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Office of Evaluation and Inspections 
 
The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
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EXECUTIVE SUMMARY 
 
Background 
 
The Medicaid program covers outpatient hospital services, physician services, clinic services, 
and prescription drugs pursuant to an approved State program.  The Federal government and the 
States share in the cost of the program.  In New York State (NYS), the Federal share is 50 
percent.  The NYS Medicaid requirements cover outpatient programs for adults with a diagnosis 
of mental illness and children with a diagnosis of emotional disturbance.  
 
Objective 
 
The objective of our review was to determine whether psychiatric services rendered on an 
outpatient basis were billed for and reimbursed in accordance with Medicaid requirements. 
 
Summary of Findings 
 
During Federal Fiscal Year (FY) ended September 30, 1999, Saint Barnabas Hospital, Fordham-
Tremont Community Mental Health Center (Hospital) received reimbursement for 81,918 
Medicaid outpatient psychiatric claims totaling $12,374,449 (Federal share $6,186,815).  To 
determine whether controls were in place to ensure compliance with Medicaid regulations and 
guidelines, we reviewed the medical and billing records for 100 statistically selected claims 
totaling $15,225 (Federal share $7,612).  These claims were made on behalf of patients who 
received services in the Hospital’s outpatient psychiatric department.   
 
Generally, we found that the Hospital received reimbursement for claims that were reasonable, 
necessary, and adequately supported by medical records.  However, our analysis showed that 
$1,181 (Federal share $591) of the sampled claims did not meet Medicaid criteria for 
reimbursement.  Claims found unallowable were for services with insufficient treatment plans or 
not properly supported by medical record documentation. 
    
We found for the most part the Hospital had adequate procedures for the proper billing of 
Medicaid outpatient psychiatric services.  However, in limited instances, procedures were not 
established.  In addition, staff did not always follow existing Hospital procedures. 
 
We extrapolated our sample results to the population of claims reimbursed to the Hospital for 
services provided during FY 1999 and estimated that the Hospital was overpaid by Medicaid 
$410,200 (Federal share $205,100). 
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Recommendations 
 
We recommend that the Hospital strengthen its procedures to ensure that claims for outpatient 
psychiatric services are properly documented in accordance with Medicaid regulations.  In 
addition, we recommend the Hospital refund $410,200 (Federal share $205,100) to Medicaid.  
Accordingly, we will share this report with NYS Department of Health (DOH) so that it can 
monitor the recovery of the overpayment. 
 
In responses to our draft report (see APPENDIX B and APPENDIX C), Hospital officials 
indicated that 4 of the 8 claims questioned by the OIG were allowable and asked that the claims 
be reconsidered in light of specific comments it was supplying. Based on the comments made by 
the Hospital and reviewed by the medical reviewers, we believe that our final audit 
determinations are correct and no further adjustment to our report is necessary.  The basis for our 
position is discussed starting on page 10 of this report.
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INTRODUCTION 
 
Background 
 
The Medicaid program, established by Title XIX of the Social Security Act (the Act), is a 
cooperative venture jointly funded by the Federal and State governments to assist States in the 
provision of adequate medical care to eligible needy persons.  Medicaid is the largest program 
providing medical and health-related services to America=s poorest people.  The Centers for 
Medicare and Medicaid Services (CMS)1 has issued general regulations for the Medicaid 
program. 
 
Within the broad national guidelines provided by CMS, each of the States:  (1) establishes its 
own eligibility standards, (2) determines the type, amount, duration, and scope of services, 
(3) sets the rate of payment for services, and (4) administers its own program.   
 
The State of New York initiated its Medicaid program on May 1, 1966.  The NYS DOH is the 
Single State Agency for Medicaid.  The DOH delegates certain of its responsibilities to other 
State agencies.  One such agency is the Office of Mental Health (OMH), which is responsible for 
the overall administration of inpatient and outpatient psychiatric services. 
 
Title XIX of the Act requires that in order to receive Federal-matching funds, certain basic 
services must be offered to the categorically needy population in any State program.  Outpatient 
hospital services and physician services are included in the required basic services.  Many states 
also include clinic services and prescribed drugs as optional services covered under the Medicaid 
program. 
 
