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Synopsis
 

Members of the General Assembly asked the Legislative Audit Council to 
conduct a review of the non-emergency medical transportation (NEMT) 
program managed by the South Carolina Department of Health and Human 
Services (DHHS). 

DHHS operates this program to give Medicaid clients rides to and from 
medical facilities for non-emergency reasons, such as physician appointments, 
dialysis, and physical therapy. The objective of the program is to provide 
better assurance that clients are receiving the services covered by Medicaid. 

Until 2007, the department managed the NEMT program by contracting 
directly with independent transportation providers throughout South Carolina. 
Under this in-house system, clients called DHHS staff to arrange trips. In 
2007, the department entered into contracts with two private brokers to 
subcontract with independent transportation providers and to arrange trips for 
clients. 

We summarize our findings below. 

NEMT In-House 
System in 
Operation 
Until 2007 

•	 DHHS contracted with local transportation providers without using the 
competitive procurement methods required by state law. 

•	 Goals and performance measures were not established for the cost of the 
program. 

•	 Goals and performance measures were not established regarding quality 
of service. 

•	 Internal controls for deterring fraud and abuse were minimal until 2006. 
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Synopsis 

Procurement of 
NEMT Broker 
Services 

•	 Before deciding to purchase the services of transportation brokers, DHHS 
did not conduct a written analysis of the costs and benefits of its in-house 
NEMT system versus a broker-based system. 

•	 The department decided to implement the broker-based system statewide 
without a pilot project and without a phase-in period. 

•	 DHHS did not document the reasons for selecting the companies to which 
it awarded broker contracts. 

•	 Due to an error in the procurement process, DHHS awarded rate increases 
to the NEMT transportation brokers after the contract period began. The 
contracts, however, did not specify the circumstances under which broker 
rates could be adjusted nor did they indicate the methodology for 
calculating rate adjustments. 

•	 The department has made payments to the NEMT brokers at the 
beginning of each month. However, the process established in the 
contracts require payment at the end of each month. Assuming an interest 
rate of 3%, this improper timing of payments will cost the federal 
government and South Carolina just over $365,000 for a three-year 
period. 

NEMT Broker-
Based System 
Beginning in 2007 

•	 We found no evidence indicating whether an in-house system or a broker-
based system is inherently better for minimizing cost and maximizing 
quality of service. Performance under either system can be affected by 
factors such as the quality of personnel, training, internal controls, and a 
process for making ongoing improvements. 

•	 A broker-based transportation system provides incentive to operate 
efficiently, assuming DHHS has an effective system of purchasing and 
monitoring the brokers’ services. 

•	 Through the procurement process, DHHS has the authority to switch 
brokers, periodically, if it determines that other brokers could provide 
higher-quality service and/or lower prices. Over time, this system is 
designed to give brokers incentive to ensure quality and submit 
competitive price proposals.  
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Synopsis 

•	 There is evidence that expenditures during the first year of the broker-
based system increased less than they would have if no changes had been 
made to the in-house system, based on data from an independent actuary. 
However, efficiency measures implemented under the broker-based 
system could also have been implemented under an in-house system. 

•	 The department does not have adequate performance measures or goals 
for the cost of the NEMT program. 

•	 Because DHHS did not calculate quality of service data under its in-house 
system, we could not determine whether the quality of service has 
changed under the broker-based system. Monitoring quality of service is 
important and can be implemented under either management system. 

•	 The department does not report performance data regarding the 
punctuality and length of trips provided to Medicaid clients. 

•	 DHHS has begun onsite reviews of the work processes of the NEMT 
brokers and transportation providers and has developed detailed plans to 
begin onsite audits of the accuracy of performance data. Without onsite 
audits of the performance data submitted by brokers, there is reduced 
assurance that the data is accurate. Also, the department has not 
conducted audits to ensure that, when the brokers deny transportation to 
individuals, the denials are for reasons authorized by federal law, state 
law, and the broker contracts. 

•	 Long-term savings can be realized by using a less expensive mode of 
transportation for clients who need to be moved while lying down, but 
who do not need an ambulance. 

•	 The Medicaid Transportation Advisory Committee, established by the 
General Assembly, is not adequately independent of DHHS. Although no 
DHHS employee is a member of the committee, the committee’s 
meetings have been presided over by DHHS staff and take place in a 
conference room at DHHS. 

•	 DHHS could enter into improved broker contracts by re-soliciting 
proposals from vendors for the service period beginning in 2010, when 
the current contracts may be terminated. 
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Chapter 1 

Introduction and Background
 

Audit Objectives Members of the General Assembly asked the Legislative Audit Council to 
review the Medicaid non-emergency medical transportation (NEMT) program 
managed by the South Carolina Department of Health and Human Services 
(DHHS). 

DHHS operates this program to give Medicaid clients rides to and from 
medical facilities for non-emergency reasons, such as physician appointments, 
dialysis, and physical therapy. The objective of the program is to provide 
better assurance that clients are receiving the services covered by Medicaid. 
Currently, the department contracts with two private brokers that subcontract 
with transportation providers and arrange trips for clients. 

The objectives of our audit were to determine the: 

•	 Statutory authority and cost of the program. 
•	 Processes used by DHHS to control cost and ensure quality under the 

in-house management system, prior to 2007. 
•	 Purchasing process used by DHHS to select transportation brokers. 
•	 Processes used by DHHS to control cost and ensure quality under the 

broker-based system, beginning in 2007. 
•	 Systems used in other states to manage their NEMT programs. 

Scope and 
Methodology 

We reviewed the operations of DHHS relevant to our audit objectives. The 
general period of our review was FY 05-06 through FY 07-08. To complete 
our review, we used evidence which included the following: 

•	 Data from the department’s NEMT, finance, human resources, and legal 
offices. 

•	 Interviews with staff from DHHS, transportation brokers, transportation 
providers, and other government agencies. 

•	 State and federal laws and regulations. 
•	 Data from NEMT programs in other states and the Kaiser Family 

Foundation. 
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Chapter 1
 
Introduction and Background
 

When addressing some of our objectives, we relied on computer-generated 
data maintained by DHHS. We performed audit tests to confirm the reliability 
of data when it was significant to our objectives. 

We conducted this audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the 
audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for our findings and conclusions based on our audit objectives. We believe 
that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 

Background Medicaid

The South Carolina Department of Health and Human Services administers 
the state’s Medicaid program. Medicaid is a health insurance program that 
pays for medical services needed by poor, elderly, and disabled people. As 
shown in Table 1.1, this program costs more than $4 billion annually. In 
South Carolina, about 70% of the program is funded by the federal 
government, and about 30% is paid for with state funds. 

Table 1.1: Total Medicaid 
Expenditures by Source of Funds, 
FY 03-04 – FY 07-08 

FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 
State $550,778,143 $721,461,888 $783,003,304 $821,350,997 $982,346,832 
Other 648,504,827 670,806,808 527,492,200 700,753,342 513,787,907 
Federal 3,041,739,543 3,159,193,900 2,830,008,201 3,177,415,807 3,136,230,002 
TOTAL $4,241,022,513 $4,551,462,596 $4,140,503,704 $4,699,520,146 $4,632,364,741 

Source: DHHS. 
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Introduction and Background
 

Non-Emergency Medical Transportation 

States are required by federal law to cover certain services and may offer 
optional services. Examples of the services funded by the S.C. Medicaid 
program include: 

• Hospital care. 
• Physician services. 
• Family planning. 
• Durable medical equipment. 
• Transportation. 

