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APPENDIX I 

PAYMENT SAFEGUARDS

BUDGET AND COST DATA


FY 1988 THROUGH FY 1991

(In million dollars)


PAYMENT FY % FY % 
PART SAFEGUARD 1989-

A Provider 
Audit 

$117.9 10 .26  $130 .0  3 .77 
FACP $118.9 $130.3 

MSP 

FACP 

MWUR 

FACP 

MSP 

FACP 

FACP 

31.1 5.14 32.7 10.09 
31.1 32.7 

50.1 21.96 61.1 -36.00 
50.2 61.3 

34.6 8.96 37.7 -32.10 
35.1 39.4 

67.0 37.91 92.4 11.80 
67.4 94.5 

FRAUD AND ABUSE 

TOTAL 
$300.7 17.69 $353.9 -4.24 

FACP $302.7 $358.2 

NOBA=Notice of Budgetary Approval

 Administrative Cost Report


(FACP 1991 represents activity through June 1991)

 1992 represents President’s budget)


FY % FY 

5134.9 1.78 $137.3 
$135.3 $102.3 

36.0 1.67 36.6 
36.1 27.9 

3 9 . 1  - 1 1 . 5 0  3 4 . 6 
39.2 26.8 

25.6 2.73 26.3 
26.2 21.4 

193.3 163.9 
105.1 77.5 

 $ 3 3 8 . 7 
$255.9 

FY 

-6.70 $128.1 

2.73 37.6 

-7.51 32.0 

23.19 32.4 

-10.49 93.0 

-16.53 $333.1 
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Health Care 

DEPARTMENT OF HEALTH  HUMAN SERVICES 

Memorandum
APR I 4 

D a t e 
Acting Administrator 

From Health Care Financing Administration 

Subject	  Management Advisory Report: “Corrective  Review of the Health Care 
Financing Administration’s  HCFA] Medicare Payment Safeguards Program” 
(A-04-92-02037) 

T O 

Inspector General 
Office of the Secretary 

We have reviewed the above-referenced draft report which presents the results 
of  corrective action review of the Medicare payment safeguards program. 
The payment safeguards program was identified as both a material weakness and 
high risk area in the Department’s Fiscal  (FY) 1990 Federal Managers’ 
Financial Integrity Act report. This review was requested by the Department’s 
Council on Management Oversight. 

OIG found that, while relatively stable levels of payment safeguard funding 
were maintained. the funding levels were not adequate for contractors to maintain 
consistent staffing and workload activity in the areas of Medicare secondary payer 
(MSP) and medical and utilization review. 

 some of the current 
 However. we  concerned that rhis report 

 nor  relevant  regarding  safeguards program and the 
 during 

We believe recent developments will address many of the concerns raised by 
OIG. In addition to the $324.3 million allocated for payment safeguards in the 
President’s FY 1992 budget, HCFA requested and the Office of Management and 
Budget approved $19.9 million from the contractor contingency fund specifically to 
support MSP recovery activity.  addition. the President’s FY 1993 budget includes 
an allocation of  million for payment safeguards. which is a substantial increase 
over the FY 1992 funding level. Attached are our detailed comments on the report 
and its recommendations. 
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Page - Inspector General 

Thank you  the opportunity to review  on this 
management advisory report.  advise us whether you agree  our 
on the report’s recommendations at your earliest convenience. 

Attachment 
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Comments  the Health Care  Administration 
on  Draft  Report:


“Corrective Action Review of 
Medicare Pavment 

General Comments 

OIG notes that the “cornerstone” of HCFA’s corrective action plan was  request 
“adequate funding levels” for payment safeguards activities. OIG also states that HCFA 
completed the steps in its corrective action plan; that is. HCFA’s budget requests met 
its “funding goals established in the plan.” However, on page 6 of the report, OIG 
states: 

�	 “Although overall funding levels were  stable,” HCFA Increased 
funding  some activities while it cut  sharply in Part A medical 
review (MR) and Part B Medicare as Secondary Payer (MSP), and 

�	 HCFA’s corrective action plan did not take into account increases in 
claims workload,  etc.” 