The amount of total Federal outlays for Medicaid has no set limit; rather, the Federal government 
must match whatever the individual State decides to provide, within the law, for its eligible 
recipients.  The FY 1999 Federal share for New York State Medicaid services was 50 percent.  
Providers participating in Medicaid must accept Medicaid payment rates as payment in full.   
 
The Code of Federal Regulations (CFR) at 42 CFR 482.1(a)(5) requires hospitals that receive 
payments under Medicaid to meet the requirements for participation in Medicare.  Part 482.24 of 
the 42 CFR requires that a medical record be maintained for every individual evaluated or 
treated in a hospital.  The medical record must contain information to justify admission and 
continued hospitalization, support the diagnosis, and describe the patient's progress and response 
to medications and services. 
 
Part 587 of Title 14 of the Official Compilation of Codes, Rules and Regulations of the State of 
New York (14 NYSCRR) establishes and sets certification standards for six categories of 
outpatient programs: Clinic Treatment programs for Adults, Clinic Treatment programs for 
Children, Continuing Day Treatment, Day Treatment programs for Children, Intensive 
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Psychiatric Rehabilitation Treatment, and Partial Hospitalization.  Part 587 also provides 
treatment planning guidance for the programs, including: 
 

 Treatment planning shall be based on an assessment of the recipient's psychiatric, 
physical, social, and/or psychiatric rehabilitation needs which result in the 
identification of the following: (1) the recipient's designated mental illness 
diagnosis, (2) the recipient's problems and strengths, (3) the recipient's treatment 
goals consistent with the purpose and intent of the program, and (4) the specific 
objectives and services necessary to accomplish goals. 

The treatment plan shall include, but need not be limited to, the following: (1) the 
signature of the physician involved in the treatment, (2) the recipient's designated 
mental illness diagnosis, (3) the recipient's treatment goals, objectives and related 
services, (4) plan for the provision of additional services to support the recipient 
outside of the program, and (5) criteria for discharge planning…A periodic 
review of the treatment plan shall include the following: (1) input of all staff 
involved in treatment of the recipient, (2) the recipient, his or her family and/or 
other collaterals, as appropriate, (3) assessment of the progress of the recipient in 
regard to the mutually agreed upon goals in the treatment plan, (4) adjustment of 
goals, time periods for achievement, intervention strategies or initiation of 
discharge planning, as appropriate, and (5) the signature of the physician 
involved in the treatment.  [14 NYSCRR Part 587.16] 

 Progress notes shall be recorded by the clinical staff member(s) who provided 
services to the recipient.  Such notes shall identify the particular services 
provided and the changes in goals, objectives and services, as appropriate.  
Progress notes shall be recorded within the following intervals: (1) Clinic 
treatment programs - each visit and/or contact, (2) Continuing day treatment 
programs - at least every two weeks, (3) Partial hospitalization programs - each 
visit and/or contact, (4) Day treatment programs - at least every week.  [14 
NYSCRR Part 587.16] 

 The case record shall be available to all staff of the outpatient program who are 
participating in the treatment of the recipient and shall include the following 
information…(11) dated and signed records of all medications prescribed. 
[14 NYSCRR Part 587.18] 
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Part 588 of 14 NYSCRR establishes standards for reimbursement of outpatient 
programs for adults with a diagnosis of mental illness and children with a diagnosis 
of emotional disturbance, including: 

 Reimbursement shall only be made for services identified and provided in 
accordance with an individual treatment plan or psychiatric rehabilitation service 
plan.  [14 NYSCRR Part 588.5] 

 For Clinic Treatment services, the treatment plan shall be developed prior to the 
fourth visit after admission or within 30 days of admission, whichever comes 
first. Review of the treatment plan shall be every three months, unless the 
individual is discharged and readmitted, in which case the review cycle begins 
again. [14 NYSCRR Part 588.6] 

 For Continuing Day Treatment services, the treatment plan shall be completed 
prior to the twelfth visit after admission or within 30 days of admission, 
whichever occurs first.  Review of the treatment plan shall be every three 
months. [14 NYSCRR Part 588.7]               

 
In NYS, Medicaid reimbursement is based on face-to-face encounters between clinical staff and  
patient(s) or collateral(s) for the provision of services identified and provided in accordance with 
a treatment plan and documented in the patient’s record.  For each program type, visits must 
meet a specified minimum duration to be billed.  The date, type of service and duration must also 
be recorded in the case record.  Reimbursement is limited to one mental health program visit, not 
including crisis visits, and one collateral visit or group collateral visit per patient per day, 
regardless of the number of collaterals involved in the visit. 
 