If a Medicaid recipient needs medical services but cannot get to those 
services, federal regulations require that states provide the necessary 
transportation. A recipient generally travels from a residence or a medical 
facility to another facility for medical services. This transportation is usually 
provided by ambulance if it is an emergency. If it is not an emergency, DHHS 
operates a non-emergency medical transportation (NEMT) program to take 
recipients to and from the medical services. This transportation can be 
provided by vehicles such as vans, ambulances, personal cars, or public 
transportation. 

Prior to 2007, DHHS operated this program within the agency and contracted 
with transportation providers throughout the state to provide the service. In 
2007, DHHS contracted with two transportation brokers to coordinate 
transportation services. The costs for the NEMT program are about 1% of the 
total Medicaid expenditures and have been increasing as seen in Table 1.2. 

The cost of the NEMT program increased from $35.5 million in FY 03-04 to 
$52.5 million in FY 07-08. 

Table 1.2: NEMT Expenditures 
With Administration for 
FY 03-04 – FY 07-08 

FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 
State $9,719,306 $11,709,678 $13,366,141 $13,993,511 $15,960,796 
Federal 25,798,104 26,901,964 30,132,326 31,662,549 36,586,009 
TOTAL $35,517,410 $38,611,642 $43,498,466 $45,656,061 $52,546,805 

Source: DHHS. 
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Introduction and Background
 

The number of NEMT trips taken by recipients was relatively stable until the 
broker-based system was implemented in May 2007. FY 07-08 was the first 
full fiscal year of the broker-based system. 

Graph 1.3: Number of One-Way 
Trips, FY 03-04 – FY 07-08 
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Chapter 2 

NEMT In-House System in Operation Until 2007
 

Prior to 2007, DHHS had Medicaid non-emergency medical transportation 
(NEMT) contracts with independent transportation providers throughout 
South Carolina. Under this system, clients called DHHS staff to arrange trips 
with transportation providers. During our review of the department’s 
management of its in-house system, we found the following: 

•	 DHHS operated under questionable emergency contracts with 
transportation providers for almost 2½ years. 

•	 DHHS did not have goals or performance measures regarding the cost of 
the program. 

•	 DHHS did not adequately measure the quality of service within the 
program. 

•	 Internal controls for deterring NEMT fraud and abuse were minimal until 
2006. 

Background Under the NEMT in-house system, DHHS contracted with independent 
transportation providers. These providers were paid based on a per-passenger­
mile rate. In FY 06-07, the mileage rates that DHHS paid transportation 
providers ranged from a low of 57¢ per passenger mile in Williamsburg 
County to a high of $1.04 per passenger mile in Greenville County.  

Arranging 
Non-Ambulance 
Transportation 

If a client needed non-ambulance transportation, he or she would telephone a 
local DHHS office. The local DHHS office workers would determine the 
recipient’s Medicaid eligibility and arrange transportation with a local 
transportation provider. Also, under this system, it was the recipient’s 
responsibility to provide an authorized escort if assistance was needed getting 
on and off the vehicle. However, providers reported to us that they would 
often act as an escort for Medicaid recipients who needed assistance. 

Ambulance 
Transportation 

Non-emergency ambulance transportation was provided to patients who 
needed medical monitoring or who could not be transported in a sitting 
position. For each of these trips a special form (Form 216) was required to 
document medical necessity. For ambulance-based transportation provided to 
nursing home Medicaid recipients, the nursing homes were allowed to 
telephone an ambulance provider directly, without first contacting DHHS. 
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Chapter 2 
NEMT In-House System in Operation Until 2007 

Coordination of Standing
 
Orders for Transportation
 

Under the NEMT in-house system, transportation providers reported that they 
often were able to schedule services so that recipients with standing orders 
could be transported on the same trip. A standing order is a request issued by 
DHHS to a transportation provider when a recipient needs a ride on a regular 
basis, such as dialysis treatment. Transportation providers knew ahead of time 
that recipients would need a ride on given days at given times. 

Non-Competitive 
Procurement of 
Transportation 
Services 

State law exempts agencies from using competitive procurement methods 
when goods or services need to be obtained quickly because of an emergency. 
DHHS operated under emergency contracts with NEMT providers from 
January 2005 through April 2007. We found that the avoidance of 
competitive procurement methods for almost 2½ years by DHHS was 
questionable. 

S.C. Regulation 19-445.2110 states that an emergency procurement may be 
used in a “situation which creates a threat to public health, welfare, or safety 
such as may arise by reason of floods, epidemics, riots, equipment failures, 
fire loss, or other such reason . . . .” 

Prior to January 2005, DHHS operated its in-house system using 
competitively-procured contracts with NEMT transportation providers 
throughout the state. These contracts with transportation providers for the 
department’s in-house system were set to expire on December 31, 2004. 

In November 2004, the department issued the first of two requests for 
proposals for its new, broker-based management system. These broker-based 
transportation services, however, did not begin until May 2007. During the 
almost 2½-year broker procurement process, DHHS did not use a competitive 
procurement process to obtain transportation providers to operate under the 
in-house system. Instead, in January 2005, the department obtained 
transportation providers using an emergency procurement process. These 
transportation providers continued operating under emergency procurements 
through April 2007. 

The department’s use of emergency procurements for almost 2½ years was 
questionable. The use of emergency procurements was a result of inadequate 
planning and not the circumstances listed in state regulation. Finally, the use 
of emergency procurements may have resulted in increased costs to the 
agency and lower quality of service to recipients as a result of their non­
competitive nature. 
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Chapter 2 
NEMT In-House System in Operation Until 2007 

Recommendation 1.	 The Department of Health and Human Services should comply with state 
law regarding the use of emergency procurements. 

Performance 
Goals and 
Measures for Cost 

DHHS did not have adequate goals or performance measures regarding the 
cost of the NEMT program. The department did not: 

•	 Set goals for or periodically calculate its cost per mile, cost per trip, or 
cost per recipient. 

•	 Compare the cost of its program with similar programs in other states. 
•	 Conduct formal analysis of the reasons for its rising costs. 

Formal goals and periodic measurement of cost provide increased assurance 
that resources are being used effectively. 

Table 2.1 is a limited set of performance measures, calculated by the LAC, 
regarding the cost of the NEMT program under the DHHS in-house system. 

Table 2.1: Cost of the NEMT 
Program Under the 
In-House System, 
FY 01-02 – FY 05-06 

Total NEMT Cost 
Total Recipients 
Total Trips 
Total Miles 

 COST PER RECIPIENT 

 COST PER TRIP 

 COST PER MILE 

 FY 01-02 
$31,057,864 

71,585 
1,570,863 

30,588,958 
$434 
$20 

$1.02 

 FY 02-03 
$32,210,022 

82,764 
1,576,588 

30,934,771 
$389 
$20 

$1.04 

 FY 03-04  FY 04-05 
$35,517,410 $38,611,642 

67,438 59,811 
1,514,218 1,509,853 

30,458,185 30,614,661 
$527 $646 
$23 $26 

$1.17 $1.26 

 FY 05-06 
$43,498,466 

70,316 
1,481,795 

32,004,056 
$619 
$29 

$1.36 

Sources: DHHS and LAC analysis. 
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Chapter 2 
NEMT In-House System in Operation Until 2007 

Performance 
Goals and 
Measures for 
Quality of Service 

DHHS did not adequately measure the quality of service under its NEMT 
in-house system. Without adequate measurement of quality, efforts to 
maintain and improve quality can be hindered. 

