PRO officials told us that patient stays at
South Beach Psychiatric Center tended to be briefer than those at other
psychiatric centers, allowing even less time for identifying potential assets
or income that could offset the cost of patient care.  As a result of this
practice at South Beach, it is a strong possibility that revenue will be lost
if patients are discharged from this facility before they are billed.

Length of Stay Rockland South Beach Pilgrim Creedmoor Bronx Total

0 - 30 days 6 20 13 2 0 41

31 - 60 days 2 6 2 2 0 12

61 - 90 days 3 7 0 1 1 12

91 - 180 days 2 4 1 0 2 9

181+ days 2 2 1 3 1 9

Total 15 39 17 8 4 83

OMH officials also pointed out that the South Beach PRO was experienc-
ing an increased workload during the admittance period we reviewed.
They explained that a PRO at Kingsboro Psychiatric Center had been
closed and its caseload consolidated at South Beach; at the same time, the
South Beach PRO had lost staff due to early retirements.  They noted that
procedures have since been adjusted so that agents can obtain information
more quickly, eliminating backlogs.
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Recommendations

1. Ensure that PRO agents perform timely investigations of
inpatients’ financial status, including the following activities:

! making reasonable efforts to identify and contact patients’
relatives to obtain additional information that could help identify
income or assets that might offset the cost of care;

! conducting bank inquiries when there are indications that patients
may have income or assets;

! obtaining relevant patient information obtained by facility staff;

! filling out Intake/Fact sheets for all patients;

! checking with the Welfare Management System to determine the
benefit eligibility of patients who are either newly-admitted or
re-admitted after an absence from the system for six months or
more; and

! contacting the Social Security Administration to determine the
benefit eligibility of patients who are either newly-admitted or
re-admitted after an absence from the system for six months or
more.

2. Ensure that PRO agents document their reasons for not
completing one or more investigative procedures.

(OMH officials generally agreed with the recommendations and
believe they are consistent with existing OMH policies and
procedures.  They added that they have modified the procedures
to indicate that not all investigative actions are necessary to close
a case.  Regarding contacts with patients’ relatives, they stated
that contacts are not necessary in those cases that can be closed
with information already gathered from other investigative
techniques.  They will undertake a review to ensure that cases
requiring contact with relatives are appropriately followed up.
OMH officials agreed that intake/fact sheets should be filed for
all patients, except where it requires management prerogative to
suspend this function.  They further stated that OMH will review
the possibility of creating an automated intake/fact sheet as part
of its implementation of the Financial Information System in the
Patient Resources Offices.  Regarding the second
recommendation, officials stated that they will ensure that PRO
agents complete State Charge Memos for all cases, adequately
justifying and documenting their decisions.)
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