Fordham-Tremont Community Mental Health Center, an affiliation of Saint Barnabas Hospital, 
provides outpatient psychiatric services for ten outpatient programs.  The outpatient programs, 
licensed by New York State Office of Mental Health (OMH), New York City Department of 
Mental Health, Mental Retardation, and Alcoholism Services, and Joint Commission on the 
Accreditation of Health Care Organizations, include: 1) Adult Outpatient Services, 2) 
Continuing Care Clinic, 3) Mentally Ill Chemical Abusers (MICA) Continuing Day Treatment 
Program, 
4) Continuing Day Treatment Unit, 5) David Cassella Children Services, 6) School-based Mental 
Health Program, 7) Child, Adolescent, and Family Services Unit, 8) Family Violence/Crisis 
Services, 9) Latin American Immigrant Services, and 10) Assertive Community Treatment 
Team.  These programs are located at four sites in the Bronx, New York. 
 
Objective, Scope and Methodology 
 
The objective of this audit was to determine whether outpatient psychiatric services were billed 
for and reimbursed in accordance with Medicaid regulations.  Our review included services 
provided during FY 1999. 
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To accomplish our objective, we: 
 

3 Reviewed Medicaid criteria related to outpatient psychiatric services. 
 
3 Used computer programming to identify the universe of 81,918 claims valued 

at $12,374,449 (Federal share $6,186,815) from the Medicaid Management 
Information System. 

 
3 employed a simple random sample approach to select a statistical sample of 

100 outpatient psychiatric claims valued at $15,225 (Federal share $7,612). 
 

3 interviewed appropriate Hospital administrative personnel to obtain an 
understanding of how medical records were maintained and how outpatient 
psychiatric services were documented and billed. 

 
3 performed detailed audit testing on the medical and billing records for the 

claims selected in the sample. 
 

3 Utilized medical review staff (a psychiatrist and registered nurses) at the 
Island Peer Review Organization to analyze the medical records supporting 
the claims. 

 
3 used a variables appraisal program to estimate the dollar impact of improper 

claims in the total population. 
 

3 Discussed the audit methodology and results with officials from CMS, NYS 
DOH and NYS OMH. 

 
We limited consideration of the internal control structure to those controls related to the 
submission of claims to Medicaid because the objective of our review did not require an 
understanding or assessment of the entire internal control structure at the Hospital.  Our review 
was made in accordance with generally accepted government auditing standards.  Our fieldwork 
was performed from June 2000 through February 2001 at the Hospital facilities located in the 
Bronx, New York, and at the Island Peer Review Organization, located in Lake Success, New 
York. 
 
The Hospital’s response to the draft report is appended to this report (see APPENDIX B and 
APPENDIX C), and is addressed on page 10.  We deleted from the response sensitive 
information on Medicaid beneficiaries and others that the OIG could not release under the 
Freedom of Information Act. 
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FINDINGS AND RECOMMENDATIONS 
 
In FY 1999, the Hospital received reimbursement for 81,918 Medicaid outpatient psychiatric 
claims totaling $12,374,449 (Federal share $6,186,815).  We reviewed the medical and billing 
records for 100 statistically selected claims totaling $15,225 (Federal share $7,612).  In general, 
we found that the Hospital received reimbursement for claims that were reasonable, necessary, 
and adequately supported by medical records.  However, our analysis showed that eight of the 
sampled claims totaling $1,181 (Federal share $591) did not meet Medicaid criteria for 
reimbursement.  Based on an extrapolation of the statistical sample, we estimate that the Hospital 
received an overpayment of $410,200 (Federal share $205,100) for Medicaid outpatient 
psychiatric services provided during FY 1999.  We determined the unallowable claims were for 
services with insufficient treatment plans or not properly supported by medical record 
documentation.  
 