We reviewed the contracts that transportation providers were operating under 
before the implementation of the brokerage system. The contracts stated that 
waiting times and rides of one hour prior to drop-off or pick-up were 
considered excessive, unless the medical provider was located more than one 
hour from the client’s home. The contracts also stated that transportation 
providers should maintain close communication with DHHS to ensure that all 
requests for transportation were appropriately authorized. However, the 
department did not periodically calculate or report the extent to which clients 
were picked up and dropped off on time. Also, the department did not 
calculate or report the duration of clients’ trips. 

A system was in place to receive complaints from clients within the NEMT 
program. Local DHHS eligibility staff and DHHS staff at state headquarters 
received and addressed complaints. Also, transportation providers addressed 
complaints and responded with plans for corrective action. However, DHHS 
did not maintain a formal log of complaints. 

Internal Controls 
for Deterring 
Fraud and Abuse 

The internal controls that DHHS had for deterring NEMT fraud and abuse 
under its in-house system were minimal until 2006. In FY 06-07, DHHS 
investigated fraud cases regarding NEMT and found that most of the cases 
involved ambulance providers. Many of these cases were a result of the 
inadequate ambulance form policy that the agency operated under until 
January 2006. 

Prior to 2006, the primary methods for discovering fraud within the NEMT 
program were by receiving complaints and analyzing DHHS cost reports. In 
2006, DHHS began implementing a software program that uses data analysis 
to capture outliers in payments, trips, etc. 

Also in 2006, the agency improved controls by changing its policy on the 
special forms (Form 216) used to document the need for transporting nursing 
home patients by ambulance. Prior to the change, staff without medical 
training could fill out the form, and copies of old forms were often reused. 
Under the revised policy, a doctor or nurse must complete a form for each 
trip. 
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Form 216 was also changed to indicate that patients using ambulance 
transportation solely because they were in a wheelchair would be prohibited. 
Patients were now required to have a higher level of medical necessity than 
just being in a wheelchair in order to ride in an ambulance. Wheelchair van 
transportation rates are not as costly as ambulance transportation. 

It is important to note that internal controls for deterring fraud and abuse are 
likely to produce savings whether they are implemented under an in-house 
system or a broker-based system. 

Conclusion The department’s FY 06-07 accountability report identifies a lack of 
accountability, inefficiency, escalating costs, poor service, and fraud and 
abuse by transportation providers as reasons for switching to the brokerage 
system. 

However, because DHHS did not have adequate measures or internal controls 
for cost, quality of service, or fraud under the NEMT in-house system, its 
decision in 2004 to change from an in-house management system to a broker 
system was based on limited data. The department is also restricted in its 
ability to make comparisons with the new brokerage system. 
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Chapter 3 

Procurement of NEMT Broker Services
 

In this chapter, we recommend changes which could result in improved 
analysis and greater transparency in the procurement process. 

Background We reviewed the procurement of two private companies to serve as brokers in 
the Medicaid non-emergency medical transportation program. These brokers 
are required to subcontract with local Medicaid transportation providers, 
which give Medicaid clients rides to and from medical facilities for non-
emergency reasons. They are also required to operate call centers, where they 
arrange transportation for Medicaid clients seeking assistance. 

The procurement process began in September 2005, when a request for 
proposals (RFP) was issued by the materials management office (MMO) of 
the Budget and Control Board, which oversaw the procurement for DHHS. 

In November 2006, DHHS awarded one company, Logisticare, Inc., contracts 
in four of the state’s six NEMT regions. Another company, Medical 
Transportation Management, was awarded contracts in the remaining two 
regions. Payments to the brokers are based on the number of eligible clients. 
As a result, brokers have an incentive to minimize the number of trips, 
eliminating unnecessary ones, and transport patients by the most appropriate 
type of vehicle. 

These contracts commit the department and the brokers to a three-year 
arrangement, beginning in March 2007, with an option for two one-year 
extensions. The contracts issued by the department and MMO projected total 
payments to the brokers of approximately $140 million for a three-year period 
and $233 million for a five-year period. 
 
Our findings are summarized below: 

•	 Before deciding to purchase the services of transportation brokers, DHHS 
did not conduct a written analysis of the costs and benefits of an in-house 
NEMT system versus a broker-based system. The department also did not 
establish quantified goals for the cost savings it sought to achieve. 

•	 The department opted to implement a new, broker-based system 
statewide, without a pilot project and without a phase-in period, foregoing 
the opportunity to identify flaws in the new system before full 
implementation. 
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•	 The records for this procurement contained no documentation of the 
reasons for awarding points to the various companies that submitted 
proposals. These points were used to determine which companies were 
awarded contracts. During the procurement process, DHHS changed the 
weighting of the factors upon which proposals were evaluated without 
written explanation of the reasons for the changes. 

•	 During the procurement process, DHHS overstated the number of 
Medicaid-eligible clients on which payments to the brokers were based. 
As a result, early in the contract period, broker payments were below the 
amounts indicated in the contract awards. DHHS made subsequent price 
adjustments to the contracts; however, the contracts did not state how, and 
under what circumstances, the prices paid to brokers could be changed. 

•	 Since May 2007, DHHS has been paying brokers at the beginning of each 
month. The process established in the contracts, however, requires 
payment at the end of each month. Assuming a 3% interest rate, this 
improper timing of payments will cost the federal government and South 
Carolina just over $365,000 for a three-year period, and almost $630,000 
over a five-year period. 

Analysis Before 
Changing to 
Broker Model 

DHHS did not conduct a formal analysis before deciding to change from 
in-house management of the non-emergency medical transportation program 
to a broker model. As a result, it is unclear how the department determined 
the broker model was superior to the in-house management system. 

During our review, the agency cited high-cost trends, fraud and abuse, and 
quality of services, as reasons for issuing the RFP for brokers to manage the 
Medicaid client transportation needs of the state. 

However, before the procurement process for broker services was initiated, the 
department conducted no formal analysis of its in-house model. For example, the 
department did not: 
•	 Conduct formal analysis comparing the cost and quality of service in South 

Carolina’s NEMT program with the programs in other states. 
•	 Conduct formal analysis of the extent to which cost could be reduced and 

quality improved without going to a broker model. For example, according 
to data published in the RFP, total costs increased 8.1% from FY 03-04 to 
FY 04-05. During that time ambulance costs increased over 22%. Factoring 
out the ambulance costs, total costs rose just over 1.5%. 

•	 Establish quantified goals for what the cost and quality of service of the 
NEMT program should be. 
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Recommendation 2.	 The Department of Health and Human Services should conduct formal 
analysis, addressing cost, quality, and measurable goals, before making 
significant changes in the non-emergency medical transportation 
program. 

