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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as
amended, is to protect the integrity of the Department of Health and Human Services
(HHS) programs, as well as the health and welfare of beneficiaries served by those
programs. This statutory mission is carried out through a nationwide network of audits,
investigations, and inspections conducted by the following operating components:

Office of Audit Services

The Office of Audit Services (OAS) provides auditing services for HHS, either by conducting
audits with its own audit resources or by overseeing audit work done by others. Audits
examine the performance of HHS programs and/or its grantees and contractors in carrying
out their respective responsibilities and are intended to provide independent assessments of
HHS programs and operations. These assessments help reduce waste, abuse, and
mismanagement and promote economy and efficiency throughout HHS.

Office of Evaluation and Inspections

The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide
HHS, Congress, and the public with timely, useful, and reliable information on significant
issues. These evaluations focus on preventing fraud, waste, or abuse and promoting
economy, efficiency, and effectiveness of departmental programs. To promote impact, OEI
reports also present practical recommendations for improving program operations.

Office of Investigations

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations
of fraud and misconduct related to HHS programs, operations, and beneficiaries. With
investigators working in all 50 States and the District of Columbia, OI utilizes its resources
by actively coordinating with the Department of Justice and other Federal, State, and local
law enforcement authorities. The investigative efforts of OI often lead to criminal
convictions, administrative sanctions, and/or civil monetary penalties.

Office of Counsel to the Inspector General

The Office of Counsel to the Inspector General (OCIG) provides general legal services to
OIG, rendering advice and opinions on HHS programs and operations and providing all
legal support for OIG’s internal operations. OCIG represents OIG in all civil and
administrative fraud and abuse cases involving HHS programs, including False Claims Act,
program exclusion, and civil monetary penalty cases. In connection with these cases, OCIG
also negotiates and monitors corporate integrity agreements. OCIG renders advisory
opinions, issues compliance program guidance, publishes fraud alerts, and provides other
guidance to the health care industry concerning the anti-kickback statute and other OIG
enforcement authorities.
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OBJECTIVE

To determine the extent to which Qualified Independent Contractors
(QIC) followed timeliness, correspondence, and data entry requirements
for Medicare Part A and Part B claims reconsiderations received from
May 2005 to July 2006.

BACKGROUND

Section 521 of the Medicare, Medicaid, and SCHIP Benefits
Improvement and Protection Act of 2000, P.L. No. 106-554, requires
that QICs conduct the second level of Medicare appeals, called
“reconsiderations,” for Medicare Part A and Part B claims. The Centers
for Medicare & Medicaid Services (CMS) contracted with two QICs that
began processing Part A reconsiderations in May 2005 and with two
QICs that began processing Part B reconsiderations in January 2006.

For this study, we determined whether QICs processed reconsiderations
within 60 days, as required, by analyzing information contained in the
Medicare Appeals System (the “appeals system”) for all reconsideration
cases through July 2006. We determined whether QICs sent
correspondence to appellants as required and whether QICs entered
accurate information in the appeals system by reviewing case files for a
randomly selected sample of reconsiderations. We also conducted
structured interviews with CMS, the four QICs, and staff who conduct
Administrative Law Judge hearings at the third level of Medicare
appeals.

FINDINGS

Part A Qualified Independent Contractors met the 60-day processing
timeframe; however, Part B contractors did not for 58 percent of
reconsiderations. One Part B QIC did not process 74 percent of
reconsiderations within 60 days, and the other Part B QIC did not
process 40 percent of reconsiderations within 60 days.

Qualified Independent Contractors did not meet all correspondence
requirements but did include the appropriate content in
reconsideration decision letters. Twenty-six percent of case files that
we reviewed did not have documentation substantiating that QICs sent
letters acknowledging appeal requests. Twelve percent of case files
were missing reconsideration letters; however, when present, QICs’
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decision letters included all required content. Forty percent of case files
did not have documentation substantiating that QICs sent processing
delay notifications for Part B cases that were decided late.