The findings from our review of Medicaid outpatient psychiatric claims are described in detail 
below. 
 
INSUFFICIENT TREATMENT PLANS 
 
From our review of the medical records for the 100 outpatient psychiatric claims in our sample, 
we identified five claims totaling $707 that had insufficient treatment plans.  Specifically, we 
determined that two claims lacked current treatment plans, one claim had no patient participation 
and approval, and two claims had insufficient discharge planning. 
  
Current Treatment Plans 
 
Treatment planning is the process of developing, evaluating and revising an individualized 
course of treatment based on an assessment of the recipient’s diagnosis, behavioral strengths and 
weaknesses, problems, and service needs.  Treatment planning shall be an ongoing process 
carried out by the professional staff in cooperation with the recipient and his or her family and/or 
other collaterals, as appropriate, which results in a treatment plan.  The treatment plan shall be 
updated or revised to document changes in the recipient’s condition or needs and the services 
provided. 
 
The time periods for developing initial treatment plans and subsequent reviews vary depending 
upon the program the patient is admitted into.  Specifically, Part 588.6(g) of 14 NYSCRR 
requires that treatment plans for Clinic Treatment programs be developed prior to the fourth visit 
after admission or within 30 days of admission, whichever comes first.  Subsequent review of the 
treatment plan shall be every three months.  Part 588.7(d) requires that treatment plans for 
Continuing Day Treatment programs be completed prior to the twelfth visit after admission or 
within 30 days of admission, whichever occurs first.  Subsequent review of the treatment plan 
shall be every three months.   
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Although we found that the Hospital’s policies and procedures were consistent with State 
regulations, we determined that the Hospital did not always follow existing procedures for 
preparing individualized treatment plans for each patient receiving ongoing psychiatric care.  
From our review of the medical records for the 100 outpatient psychiatric claims in our sample, 
we identified two claims totaling $233 for patients who had treatment plans that did not comply 
with Medicaid regulations concerning time periods for developing treatment plans.  An example 
of an error found to be lacking a current treatment plan follows: 
 
 
 
 
 
 
 
 
 
 

The Hospital submitted a claim to Medicaid for a Continuing Day Treatment visit provided 
on August 16, 1999 and received reimbursement totaling $158.  With the assistance of 
medical review personnel from the PRO, we determined the treatment plan was not prepared 
within a timely manner. 
 

According to the medical reviewers, “treatment plan noted to be outdated, as 12 
visits occurred prior to completion of treatment plan.” 

 
Patient Participation and Approval 
 
Part 587.16(c) of 14 NYSCRR requires patient participation in treatment planning and approval 
of the plan.  This regulation also states that reasons for non-participation and/or approval by the 
patient shall be documented in the case record. 
 
We found that the Hospital’s policies and procedures provide for patient participation in the 
development of the treatment plan.  In addition, the Hospital’s treatment plan form provides a 
section to document patient participation, and a block for the patient’s signature.  From our 
review of the medical records for the 100 outpatient psychiatric claims in our sample, we 
identified one claim totaling $158, which was in error regarding patient participation and 
approval of the treatment plan, as described below: 
 
 
 
 
 
 
 
 

The Hospital submitted a claim to Medicaid for a Clinic visit provided on July 29, 1999 and 
received reimbursement totaling $158.  With the assistance of medical review personnel 
from the PRO, we determined that the medical records did not contain any documentation of 
patient participation in treatment planning and approval of the plan. 
 

According to the medical reviewers, “Treatment Plan (5/25/99) lacks patient 
signature and has no check mark in space provided to indicate that patient 
participated in the treatment planning.  Documentation of patient participation in 
Treatment Plan inadequate.” 
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Discharge Planning 
 
Discharge planning is the process of planning for termination from a program or identifying the 
resources and supports needed for transition of an individual to another program and making the 
necessary referrals.  Discharge planning includes linkages for treatment, rehabilitation and 
supportive services based on assessment of the recipient’s current mental status, strengths, 
weaknesses, problems, service needs, the demands of the recipient’s living, working and social 
environment, and the client’s own goals, needs and desires. 
 