Pilot Program / 
Phased-In 
Implementation 

Before moving to a statewide broker model of management of the NEMT 
transportation system in 2007, DHHS did not implement either a pilot 
program or a phase-in of the new system. Either option would have provided 
a “test” of the broker model, allowing for an evaluation of the results on a 
small scale. This would have given DHHS time to make needed adjustments 
before implementing the change statewide, to reduce the extent of transition 
problems. Both Virginia and Kentucky implemented pilot programs prior to 
statewide implementation of the broker-based system. 

Following the 2007 installation of the statewide broker system in South 
Carolina, there were complaints of late pickups, missed appointments, and no 
pickups. DHHS formed the Medicaid Transportation Advisory Committee 
and began monitoring complaints. 

Pilot programs and phase-in periods will not prevent all transition problems 
inherent in changing transportation management models. However, such steps 
can provide data and experience, which, if utilized, are likely to: 

•	 Assist in determining whether to change management models; and 
•	 Reduce transition problems when a new management model is 

implemented. 

Recommendation 3. 	 Before enacting a change in the management model for the transportation 
program, the Department of Health and Human Services should 
implement a pilot program or a phase-in approach. 
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Documentation of 
Reasons for 
Contract Awards 

In their procurement files, DHHS and the materials management office 
(MMO) of the Budget and Control Board did not include written comments 
stating the reasons for awarding points to the various companies that 
submitted proposals. These points were used to determine which companies 
were awarded contracts. They also changed the weightings of the evaluation 
criteria without documenting the reason. Without formal documentation of 
the reasons for procurement decisions, there is reduced assurance of 
objectivity. 

Basis for Procurement 
Award 

DHHS and the MMO used a “request for proposal” (RFP) purchasing method 
to award non-emergency medical transportation contracts. This method of 
purchasing allows a state agency to award contracts based on price as well as 
evaluation criteria other than price in order to select the contracts “most 
advantageous” to the state. In September 2005, DHHS and the MMO issued 
the RFP, which indicated the contract would be awarded based upon the 
following criteria. 

25% Cost 

20% Quality of response to the scope of work 

20% Coordination of transportation efforts 

25% Corporate background 

10% Approach to staffing 

DHHS selected an evaluation panel comprised of four DHHS employees and 
two employees of other state agencies to evaluate the non-price qualifications 
of each proposal. The price proposals were scored by MMO with the lowest 
price receiving the most points. 

The S.C. Procurement Code, S.C. Code §11-35-1530 (9), states that when 
using the RFP method, “the contract file must contain the basis on which the 
award is made and must be sufficient to satisfy external audit.” 
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Evaluator Scoring	 During our review of the procurement records, we reviewed the score sheets 
of each evaluator. We found each contained numerical scores but no 
documentation supporting why the scores were awarded. We were unable to 
determine why one vendor’s technical proposal was scored higher or lower 
than that of another. 

MMO was cited in a previous LAC audit, issued in January 2005, for lack of 
documentation supporting the basis of evaluation of criteria for contract 
award. However, MMO has furnished us an intra-agency e-mail, written on 
October 27, 2006, which requires its procurement officers to ensure that the 
basis of award is documented in the procurement file. MMO requires 
evaluators to complete a form with a brief written explanation of the reasons 
for their scoring decisions. 

Change in the Weighting 
of Evaluation Criteria 

During the procurement process, DHHS and the MMO issued an RFP 
amendment in order to change the weighting of two of the proposal 
evaluation criteria, without documenting the reason. The “quality of response 
to the scope of work,” initially weighted at 15% was changed to 20% and, 
“coordination of transportation efforts,” initially weighted at 25%, was 
changed to 20%. The change in these weightings did not affect the award of 
the contract. However, when the reasons for weighting changes are not 
adequately explained, the objectivity of the process may be questioned. 

Recommendations 4.	 The Department of Health and Human Services should comply with 
S.C. Code §11-35-1530 (9), which requires documentation of the basis 
upon which state contracts are awarded when using the request for 
proposal purchasing method. 

5. 	 The Department of Health and Human Services and the materials 
management office should fully explain and document all changes to the 
weighting of proposal evaluation criteria during the procurement process 
when using the request for proposal method. 
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Increase in Rates 
Paid to Brokers 

In July 2007, three months after broker payments began for NEMT services, 
DHHS became aware of a significant data error it made during the 
procurement process, which reduced broker payments. As a result, DHHS and 
MMO reached an agreement with the brokers to increase their rates. 

However, the broker contracts do not state the circumstances under which rate 
adjustments should be made, nor do they indicate how such adjustments 
should be calculated. 

During our review, DHHS calculated broker rate adjustments without a 
formal, written methodology. There is also no written agreement between the 
department and the brokers indicating whether total payments after the 
adjustments will be equal to the payments projected when the contracts were 
originally awarded. If further adjustments are necessary, there is less 
assurance that they will be conducted consistently. 

Incorrect Medicaid-
Eligible Data 

In September 2005, DHHS and the MMO of the Budget and Control Board 
issued a request for proposals from organizations seeking contracts to provide 
broker services to the NEMT program. This request for proposals provided 
historical information to potential brokers, including the historical cost of the 
program, the number of clients transported, the number of paid claims, and 
the number of miles driven. The RFP also included the projected monthly 
number of Medicaid clients each year for a five-year period. Each 
organization was asked to submit a proposal that included payment rates. 

In November 2006, DHHS and MMO awarded two companies a total of six 
regional contracts, in which the state agreed to pay the brokers specific dollar 
amounts once a month for each Medicaid client. It could reasonably be 
expected that broker payments would vary from month-to-month based on 
fluctuations in the number of Medicaid clients. In its intent to award 
document, the MMO included projections of the total annual payments for 
each region over a five-year contract period. 

In July 2007, DHHS learned that the RFP contained an error in the data that 
was given to the brokers to assist in developing their rate proposals. The 
number of Medicaid-eligible clients that should have been used for payment 
purposes was 30% less than the number projected in the request for proposals. 
The agency reports that it counts Medicaid-eligible clients in a number of 
ways but did not use the appropriate number in the RFP. As a result, the two 
brokers who had been awarded contracts were receiving about 30% less in 
monthly revenues than had been projected by DHHS and MMO during the 
procurement process. 
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Rate Adjustment	 In October 2007, after learning in July of the inaccurate data communicated 
by the state during the procurement process, DHHS and the MMO reached an 
agreement with the brokers to increase the rates of payment. This adjustment 
was made retroactive to the beginning of the contract payments in May 2007, 
and an additional adjustment was made in March 2008. Following these 
adjustments, total monthly payment amounts in the first year of the contract 
approximated the amounts projected by DHHS when the contracts were 
awarded in November 2006. 

Table 3.1 summarizes the original projected monthly payments and the actual 
monthly payments from May 2007 through December 2007. 

Table 3.1: DHHS Payments 
to NEMT Brokers, 
May 2007 – December 2007 

MONTHS 

ORIGINAL 
PROJECTED 

MONTHLY PAYMENTS 
FROM INTENT TO 

AWARD 

ACTUAL ADJUSTED 
MONTHLY 
PAYMENTS

 May  $ 3,848,062 $ 3,722,536 
June 3,848,062 3,698,402 
July  3,848,062 3,627,659 
August 3,848,062 3,653,233 
September 3,848,062 3,690,482 
October 3,848,062 3,710,248 
November 3,848,062 3,703,664 
December 3,848,062 3,589,995 

 TOTALS  $ 30,784,499 $ 29,396,219 

Source: DHHS. 

