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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
June 2013

Dear County Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for tax 
dollars spent to support government operations. The Comptroller oversees the fi scal affairs of local 
governments statewide, as well as compliance with relevant statutes and observance of good business 
practices. This fi scal oversight is accomplished, in part, through our audits, which identify opportunities 
for improving operations and County governance. Audits also can identify strategies to reduce costs 
and to strengthen controls intended to safeguard local government assets.

Following is a report of our audit of Cattaraugus County, entitled Internal Controls Over Inmate 
Healthcare. This audit was conducted pursuant to Article V, Section 1 of the State Constitution and the 
State Comptroller’s authority as set forth in Article 3 of the General Municipal Law.

This audit’s results and recommendations are resources for local government offi cials to use in 
effectively managing operations and in meeting the expectations of their constituents. If you have 
questions about this report, please feel free to contact the local regional offi ce for your county, as listed 
at the end of this report.

Offi ce of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Offi ce of the State Comptroller
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Background

Introduction

Objective

Cattaraugus County (County) is located in the southwest portion of 
New York State and has a population of 80,317. The County comprises 
two cities, nine villages, and 32 towns.  The County is governed by 
a 21-member Legislature. The Chairman of the Legislature is the 
County’s Chief Executive Offi cer; however, the Legislature appoints 
a County Administrator to coordinate the County’s daily operations. 
An elected County Treasurer serves as the Chief Financial Offi cer. 
The County’s budgeted appropriations for 2013 are $202 million, 
which include general fund appropriations of $155 million.

The Sheriff’s Offi ce is governed by an elected Sheriff and is 
responsible for administering healthcare services for County jail 
inmates. Certain costs for these services are eligible for Medicaid 
reimbursement, for which the County’s Department of Social Services 
is responsible for submitting claims.

The objective of our audit was to examine the County’s internal 
controls over inmate healthcare. Our audit addressed the following 
related question:

• Did County offi cials ensure that appropriate rates were being 
paid for inmate healthcare services and reimbursement claims 
were submitted in a timely manner for eligible costs?

We examined the records and reports for the County’s inmate 
healthcare services for the period January 1, 2011, through December 
19, 2012. 

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix B of this report.

The results of our audit and recommendations have been discussed 
with County offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. County offi cials 
generally agreed with our recommendations and indicated that they 
have taken or plan to initiate corrective action.

The Sheriff has the responsibility to initiate corrective action. A 
written corrective action plan (CAP) that addresses the fi ndings and 
recommendations in this report should be prepared and forwarded 
to our offi ce within 90 days, pursuant to Section 35 of the General 

Scope and
Methodology

Comments of
Local Offi cials and
Corrective Action
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Municipal Law.  For more information on preparing and fi ling 
your CAP, please refer to our brochure, Responding to an OSC 
Audit Report, which you received with the draft audit report.  We 
encourage the Sheriff to make this plan available for public review in 
the Sheriff’s offi ce.
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Inmate Healthcare

The County is required to provide healthcare services for jail inmates, 
which can be a substantial fi nancial burden.  Public Health Law requires 
payment to hospitals for inpatient services at Medicaid Diagnostic 
Related Group (DRG) rates.  Federal and State laws authorize the 
County to fi le for 50 percent Federal Financial Participation (FFP) 
reimbursement for certain inpatient hospital services provided to 
eligible inmates.  Correction Law authorizes the County to bill an 
inmate’s third party health insurance provider for eligible services.  
With respect to outpatient services provided to inmates, County 
offi cials can negotiate with health care providers to lower rates and 
thus reduce costs.

During 2011, the County paid $230,686 for inmate healthcare services 
for inpatient and outpatient care. We reviewed 59 vouchers totaling 
$93,0381 for inmate healthcare services and found discrepancies with 
18 claims totaling $88,540, as discussed in detail in the sections below 
(some claims had more than one discrepancy).  These discrepancies 
occurred because County offi cials did not have adequate procedures 
to review invoices for inpatient hospital services provided to County 
inmates and verify that the correct DRG rates were used.  Further, 
the County Department of Social Services (DSS) has not submitted 
claims for FFP and County offi cials have not routinely submitted 
claims for third party insurer reimbursement for inpatient medical 
services. While the County has negotiated rates for outpatient 
healthcare services with one provider, it could benefi t by negotiating 
rates with other medical service providers as well.2 

Inpatient Hospital Cost – Procedures should be in place to ensure that 
all claims for inpatient hospital charges are reviewed for accuracy and, 
when applicable, are based on appropriate DRG rates and surcharges, 
prior to approval for payment.