Part 587.16(e) of 14 NYSCRR stipulates that the initial treatment plan shall include criteria for 
discharge planning.  In addition, Part 587.16(g) of 14 NYSCRR requires periodic reviews of 
treatment plans to include intervention strategies or initiation of discharge planning, as 
appropriate. 
 
We found that for the most part the Hospital had adequate procedures for ensuring that discharge 
planning was discussed on either initial treatment plans or periodic treatment plan reviews, as 
required by Medicaid regulations.  However, we identified two claims totaling $316 for patients 
who had treatment plans that did not contain adequate discharge planning.  An example of this 
type of error follows: 
 
 
 
 
 
 
 
 
   
 
 
 
 

The Hospital submitted a claim to Medicaid for a Clinic visit provided on May 5, 1999 and 
received reimbursement totaling $158.  With the assistance of medical review personnel 
from the PRO, we determined discharge planning was not sufficiently addressed in the 
treatment plan.   
 

According to the medical reviewers, “Discharge criteria section of treatment plan 
blank and no other documentation of discharge criteria found.  Noted that discharge 
planning documented on next Treatment Plan (6/4/99) however not documented on 
previous Treatment Plans (9/4/98 and 12/4/98) or on Treatment Plan covering date of 
service (3/4/99). Documentation of discharge planning inadequate.” 

 
Without an up-to-date, physician-signed, proper treatment plan to identify the patient’s 
diagnosis, problems and strengths, treatment goals, as well as objectives and services necessary 
to accomplish those goals, we could not determine with any certainty that the services were 
indeed reasonable and necessary. 
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SERVICES NOT SUPPORTED BY MEDICAL RECORDS 
 
According to 42 CFR 482.24, the hospital must maintain a medical record for each inpatient and 
outpatient.  The medical records must be accurately written, promptly completed, properly filed 
and retained, and accessible.  The medical records must be retained in their original or legally 
reproduced form for a period of at least 5 years.  In addition, the medical record must contain 
information to justify admission and continued hospitalization, support the diagnosis, and 
describe the patient's progress and response to medications and services.  Further, all records 
must document the following, as appropriate:  (1) admitting diagnosis, (2) results of all 
consultative evaluations of the patient and appropriate findings by clinical and other staff 
involved in the care of the patient, (3) all practitioners' orders, nursing notes, reports of 
treatment, medication records, radiology, and laboratory reports, and vital signs and other 
information necessary to monitor the patient's condition, and (4) discharge summary with 
outcome of hospitalization, disposition of case, and provisions for follow-up care. 
 
From our review of the medical records for the 100 outpatient psychiatric claims in our sample, 
we identified three claims totaling $474 that had services that were not supported by the medical 
records.  Specifically, we determined that one claim did not have a progress note for the date of 
service and two claims had inadequate documentation supporting the service billed. 
 
Progress Notes 
 
The 14 NYSCRR Part 587.16(f) requires progress notes be completed by the clinical staff 
member(s) who provided services.  The notes shall identify the particular services provided and 
the changes in goals, objectives and services, as appropriate.  Progress notes shall be recorded at 
each visit and/or contact for clinic treatment programs and at least every two weeks for 
continuing day treatment programs. 
 
Although we found that the Hospital’s policies and procedures were consistent with Medicaid 
regulations, we determined that the Hospital did not always follow existing procedures for 
documenting services rendered.  From our review of the medical records for the 100 outpatient 
psychiatric claims in our sample, we identified one claim totaling $158 for a patient in which the 
medical record did not contain documentation supporting the service billed, as described below: 
 
 
 
 

The Hospital submitted a claim to Medicaid for a Clinic visit provided on March 30, 1999 and 
received reimbursement totaling $158.  With the assistance of medical review personnel from 
the PRO, we determined there was no progress note for the date of service.   
 

According to the medical reviewers, “…no documented progress note or clinical 
documentation of patient participation in therapeutic group.” 
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Medication Documentation 
 
The 14 NYSCRR Part 587.4(c) defines medication therapy as the prescription and/or 
administration of medication, assessment of the appropriateness of the recipient’s existing 
medication regimen through review of records and consultations with the recipient and/or family 
and monitoring the effects of the medication on the recipient’s mental and physical health. 
 