As shown in Table 3.1, the payment amount originally projected by DHHS 
for this period was $30.7 million. Actual adjusted payments to the brokers 
were $29.4 million. These adjustments were not announced to the public, 
although the rate information can be requested by the public under authority 
of the Freedom of Information Act. Making the adjustments without public 
notification led to suspicion and controversy about the decision. 
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Adequacy of the Broker 
Contracts 

We found that the broker contracts do not state the circumstances under 
which rate adjustments should be made, nor do they indicate how such 
adjustments should be calculated. The department and MMO, therefore, 
agreed to increase broker rates based on their interpretation of the contracts. 

We found no evidence that these rate adjustments were not made in good 
faith. However, it is not possible to determine whether the adjusted rates 
equal the rates that would have resulted from the original procurement 
process, had the data errors not been made. For that reason and others, we 
recommend later in this report that DHHS and MMO initiate a new 
procurement process for the service period beginning in 2010, when the 
current contracts may be terminated (see p. 32). 

Contract Interpretations	 The broker contracts contain language regarding reimbursement that can lead 
to at least two interpretations. 

An interpretation supporting the decision by DHHS to increase brokers’ rates 
can be based on the intent to award document, issued by the MMO in 
November 2006. This document included specific award amounts based on 
proposals from the brokers. 

An alternative interpretation can be made that no adjustment is required, for 
the following reasons: 

•	 The brokers agreed to provide services at fixed monthly rates per 
Medicaid client. 

•	 “Offerors are expected to examine the [RFP] thoroughly and should 
request an explanation of any ambiguities, discrepancies, errors, 
omissions, or conflicting statements in the [RFP]. Failure to do so will be 
at the Offeror’s risk. Offeror assumes responsibility for any patent 
ambiguity in the [RFP] that the Offeror does not bring to the State’s 
attention.” 
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The RFP places responsibility for detecting mistakes in the RFP on 
organizations seeking the state’s non-emergency medical transportation 
broker business. However, unlike the internal inconsistencies, ambiguities, 
and omissions that can occur in an RFP, the mistake in this case was an 
approximate 30% overstatement of the Medicaid-client population upon 
which payments would be based. In our judgment, it would have been 
difficult for a prospective broker to detect this type of mistake. In addition, by 
significantly overstating the number of Medicaid clients, it is likely that 
DHHS and MMO ensured rates per client that were artificially low. 

Conclusion If DHHS and MMO had used the correct Medicaid enrollment data in the 
procurement process it is likely the brokers would have bid higher rates per 
Medicaid client. In making broker rate adjustments in 2007 and 2008, DHHS 
attempted to set the rates where they would have been if the data error had not 
occurred. However, it is difficult to know with precision whether the new 
rates and monthly payments are equal to those the original procurement 
process would have produced if the correct data had been used during the 
procurement process. Including language in the contracts regarding when and 
how rate adjustments should be made would have provided transparency. 

Recommendations 6.	 The Department of Health and Human Services should establish internal 
controls to reduce the likelihood of data errors in its procurement 
processes. 

7.	 The Department of Health and Human Services and the materials 
management office of the Budget and Control Board should ensure that 
future Medicaid non-emergency medical transportation contracts state the 
circumstances under which rate adjustments should be made and the 
method by which such adjustments should be calculated. 

8.	 The Department of Health and Human Services and the materials 
management office of the Budget and Control Board should ensure that 
all rate adjustments and the reasons for the adjustments are made public 
for rate changes regarding contracts with non-emergency medical 
transportation brokers. 
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Early Payments to 
Brokers 

Under the non-emergency medical transportation contracts, which became 
effective in March 2007 with payments beginning in May, DHHS has been 
paying the brokers an average of $3.9 million each month. However, the 
department has been making payments to the brokers earlier than is required 
in the contracts. Conservatively estimated, these early payments will cost the 
federal government and South Carolina forgone interest of more than 
$365,000 over a three-year period and almost $630,000 over a five-year 
period. 

The contracts require: 
•	 “The Broker shall be reimbursed a monthly capitation rate for each 

Medicaid beneficiary residing within the NE[M]T region.” 
•	 “DHHS will produce a report at the end of the current month that contains 

the total number of beneficiaries eligible for that month. The monthly 
NE[M]T Beneficiary Extract Summary Report is generally produced two 
(2) days before the end of every month. This extract contains the 
information used by DHHS to produce the monthly capitation payment for 
the month.” 

Based on normal processing times, the brokers would be paid for each month 
of service to DHHS approximately one week after the month ended. 

DHHS, however, has not followed the payment timing established in the 
contracts. They have been paying the brokers generally within the first full 
week of the month. The average payment is about 30 days early. 
Subsequently the agency makes adjustment payments to account for changes 
in eligibility throughout the month. The payments are made with 
approximately 70% federal funds and 30% state funds. 

We calculated the interest forgone by the federal government and South 
Carolina state government, assuming the payment of $3.9 million to non-
emergency medical transportation brokers 30 days early each month, using a 
conservative 3% interest rate. The interest rate we used was based on the 
federal funds rate established by the Federal Reserve Bank, which was 5.25% 
at the beginning of the contract and was 1.5% as of October 2008. 

Recommendation 9.	 The Department of Health and Human Services should adhere to the 
timing specified in its contracts with Medicaid non-emergency medical 
transportation brokers for monthly payments to the brokers. 
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DHHS has been using a broker-based system to operate its non-emergency 
medical transportation (NEMT) program since 2007. This system was in its 
first year of operation during our review. Our findings are summarized below: 

•	 We found no evidence indicating whether an in-house system or a broker-
based system is inherently better for minimizing cost and maximizing 
quality of service. Effective management by DHHS is important to the 
success of either system. 

•	 A broker-based transportation system provides an incentive to operate 
efficiently, assuming DHHS has an effective system of purchasing and 
monitoring the brokers’ services. 

•	 Through the procurement process, DHHS has the authority to switch 
brokers, periodically, if it determines that other brokers could provide 
higher-quality service and/or lower prices. Over time, this system is 
designed to give brokers incentive to ensure quality and submit 
competitive price proposals. 

•	 There is evidence that DHHS expenditures during the first year of the 
broker-based system increased less than they would have if no changes 
had been made to the in-house program, according to calculations by an 
independent actuary. However, efficiency measures implemented under 
the broker-based system could also have been implemented under an in­
house system. 

•	 The department does not have adequate performance measures or goals 
regarding cost. 

•	 Because DHHS did not calculate quality of service data under its in-house 
system, we could not determine whether the quality of service has 
changed under the broker-based system. Monitoring quality of service is 
important and can be implemented under either management system. 

•	 The department does not report performance data regarding the 
punctuality and length of trips provided to Medicaid clients. 
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•	 DHHS has begun onsite reviews of the work processes of the brokers and 
transportation providers and has developed plans to begin onsite audits of 
the accuracy of performance data. The department, however, has not 
conducted onsite audits to ensure that, when the brokers deny service, it is 
for reasons authorized by federal law, state law, and the broker contracts. 

•	 Long-term savings can be realized through the use of a less expensive 
mode of transportation to serve clients who need to be transported lying 
down, but who do not need an ambulance. 