Sheriff’s Offi ce staff responsible for reviewing invoices did not 
review DRG rates to ensure that the County was billed correctly. 
We reviewed 12 of the 59 vouchers totaling $71,643 for inpatient 
hospital costs charged for 12 inmates to determine if the County 
had been properly billed at DRG rates. We found that 10 of the 12 
vouchers selected, totaling $71,194, were not properly itemized by 
the service provider to determine what rates were used.  As a result, 

1  See Appendix B, Audit Methodology and Standards, for details on our sample 
selection.
2  The Sheriff’s Offi ce also negotiated rates with other than medical service 
providers (dental and pharmaceutical).  
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Sheriff’s Offi ce staff could not perform a comparison of rates charged 
to current DRG rates to ensure the County was not being overbilled. 

Medicaid Reimbursement – Sheriff’s Offi ce staff attempt to obtain 
information from inmates about their medical insurance coverage, 
including Medicaid eligibility, when they are processed for 
incarceration.3  Social Services Law permits the County’s DSS to 
submit retroactive Medicaid claims for reimbursement of inpatient 
services provided to eligible inmates in an eligible hospital.  If an 
inmate meets certain requirements, DSS can apply for Federal 
reimbursement at a rate of 50 percent of the service cost. 

Six of the 12 inmates whose vouchers we reviewed had healthcare 
coverage information in their respective fi les and four of them appeared 
to be Medicaid-eligible.  The costs relating to those four inmates 
totaled $8,949, which could have been submitted for reimbursement 
totaling nearly $4,500. However, County DSS offi cials did not do so.

Potential Third Party Coverage – The County adopted a local law 
in 1991 identifying its authority to seek third party health insurance 
reimbursement where possible. In August 2011, the Sheriff’s Offi ce 
began using an intake screening form to identify whether an inmate 
has third party health insurance.

Nine vouchers we reviewed totaling $8,397 were for services 
provided to 11 inmates with intake forms indicating that they had 
third party health insurance coverage. There was no indication that 
County offi cials sought reimbursement from the third party providers 
for the services provided to these inmates.

The County has not routinely sought reimbursement from third party 
insurers.  County offi cials indicated they had unsuccessfully attempted 
to seek this type of reimbursement in the past and that it was too time-
consuming because it required involving multiple County offi cials to 
do so. However, while we were on site, they sought reimbursement4  

for services provided to an inmate who had a voucher in our sample 
and received approximately $16,000 from a third party insurer for 
services provided to this inmate. 

Outpatient Hospital Cost – Outpatient hospital services include 
emergency room visits, hospital clinic visits, outpatient surgery, 
x-rays and laboratory services.  County offi cials can achieve cost 
savings by negotiating with service providers to accept Medicaid rates 
or percentage discounts for outpatient services delivered to inmates.

3  In August 2011, the Sheriff’s Offi ce began using an intake screening form to 
identify whether an inmate has Medicaid.
4  The Sheriff’s Offi ce attempted to seek reimbursement initially in 2010.
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The County negotiated an agreement in 2007 with a local hospital that 
provides outpatient services to inmates. Our sample of 50 vouchers 
included eight billings for outpatient services totaling $2,303 from 
this hospital.  We compared the invoiced rates to the negotiated 
agreement and found no exceptions. We encourage County offi cials 
to use this agreement as a model for negotiations with other providers 
to further control outpatient costs.

We also compared the rates charged by other providers for outpatient 
services on vouchers in our sample.  For 15 DRG codes, we found 
that the rate charged to the County varied from one provider to the 
next. For example, the same DRG code for emergency room services 
ranged from $175 to $500.  By negotiating an agreement with these 
other providers, the County would likely reduce its costs, perhaps 
signifi cantly, for inmate outpatient services.

After discussing our preliminary fi ndings with Sheriff’s Offi ce 
offi cials, they provided us with a corrective action plan that they began 
implementing while we were still conducting fi eldwork.  Among 
other things, the Sheriff’s Offi ce sent correspondence to all inmate 
healthcare providers advising them of the County’s intention to only 
pay Medicaid rates, where applicable.5  We commend the Sheriff’s 
Offi ce for its timely reaction to our fi ndings as well as its efforts to 
control inmate healthcare costs.