The 14 NYSCRR Part 587.18(b) requires the case record to be available to all staff of the 
outpatient program who are participating in the treatment of the recipient.  The record shall 
include…dated and signed records of all medications prescribed.  In addition, 42 CFR 482.24 
requires the medical record to contain information to justify admission and continued 
hospitalization, support the diagnosis, and describe the patient's progress and response to 
medications and services.  The medical record must also document all practitioners' orders, 
nursing notes, reports of treatment, medication records, radiology, and laboratory reports, and 
vital signs and other information necessary to monitor the patient's condition. 
 
We found that for the most part the Hospital had adequate procedures for ensuring that 
medication prescriptions were documented in the case records, as required by Medicaid 
regulations.  However, we identified two claims totaling $316 for patients in which the medical 
record did not contain sufficient documentation supporting the service billed.  An example of an 
error found to be lacking adequate medication documentation follows: 
 
 
 
 
 
 
 
 
 
 
 

The Hospital submitted a claim to Medicaid for a Clinic visit provided on November 18, 
1998 and received reimbursement totaling $158.  With the assistance of medical review 
personnel from the PRO, we determined that there was inadequate documentation of the 
medication prescribed.   
 

According to the medical reviewers, “Inadequate documentation of medications in 
progress notes and no documentation of medication on medication sheet, for date of 
service.” 

 
Without complete medical record documentation, including a description of what took place in a 
therapy session, the medication prescribed, the patient’s interaction with group members, his/her 
progress compared to the treatment plan goals, and future plans of treatment, the appropriateness 
of the patient’s level of care is unclear.  Further, inadequate documentation of patient therapies 
and treatments provides little guidance to physicians and therapists to direct future treatment.  In 
this regard, the lack of required documentation precluded us from determining whether those 
services were needed. 
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Conclusion 
 
In FY 1999, the Hospital received reimbursement for 81,918 Medicaid outpatient psychiatric 
claims totaling $12,374,449 (Federal share $6,186,815).  In general, our review showed that the 
Hospital received reimbursement for claims that were reasonable, necessary, and adequately 
supported by medical records.  However, our audit of 100 statistically selected claims totaling  
$15,225 (Federal share $7,612) disclosed that eight claims totaling $1,181 (Federal share $591) 
should not have been billed to the Medicaid program.  Extrapolating the results of the statistical 
sample over the population using standard statistical methods, we are 95 percent confident that 
the Hospital was overpaid at least $410,200 (Federal share $205,100) for FY 1999.  We attained 
our estimate using a single stage appraisal program.  The details of our sample appraisal can be 
found in APPENDIX A. 
 
Recommendations 
 
We recommend that the Hospital strengthen its procedures to ensure that claims for outpatient 
psychiatric services are properly documented in accordance with Medicaid regulations and 
guidelines.  In addition, we recommend the Hospital refund $410,200 (Federal share $205,100) 
to Medicaid.  Accordingly, we will share this report with NYS DOH so that it can monitor the 
recovery of the overpayment. 
 
AUDITEE RESPONSE AND OIG COMMENTS 
 
The Hospital, in its response dated May 24, 2001 (see APPENDIX B), believed that four of the 
eight claims questioned by the OIG were allowable and asked that the claims be reconsidered in 
light of specific comments it was supplying.  The OIG had questioned $632 (Federal share $316) 
for these four claims.  For each of the four claims, the Hospital provided a synopsis of the medical 
records we had already reviewed, and provided no new additional documentation.   
 
The Hospital did not address in its response the remaining four claims questioned by the OIG, 
which totaled $549 (Federal share $275). 
 
In a supplemental response dated June 7, 2001 (see APPENDIX C), the Hospital described how 
it believed it is currently engaged in an ongoing process of improving the effectiveness and 
efficiency of the outpatient mental health services it provides to the community. 
 
We reviewed all relevant comments made by the Hospital and believe that our final audit 
determinations are correct and no further adjustment to our report is necessary.  We found that 
the Hospital, in its response, had simply provided a synopsis of the medical records we had 
already reviewed, and provided no new additional supporting documentation.  In addition, the 
medical reviewers were provided these responses, considered the information supplied, and 
found no basis to change the outcomes of the four claims presented for re-review. 
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