•	 The Medicaid Transportation Advisory Committee, established by the 
General Assembly, is not adequately independent of DHHS. Although no 
DHHS employee is a member of the committee, its meetings have been 
presided over by DHHS staff and take place in a conference room at 
DHHS. 

•	 DHHS could enter into improved broker contracts by re-soliciting 
proposals from brokers for the service period beginning in 2010, when the 
current contracts may be terminated. 

Background As described earlier in this report, DHHS has contracts with two private
brokers to operate the Medicaid non-emergency medical transportation 
program (NEMT) in six regions across the state. The length of these contracts 
is three years, ending in 2010, with an option for two one-year extensions. 
Total DHHS payments to the brokers are projected to be approximately $140 
million for a three-year contract period up to $233 million for a five-year 
period. 

The brokers are required to subcontract with medical transportation providers, 
which give Medicaid clients rides to and from medical facilities for non-
emergency reasons. The brokers operate call centers, where they arrange 
transportation for Medicaid clients seeking assistance. 

DHHS makes monthly payments to the brokers based on the number of 
Medicaid clients in South Carolina, independent of whether the clients use the 
service. 
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Broker-Based 
System or 
In-House System 

We found no evidence indicating whether a broker-based management system 
is inherently better than an in-house system for minimizing cost and 
maximizing quality of service. Performance under either NEMT system can 
be affected by factors such as the quality of personnel, training, internal 
controls, and a process for making ongoing improvements. 

A broker-based transportation system provides incentive to operate 
efficiently, assuming DHHS has an effective system of purchasing and 
monitoring the brokers’ services. Because brokers in South Carolina are paid 
based on the number of Medicaid clients, independent of the clients’ use of 
NEMT services, savings realized during a contract period can increase broker 
earnings. The brokers, therefore, have incentive to screen out ineligible clients 
and trips and to ensure that the trips are conducted in an efficient manner. 

DHHS payments to brokers after a contract period begins are independent of 
broker operating costs. Therefore, an efficiency implemented by a broker 
during a contract period to increase its earnings will not benefit DHHS during 
that period. However, higher broker earnings can cause additional 
organizations to compete for contracts in subsequent contract periods. 
Increased competition can result in lower prices. 

An additional feature of the broker-based system is the short-term nature of 
the contracts. Through the procurement process, DHHS has the authority to 
switch brokers, periodically, if it determines that other brokers could provide 
higher-quality service and/or lower prices. Over time, this system is designed 
to give brokers incentive to ensure quality and submit competitive price 
proposals. 

It is important to note that efficiency measures can be implemented under 
either management system. In a limited review of other states, we found that 
whether a state has an in-house system or a broker-based system may not 
reliably correlate with cost per Medicaid client (see Table 4.1 on p. 25). 

Monitoring quality of service can be implemented under either management 
system. We found that DHHS did not have adequate performance goals or 
measures for quality of service under its former in-house system (see p. 8) or 
its current broker-based system (see p. 28). We also found that the department 
has not conducted onsite audits of the brokers’ performance data under the 
current system. Department officials have developed detailed plans to conduct 
such audits (see p. 29). 
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Comparison With 
Other States 

DHHS has conducted some comparisons of policies and practices between 
South Carolina and other states. However, it has not periodically compared 
the performance of South Carolina’s program with programs in other states. 
As a result, we conducted a limited survey of similar programs in other states. 
We also reviewed audits from other states which addressed issues pertaining 
to making the transition from an in-house system to a broker system. 

Although each state has a unique set of factors affecting its NEMT program 
(such as government structure, local transportation providers, geography, and 
population density), making periodic comparisons with other states may 
provide useful information on how to improve operations in South Carolina. 

Cost Comparison	 In Table 4.1, we report NEMT expenditure data from Georgia and Virginia, 
which have broker-based systems. We also included Nebraska as an example 
of a state with a substantial rural population and an in-house NEMT program. 
The data available shows that the type of management system may not be a 
predictor of per-client cost. 

In our effort to obtain NEMT cost information, we focused primarily on the 
Southeast. Although we did not audit this data, we rejected information from 
some states because it appeared to be unreliable. Due to limitations in the 
availability of reliable information, we used data from more than one fiscal 
year. 

Without periodically comparing South Carolina’s NEMT program with those 
in other states, it will be difficult for DHHS to assess its NEMT program. A 
review of other state programs, particularly those programs in nearby states, 
can provide useful information for improving South Carolina’s NEMT 
program. 
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Table 4.1: NEMT Expenditures Per 
Medicaid Client FY 06-07 EXPENDITURES 

STATE 
AMOUNT 
SPENT 

MEDICAID 
CLIENTS 

ENROLLED IN 
FY 04-05* 

AMOUNT 
SPENT PER 

CLIENT 

TYPE OF 
NEMT 

SYSTEM 

Georgia $66,113,959 1,823,800 $36 Broker 

Nebraska $11,794,438 261,200 $45 In-house 

Virginia $59,211,496  873,200 $68 Broker 

South Carolina $45,656,061 996,400 $46  In-house** 

* 	 Client data is for FY 04-05, the most recent year for which comparable client data was 
available. 

** 	 South Carolina operated under a broker-based system during the last two months of 
FY 06-07. 

Sources: Cost data is from state government Medicaid agencies. Client data is from the Kaiser 
Family Foundation, which takes steps to ensure interstate comparability.  

Audit Findings in Other 
States 

We also reviewed audit reports that addressed other states’ NEMT programs. 
Below is a discussion of some of the reports we reviewed and issues 
addressed by those reports. 

Mississippi 
The Joint Legislative Committee on Performance Evaluation and Expenditure 
Revenue (PEER) released a review of Mississippi’s NEMT program in 
January 2008. This report dealt with the effects of the November 2006 action 
by Mississippi’s Division of Medicaid to outsource the Mississippi Non-
Emergency Transportation Program to a broker. This report projected that the 
Mississippi Division of Medicaid’s brokered contract created $1.1 million in 
cost avoidance during the last eight months of FY 06-07, with a comparable 
amount of savings to be achieved annually. PEER found that there was no 
basis for concern that service delivery suffered under the brokered contract. 
PEER noted that the Mississippi Division of Medicaid did not implement a 
formal, documented quality assurance process until the contract with the 
broker had been in place for a full year. 
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Virginia 
The Joint Legislative Audit and Review Commission of the Virginia General 
Assembly published a review of its Department of Medical Assistance 
Services in January 2002. Among the program areas reviewed in this report 
was the non-emergency transportation program. Although this report found 
that the recently implemented transportation brokerage program was an 
appropriate model for providing non-emergency transportation, it also found 
that the contractor responsible for the majority of Virginia’s non-emergency 
transportation “. . . did not have enough transportation providers, phone lines, 
or staff, and routine transportation visits were not scheduled prior to the 
start-up date.” 

Missouri 
The Missouri State Auditor published a review of Missouri’s NEMT program 
in October 2005. This report concluded that costs for NEMT services in 
Missouri under a new broker contract may have been too high for the 
following reasons: 

•	 Historically high rates were used to establish the new rate structure. 
•	 The Division of Medical Services had not always ensured that recipients 

of NEMT receive the lowest cost and most appropriate NEMT services. 
•	 The new contract provisions did not allow adjustment of the capitation 

rates. 

The report also found that the Missouri Department of Social Services 
division of medical services did not provide oversight of the transportation 
contractor’s operations. 