We disagree with  explanations for the funding shortfalls. 
acknowledge that, in Fiscal Years  1990 and 1991. the  that HCFA 
initially requested for these activities far exceeded the appropriation that HCFA 
ultimately received. HCFA’s budget requests  payment safeguards funding did 
into account the workload growth and Unfortunately, our actual spending 
authority did not. We have already supplied with documentation on this point. 

While the  funding situation was “relatively stable” in terms of current 
dollars. HCFA  fewer real dollars for payment safeguards. In view 
declining resources and increased workloads, HCFA changed the allocation of 
among activities that we believed would yield the greatest return. For this reason, we 
emphasized spending on Part A MSP at the expense of Part B MSP. We also 
instructed the Medicare contractors to seek out more efficient ways  conducting their 
operations. 

We believe  has not brought forward any evidence-in this report that calls into 
question our allocation of funding, given the difficult budget situation.  did 
include savings data for the  1990-91 period in the report: the data would 
that the rate  return actually increased for many line items. 
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Page 

HCFA  continue to request adequate  of funding  its payment 
activities. We are also exploring alternative methods  financing payment 
However. given the budgetary restrictions under which HCFA must operate, we believe 
that our ongoing  to target  t’unding those activities which yield the greatest 
return on investment should not be overlooked. 

OIG Recommendation 

HCFA review and modify its corrective action plan to assure that the  of the 
payment safeguards program to control against fraud, waste, and abuse are met. 

HCFA Response 

We agree and action has already been taken on this matter. HCFA and the 
Department decided not to close the payment safeguards material weakness in 
November 1991, and a new corrective action plan was developed at that time. This 
plan was submitted by the Department to the President and Congress in December 
1991. 

OIG Recommendation 

HCFA should instruct contractors to recover the improper primary payments 
in the  insurance  improper 

 the recovery 

HCFA Response 

We agree and action has already been taken on this matter. When the MSP backlog 
report was implemented, HCFA took immediate action to fund those contractors who 
reported backlogs with a recovery deadline  December 31, 1991. Also, HCFA 
instructed the contractors in October 1991 to make backlog reduction their first 
priority. Finally, the $19.9 million in contingency funding recently approved by the 
Office of Management and Budget for MSP activities is specifically designated for 
recovery action on backlogged cases. We expect to save  billion as a result of this 
effort and our other MSP activities. 
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HCFA should  that  have sufficient resources  adequate 
medical and utilization reviews so that the sentinel  of this  activity is 
not compromised. 

HCFA Resuonse 

As noted above, HCFA has consistently requested adequate funding  payment 
safeguards.  FY  by targeting MR, identifying the most effective MR criteria, 
and increasing  HCFA expects to save $1.1 billion in program dollars as 
result of MR and utilization review activities. By FY 1993, HCFA will have collected 
and analyzed a considerable amount of data on provider patterns  utilization 
norms, and trends. The contractors will use the data to move from claim-specific 
reviews to identification and analysis of specific aberrant utilization patterns and 
practices. 

 Recommendation 

HCFA  its internal controls to  have 
payment  programs  control  abuse. 

Wet  unsure  this recommendation.  OIG is  its 
regarding  Contractor Performance  on page  we disagree. 
When HCFA abates  contractor activity, the contractor is not obligated to 

It would  he appropriate  HCFA to then evaluate the contractor’s 

If  is referring  specific controls against fraud  abuse, we agree. The 
President’s FY 1993 budget,  the first time. requests  million targeted for efforts 

 detect and investigate fraud and abuse. In FY  HCFA will expand the 
contractors’ Medicare Program  Units. which  dedicated to the investigation 

 allegations of Medicare fraud. HCFA also will increase outreach and educational 
programs. As a result, we expect an increase in the number and quality of referrals 

 and a program savings of $360 million. 
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In  H C F X  wrll  provider 
in  concentrating on limited  to improve the 
of audit expenditures. HCFA will continue to give priority to known problem areas.’ 
such as prospective payment system multi-facility hospitals and chain-affiliated providers 

 home offices. We expect to realize $1.8 billion in savings as a result of these 
efforts. 