Qualified Independent Contractors entered inaccurate information
into the Medicare Appeals System for 54 percent of
reconsiderations. Fifty-four percent of reconsiderations contained at
least one item of inaccurate information in the appeals system for
appellant type, reconsideration request date, acknowledgment letter
date, decision date, and/or decision type.

Factors contributing to deficiencies in timeliness, correspondence,
and data entry include case transfer delays, unexpected case
volume, and appeals system challenges. Three of the four QICs
reported that lags in case file transfers from Affiliated Contractors that
process claims affected adjudication timeframes and other operational
activities. Both Part B QICs explained that unexpected case volume
affected their ability to process cases on time. Additionally, all QICs
reported that, during the early months of implementation, the appeals
system was frequently unavailable or slow, did not have the ability to
generate required correspondence, did not support resource
management activities, and did not interface with databases that
contained claims information, which affected timeliness and overall
workflow.

RECOMMENDATION

During our review, the Part A QICs had been processing
reconsiderations for 15 months and the Part B QICs for 7 months. We
found that, during this timeframe, QICs had challenges meeting
timeliness, correspondence, and data entry requirements. CMS made
several changes to improve the reconsiderations process, including
facilitating some improvements in the appeals system, restructuring the
Part B workload into three jurisdictions, and recompeting the contracts
among all QICs. However, given QICs’ deficiencies cited in this report
and the potential impact of these deficiencies on the overall Medicare
appeals process, we recommend that CMS:

Take further action to ensure that QICs meet timeliness,
correspondence, and data entry requirements. CMS currently
employs several mechanisms to monitor QICs, which include weekly
reviews of the appeals system data and annual site visit reviews. CMS
may consider several options for augmenting these mechanisms to
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ensure that QICs meet Federal requirements for processing
reconsiderations. For example, CMS could add metrics, such as error
rates, to its annual reviews to further assess the extent to which QICs
meet correspondence and data entry requirements. In addition, to
better ensure that appeals system data are accurate, CMS could
validate these data during annual reviews. CMS could also evaluate
the costs and feasibility of enabling the appeals system to extract
information from databases that contain claims data, thereby reducing
the need for manual data entry. Lastly, CMS could monitor the length
of time that it takes Affiliated Contractors to transfer paper case files to
QICs, to better ensure that QICs have a reasonable number of days to
adjudicate reconsiderations.

AGENCY COMMENTS AND OFFICE OF INSPECTOR GENERAL
RESPONSE

CMS concurred with our recommendation to take further action to
ensure that QICs meet timeliness, correspondence, and data entry
requirements and outlined efforts it has planned or has already taken to
address it. These efforts include awarding a contract to a private entity
that will conduct its own performance evaluation to determine QICs’
adherence to Federal requirements; enabling the appeals system to
interface with databases that contain claims data; and including
financial incentives in its contracts with the new Medicare
Administrative Contractors to forward case files to the QICs within

4 days for 85 percent of cases.

CMS also noted that, subsequent to the time period covered by our
review, March 2005— July 2006, it had made several changes to the
second level of Medicare appeals, which culminated in the award of
three new Part B QIC contracts. CMS reported that all three

Part B QICs completed over 98 percent of reconsiderations on a timely
basis during October—March 2008. CMS provided a table that outlines
timeliness information for all three Part B QICs during this period.
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Table 5: Estimate of Inaccuracies in Medicare Appeals System Data for

Reconsideration Appeals Processed by Part A Qualified Independent Contractors

First Coast Maximus
N=107 N=109

95-Percent 95-Percent

Confidence Confidence
Estimate Description Estimate Interval Estimate Interval
Percentage of Cases With Any Incorrect Information 15.0% 8.1-21.8% 43.1% 33.7-52.5%
Appellant Type, e.g., Beneficiary, Provider 4.7% 0.6-8.7% 13.8% 7.2-20.3%
Reconsideration Request Date 1.9% 0.23-6.59%* 4.6% 0.6-8.6%
Acknowledgment Letter Date Inaccuracies N/A N/A 27.5% 19.0-36.0%
Decision Date Inaccuracies 7.5% 2.4-12.5% 5.5% 1.2-9.8%
Decision Inaccuracies, e.g., Dismissed, Favorable,
Partially Favorable, Unfavorable 0.9% 0.02-5.10%* 3.7% 0.1-7.2%