Recommendation 10.  The Department of Health and Human Services should periodically  
compare its non-emergency medical transportation program with those in 
other states. 
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First Fiscal Year 
Expenditures for 
the Broker-Based 
NEMT System 

Based on projections by an independent actuary, there is evidence that the rate 
of increase in NEMT expenditures has been reduced under the broker-based 
system. However, measures to reduce the cost of the program could also have 
been implemented under an in-house system. 

FY 07-08 was the first complete fiscal year of the broker-based NEMT 
system. The department operated the NEMT program under an in-house 
system during the first ten months of FY 06-07 and a broker-based system 
during the final two months. 

On a cash basis, NEMT expenditures increased from approximately 
$45.7 million in FY 06-07 to $52.5 million in FY 07-08. According to an 
independent actuary hired by DHHS, if the in-house system had remained in 
place with no changes in FY 07-08, expenditures may have been 
approximately $60.6 million. Using updated Medicaid client data, we 
adjusted the actuary’s FY 07-08 forecast to approximately $55.7 million, 
which was about $3 million greater than the $52.5 million in expenditures 
reported for that year. It is important to note that actuarial projections are not 
precise and are based, in part, on data estimates and assumptions. 

Under their contracts with DHHS, the brokers have implemented centralized 
call-centers for making appointments, careful screening of clients to ensure 
eligibility, and controls to ensure that the mode of transportation is 
economical. Each of these measures could have been implemented under an 
in-house system. 

Performance 
Goals and 
Measures for Cost 

DHHS monitors the cost of the NEMT program. It does not, however, have 
sufficient performance goals or measures regarding the efficiency of the 
program. For example, the department does not have goals or measures 
pertaining to cost per passenger mile, cost per trip, or clients per trip. As a 
result, it will be more difficult to determine whether the program is efficient 
and making satisfactory progress. 

Recommendation 11. The Department of Health and Human Services should develop and 
report, at least quarterly, additional performance measures and goals 
regarding the cost of the non-emergency medical transportation program, 
including, but not limited to, the following or equivalent objective 
measures: 
• Cost per passenger mile. 
• Cost per trip. 
• Number of clients per trip. 
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Performance 
Goals and 
Measures for 
Quality of Service 

DHHS is working to improve its process for collecting and reporting quality 
of service data from the NEMT brokers. 

Under the in-house NEMT system, which ended in 2007, DHHS did not have 
objective performance goals or measures for the quality of service it provided 
to clients. For example, it did not measure the length of trips or the extent to 
which trips were on time. The department also did not make objective 
comparisons of quality of service between regions of the state, transportation 
providers, or fiscal years. As a result, any perceived changes in quality under 
the current, broker-based system cannot be confirmed. 

Under the broker-based system, the department collects performance data 
from its two brokers, by region, and issues quarterly “report cards” for each 
broker. Examples of data listed on the report cards include: 

•	 The number of trips, by type. 
•	 The number of phone calls from clients to the brokers. 
•	 The speed of telephone service when clients call the brokers. 
•	 The number of clients denied trips and the brokers’ reasons for the 

denials. 
•	 The number of complaints, by type. 

The report cards do not include the number and percentage of pick-ups and 
drop-offs that are on time or the length of the trips. DHHS officials note that 
they do not have accurate data from the brokers regarding punctuality and do 
not have a consistent definition of “on time.” 

During the procurement process for transportation brokers, DHHS indicated 
that brokers should ensure clients are picked up and dropped off on time. The 
department also indicated that trips with multiple passengers should last no 
longer than one hour. One of the brokers, in its proposal to the department, 
had a goal stating, “90% of vendors are on time.” The other broker had a goal 
stating, “90% of riders picked up within 20 minutes of appointment time” and 
“90% of riders delivered to appointments on time.” 

DHHS officials report they are currently working with the brokers to establish 
an automated data collection system that will produce accurate and valid data. 
With accurate and valid data, the department will be better able to ensure 
quality of service for its clients. It will also be better able to compare quality 
among different regions of the state, transportation providers, and fiscal years. 
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In addition, the department has contracted with the University of South 
Carolina to survey NEMT clients to determine the degree to which they are 
satisfied with service under the broker system. In an October 2007 survey, 
USC found that 88% of NEMT clients were “very satisfied” or “somewhat 
satisfied.” About 52% of clients said that services were “somewhat better” or 
“much better” than services six months prior, in April 2007, the last month of 
the in-house system. DHHS officials report that USC repeated this survey in 
March 2009, the results of which were not available for this audit report. 

Recommendations 12. The Department of Health and Human Services should report, at least 
quarterly, additional performance measures and goals regarding the 
quality of service of the non-emergency medical transportation program, 
including, but not limited to, the following or equivalent objective 
measures: 
• The extent to which pick-ups and drop-offs are on time. 
• The number of miles per trip. 
• The number of minutes per trip. 

13. The Department of Health and Human Services should report quality of 
service comparisons between regions of the state, brokers, transportation 
providers, and fiscal or contract years, at least annually, regarding 
punctuality and length of trips. 

Audits of NEMT 
Brokers by DHHS 

DHHS has begun onsite reviews of the work processes of the NEMT brokers 
and transportation providers and has developed detailed plans to begin onsite 
audits of the accuracy of performance data. Without onsite audits of the 
performance data submitted by brokers, there is reduced assurance that the 
data is accurate. Also, the department has not conducted audits to ensure that, 
when the brokers deny transportation to individuals, the denials are for 
reasons authorized by federal law, state law, and the broker contracts. 

Each quarter the brokers send to the department summaries of their 
performance data, including the number of trips, the speed of service when 
clients call to make appointments, the number and types of complaints, and 
the number of individuals denied service. Accompanying the performance 
data, the brokers send supporting documentation in electronic form, which is 
reviewed by department staff. However, to date, the department has not 
conducted onsite audits to ensure the accuracy of the brokers’ performance 
data. Inaccurate performance data can negatively affect the ability of the 
department to monitor broker operations. 
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It is also important that the department ensure through periodic audits that 
denials of service are for valid reasons, because the broker system is designed 
so the brokers can increase their earnings by denying service. This system can 
be effective in giving the brokers incentive to deny service to those who are 
ineligible according to state law and the broker contracts. However, if 
unchecked, there could be potential for a broker to deny service to individuals 
who are eligible for service. 

Recommendations 14. The Department of Health and Human Services should periodically  
conduct onsite audits of the accuracy of the performance data submitted 
to it by non-emergency transportation brokers. 

15. The Department of Health and Human Services should periodically  
conduct onsite audits of denials of service by non-emergency  
transportation brokers to ensure that the denials are for reasons 
authorized by federal law, state law, and the broker contracts. 

Use of Stretcher 
Vans for Patient 
Transport 

Currently, all Medicaid clients receiving non-emergency medical 
transportation (NEMT) services who must be moved on a stretcher are 
transported in ambulances in which medical care, monitoring, and treatment 
are available. DHHS estimates that 50% of Medicaid recipients currently 
transported in ambulances for NEMT do not need medical care while being 
transported. Department officials state that roughly $700,000 could be saved 
per year if 50% of Medicaid recipients were transported in stretcher vans 
instead of ambulances. 