1. Sheriff’s Offi ce offi cials should strengthen procedures for 
reviewing inpatient hospital claims to ensure that they are properly 
coded and billed at current Medicaid rates.

2. Sheriff’s Offi ce offi cials should review inmate hospital claims 
paid in the current and prior years to determine if the County was 
overbilled and, if so, request a refund for any overpayments.

3. County offi cials should implement and monitor procedures to 
ensure timely submission of Medicaid-eligible inmate inpatient 
hospital claims for Medicaid reimbursement by the County’s 
Department of Social Services.

4. County offi cials should consider contacting an inmate’s third 
party healthcare provider upon incarceration to determine 
medical billing and reimbursement eligibility. Sheriff’s Offi ce 
offi cials should retain such information on fi le for each inmate, 
should medical services become needed while incarcerated. They 
also should review claims paid for inmates who have third party 

Recommendations

5  Similar correspondence was mailed to inmate healthcare providers in October 
2002.
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coverage and seek reimbursement from the provider for covered 
services.

5. County offi cials should consider negotiating with hospitals and 
other service providers, similar to the existing negotiated contract 
with the local hospital, to obtain discounted rates for outpatient 
services.  Written contracts between the County and providers 
should specify the outpatient rates, fl at fees, or percentage 
discounts for specifi c services.
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local offi cials’ response to this audit can be found on the following pages.  
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

We examined the County’s internal controls over inmate healthcare for the period January 1, 2011, 
through December 19, 2012.  To accomplish our audit objective and obtain valid audit evidence, our 
procedures included the following:

• We reviewed Legislature minutes and interviewed County offi cials to determine whether 
policies and procedures were in place to control inmate healthcare service costs.

• We reviewed State and Federal resources to determine appropriate rates and surcharges.

• We obtained negotiated service provider agreements and compared them with billings for 
services provided to determine if the County was billed at the proper rates. We conducted our 
testing by randomly selecting 50 vouchers totaling $28,944 for inmate healthcare services.  
Three vouchers totaling $7,549 were for inpatient hospital costs for three inmates.  We then 
judgmentally selected an additional nine inpatient healthcare vouchers totaling $64,094 to 
determine if the County had been properly billed at DRG rates.

• We compared inmate intake forms with invoices for healthcare services to determine if the 
County Department of Social Services had sought reimbursement from Medicaid and if the 
County had sought reimbursement from third party insurance providers.

We conducted this performance audit in accordance with generally accepted government auditing 
standards (GAGAS). Those standards require that we plan and perform the audit to obtain suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 
objective. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objective.
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APPENDIX C

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 



18                OFFICE OF THE NEW YORK STATE COMPTROLLER18

APPENDIX D
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller

Nathaalie N. Carey, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building - Suite 1702
44 Hawley Street
Binghamton, New York  13901-4417
(607) 721-8306  Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins Counties

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Offi ce of the State Comptroller
295 Main Street, Suite 1032
Buffalo, New York  14203-2510
(716) 847-3647  Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Offi ce of the State Comptroller
One Broad Street Plaza
Glens Falls, New York   12801-4396
(518) 793-0057  Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

Serving: Albany, Clinton, Essex, Franklin, 
Fulton, Hamilton, Montgomery, Rensselaer, 
Saratoga, Schenectady, Warren, Washington Counties

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
Offi ce of the State Comptroller
NYS Offi ce Building, Room 3A10
250 Veterans Memorial Highway
Hauppauge, New York  11788-5533
(631) 952-6534  Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau and Suffolk Counties

NEWBURGH REGIONAL OFFICE
Tenneh Blamah, Chief Examiner
Offi ce of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, New York  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Columbia, Dutchess, Greene, Orange, 
Putnam, Rockland, Ulster, Westchester Counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Offi ce of the State Comptroller
The Powers Building
16 West Main Street – Suite 522
Rochester, New York   14614-1608
(585) 454-2460  Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates Counties

SYRACUSE REGIONAL OFFICE
Rebecca Wilcox, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building, Room 409
333 E. Washington Street
Syracuse, New York  13202-1428
(315) 428-4192  Fax (315) 426-2119
Email:  Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties

STATEWIDE AUDITS
Ann C. Singer, Chief Examiner
State Offi ce Building - Suite 1702 
44 Hawley Street 
Binghamton, New York 13901-4417
(607) 721-8306  Fax (607) 721-8313
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