Source: OIG review of 423 reconsideration appeals case files: Part A, May 2005-July 2006.
*Confidence interval calculated with an exact method based on the binomial distribution.

Table 6: Estimate of Inaccuracies in Medicare Appeals System Data for

Reconsideration Appeals Processed by Part B Qualified Independent Contractors

Q2A East Q2A West
N=100 N=107

95-Percent 95-Percent

Estimate Description Confidence Confidence

Estimate Interval Estimate Interval

Percentage of Cases With Any Incorrect Information 60.0% 50.2—69.8% 61.7% 52.3-71.0%

Appellant-Type Inaccuracies 6.0% 1.3-10.7% 15.9% 8.9-22.9%

Reconsideration Request Date Inaccuracies 4.0% 0.1-7.9% 0.9% | 0.0002-0.051%*

Acknowledgment Letter Date Inaccuracies 7.0% 1.9-12.1% 27.1% 18.6-35.7%

Decision Date Inaccuracies 49.0% 39.0-59.0% 38.3% 29.0-47.7%
Decision Inaccuracies, e.g., Dismissed, Favorable,

Partially Favorable, Unfavorable 1.0% 0.02-5.45%* 3.7% 0.1-7.4%

Source: OIG review of 423 reconsideration case files: Part B, January—July 2006.
*Confidence interval calculated with an exact method based on the binomial distribution.
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Timeliness: Monthly Breakdown For Decision Between Oct 1, 2007 and

Dates Mar 31, 2008
ot Appeals | Decided . Decided Non-| % Non-
QIC Appeal Priority | Year Month Dzsi ded | Timely % Timely Timely Timel
Rivertrust DME All Standard 2007 October 3,039 2,965 97.56% 74 2.44%
November 2,535 2,498 98.54% 37 1.46%
December 2,294 2,253 98.21% 41 1.79%
2008 January 2,569 2,537 98.75% 32 1.25%
February 2,976 2,954 99.26% 22 0.74%
March 3,548 3,481 98.11% 67 1.89%
Standard 16,961 16,688 @ 98.39% 273 1.61%
Rivertrust DME All 16,961 16,688  98.39% 273 1.61%
Eirst Coast B North Standard 2007 October 7,359 7,358 99.99% 1 0.01%
November 6,544 6,535 99.86% 9 0.14%
December 75627 7,618 99.88% 9 0.12%
2008 January 4,435 4,485 100.00% 0 0.00%
February 5,198 5,198 100.00% 0 0.00%
March 4876 4,875 99.98% 1 0.02%
Standard 36,089 36,069 = 99.94% 20 0.06%
First Coast B North 36,089 36,069 99.94% 20 0.06%
Q2A B South Standard 2007 October 3,771 3,754 99.55% 17 0.45%
November 4,403 4,401 99.95% 2 0.05%
December 4355 4,352 99.93% 3 0.07%
2008 January 3,932 3,931 99.97% 1 0.03%
February 3,222 3,221 99.97% 1 0.03%
March 2,717 2,717 100.00% 0 0.00%
Standard 22,400 22,376 | 99.89% 24 0.11%
Q2A BSouth 22400 22,376  99.89% 24 0.11%

Notes:

1) Appeals with a Status of
Combined are excluded

2) An appeal is considered Non-
Timely if the Decision Date is
later than the Deadline Date

3) The Appeal Deadline Date is
recalculated if there s an
Appeal Extension

Prepared by Q2Administrators, =1~ Apr 3, 2008
LLC
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