NEMT transportation providers are regulated by the Office of Regulatory 
Staff, which is a South Carolina state agency independent of DHHS. Current 
regulations do not provide for the use of stretcher vans, which, according to 
the Public Service Commission are defined as: 

. . . a mode of non-emergency transportation which may be provided 
to an individual who cannot be transported in a taxi or wheelchair 
van due to convalescence or being non-ambulatory. Stretcher vans 
are not required or authorized to provide medical monitoring, 
medical aid, medical care or medical treatment of passengers during 
their transport. 
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In 2008, the South Carolina Public Service Commission, acting on the 
recommendations of the Office of Regulatory Staff, filed proposed 
regulations for review by the General Assembly that would allow the use of 
stretcher vans. The General Assembly may reject or adopt this regulation. 

The use of stretcher vans will allow for cost savings because they will provide 
a less expensive alternative to ambulance transportation. DHHS officials state 
that it is not necessary for all non-ambulatory patients to be transported in an 
ambulance for non-emergency medical purposes. Other states, including 
Virginia and Georgia, allow for the use of stretcher vans. 

Recommendation 16. The General Assembly should approve proposed regulations authorizing 
the use of stretcher vans for recipients of non-emergency medical 
transportation when medically appropriate. 

Medicaid 
Transportation 
Advisory 
Committee 

In June 2007, the General Assembly passed Act 172, a joint resolution 
requiring DHHS to “establish a Medicaid Transportation Advisory 
Committee composed of Medicaid service providers, local transportation 
providers, and Medicaid recipients, who require transportation services.” We 
found that this committee is not adequately independent of DHHS. 

The 2007 joint resolution states that the committee: 

. . . shall meet at least quarterly to review issues and complaints concerning 
the Medicaid Transportation Brokerage System and shall make 
recommendations for the resolution of these issues and complaints. The 
advisory committee shall issue a report quarterly to the Governor, Senate, 
and House of Representatives. The Department of Health and Human 
Services shall provide the staff for the advisory committee. The advisory 
committee is abolished when the contract for the operation of the Medicaid 
Transportation Brokerage System expires or is terminated. 

DHHS established and appointed members to the Medicaid Transportation 
Advisory Committee, and the committee has been meeting quarterly. 

However, we found that the members of the advisory committee have not 
selected a chair or any other officers. Although no DHHS employee is a 
member of the committee, its meetings are presided over by DHHS staff and 
take place in a conference room at DHHS. As a result, the committee is not 
adequately independent. 
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If the Medicaid Transportation Advisory Committee were to operate in a 
more independent manner, the staff of DHHS would remain an important 
source of information and analysis for the committee. 

Recommendation 17. The General Assembly should amend Act 172 of 2007 to require that the 
Medicaid Transportation Advisory Committee elect a chairperson from its 
membership to preside over its meetings and lead the operations of the 
committee. 

Benefits From 
Obtaining New 
Broker Contracts 
in 2010 

DHHS could enter into improved NEMT broker contracts by re-soliciting 
proposals from brokers for the service period beginning in 2010, when the 
current contracts may be terminated. 

Re-soliciting proposals from brokers would allow for lessons learned under 
the current contracts (which were not preceded by a pilot project) to be 
incorporated into the new contracts. For example, establishing new broker 
contracts could include a procurement process in which: 

•	 The data communicated by DHHS to brokers before they submit their 
proposals does not contain significant errors. 

•	 The reasons for awarding contracts to the brokers selected are clearly 
documented, as required by state law. 

•	 The contracts state the circumstances under which rate adjustments may 
be made as well as the methodology for making rate adjustments. 

•	 The contracts contain expanded broker requirements to report cost and 
quality of service data, so that performance may be better monitored by 
the department. 

Recommendation 18. The Department of Health and Human Services should procure new 
broker contracts for the non-emergency medical transportation program, 
which would take effect when the current contracts expire in 2010. 
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March 11, 2009 
Thomas J. Bardin, Jr. 
Director 
South Carolina General Assembly 
Legislative Audit Council 
1331 Elmwood Ave., Suite 315 
Columbia, SC 29201 

Dear Mr. Bardin, 

Thank you for the opportunity to offer comments on your audit entitled A Review of the Non-Emergency 
Medical Transportation Program of the Department of Health and Human Services. Our comments are as 
follows: 

LAC Recommendation # 5: “The Department of Health and Human Services and the 
Materials Management Office should fully explain and document all changes to the weighting 
of proposal evaluation criteria during the procurement process when using the request for 
proposal method.” 

MMO Response:  As you acknowledge in your audit report, the change in weightings did not 
affect the award of the contract. The change to the scoring weights was announced publicly 
and documented in Amendment 4 to the RFP in response to both a prospective offeror question 
(documented in Amendment 3) and follow-up question regarding the weighting of these two 
criteria. The process allows an opportunity for any prospective contractor who disagreed to 
raise the issue or too protest any amendment to a solicitation.  This check and balance is built 
into the process to provide transparency and ensure objectivity.  Even given this opportunity, 
no prospective contractor presented any concern. 

Regarding evaluation criteria used for requests for proposals (RFP), the Consolidated 
Procurement Code requires, “The request for proposals must state the relative importance of 
the factors to be considered in evaluating proposals but may not require a numerical weighting 
for each factor.” [11-35-1530(5)] In this RFP, we not only listed the evaluation criteria in their 
relative order of importance, we stated their actual relative weights.  In the amendment to the 
RFP, we restated the evaluation criteria in their actual relative weights. We exceeded the  
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requirements of the Consolidated Procurement Code.  Your recommendation is not supported 
by the statute. 

LAC Recommendation # 7:  "The Department of Health and Human Services and the 
Materials Management Office of the Budget and Control Board should ensure that future 
Medicaid non-emergency medical transportation contracts state the circumstances under which 
rate adjustments should be made and the method by which such adjustments should be 
calculated." 

MMO Response:  As you acknowledge in your report, the rate change criticized in your 
recommendation resulted in a net savings to the state of $1.3 million dollars.  We believe the 
rate adjustment in this case was appropriate.   

It is difficult to establish contract language to address every possible combination of 
circumstances regarding rate adjustments.  However, through the creation of a new collection 
of clauses entitled, “The Compendium”, released after a two-year project in March 2006 (after 
the deadline of receipt of proposals in response to this solicitation), MMO authored more 
descriptive language prescribing the conditions under which changes may be made.  Such 
standard language would appear in any future solicitation. 

LAC Recommendation # 8:  "The Department of Health and Human Services and the 
Materials Management Office of the Budget and Control Board should ensure that all rate 
adjustments and the reasons for the adjustments are made publicly for rate changes regarding 
contracts for non-emergency medical transportation brokers.”   

MMO Response: We post summaries of statewide term contracts awarded by the Materials 
Management Office as well as rate adjustments to our website because every agency utilizes 
the information. We do not post rate adjustments for contracts for any single state agency such 
as DHHS to the website because these contracts do not have statewide application.  DHHS is 
welcome to post this information on its website.  

Further, we respond extensively to requests for information.  For example, in response to Freedom of 
Information Act requests, during Fiscal Year 2007-08, we provided over 14,500 pages of information. We will 
continue to operate in accordance with the Freedom of Information Act.  

Sincerely, 

 Voight Shealy 
Materials Management Officer 



This report was published for a 
total cost of $114.90; 105 bound 
copies were printed at a cost of 
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