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Office of Inspector General 
http://oig.hhs.gov 

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. 

http:http://oig.hhs.gov


 

 
 

 
 

 
 

 
 

 

 
 

Notices 


THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

Section 8L of the Inspector General Act, 5 U.S.C. App., requires that 
OIG post its publicly available reports on the OIG Web site.  

OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable, 
a recommendation for the disallowance of costs incurred or claimed, 
and any other conclusions and recommendations in this report represent 
the findings and opinions of OAS.  Authorized officials of the HHS 
operating divisions will make final determination on these matters. 

http:http://oig.hhs.gov


 

 

 

 

 

 
     

 
 

 

  

 

 

 

 
  

EXECUTIVE SUMMARY  


BACKGROUND 


The Balanced Budget Act (BBA) of 1997, P.L. No. 105-33 established Medicare Part C to offer 
beneficiaries managed care options through the Medicare+Choice program.  Section 201 of the 
Medicare Prescription Drug, Improvement, and Modernization Act (MMA) of 2003,  
P.L. No. 108-173, revised Medicare Part C and renamed the program the Medicare Advantage 
(MA) program.   

The Centers for Medicare & Medicaid Services (CMS), which administers the Medicare program, 
makes monthly capitated payments to MA organizations for enrolled beneficiaries.  MA 
organizations provide health care services to Medicare enrollees, including all medically necessary 
services that are allowable in the traditional Medicare fee-for-service program.  

Title I of the MMA of 2003 amended Title XVIII of the Social Security Act by establishing the 
Medicare Part D voluntary prescription drug benefit for enrolled individuals.  CMS contracts 
with prescription drug sponsors to provide the Part D benefit as a stand-alone drug plan.  MA 
organizations provide this prescription drug coverage as part of an individual or group managed 
care plan, known as a Medicare Advantage Prescription Drug Plan (MA-PD).  CMS provides a 
monthly prospective payment equal to the Part D plan’s standardized bid, risk adjusted for health 
status, minus the monthly beneficiary premium.  Part D excludes drugs covered under traditional 
Medicare, including drugs for beneficiaries in skilled nursing facilities (SNF) or in the case of a 
MA-PD, drugs already covered by the MA organization’s plan benefits.     

Medicare Part D requires that for every prescription filled, drug sponsors must submit an 
electronic summary record, called the prescription drug event (PDE), to CMS.  The PDE record 
contains information that CMS uses to reconcile monthly subsidy payments made to drug 
sponsors with actual program cost data.  Within the PDE record, the gross drug cost and other 
payment data enable CMS to make payments to drug sponsors and administer the Part D benefit.  
PDE records are then stored in the Integrated Data Repository that also accumulates summary 
data used in payment reconciliation.  While enrolled in a Medicare Part D prescription drug plan, 
most beneficiaries are responsible for certain costs which may include a monthly premium, an 
annual deductible, and coinsurance or copayments.   

Community Health Insurance Company Inc. (Community) is a MA organization located in 
Mason, Ohio that entered into contract number H3655 with CMS.  For calendar year 2008, CMS 
made payments under this contract for Community’s 4 MA plans (2 individual plans with 
prescription drug coverage and 2 group plans with a single prescription drug plan).  We reviewed 
Plan 13, the largest individual plan under contract number H3655 and the plan with the most 
institutionalized beneficiaries–the beneficiaries most likely to have a SNF stay.   

OBJECTIVE 

Our objective was to determine whether Medicare Part D paid Community for drugs for MA 
beneficiaries during SNF stays that should have been a covered service under MA in 2008. 
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SUMMARY OF FINDING 

The Medicare Part D program incurred drug costs for MA beneficiaries during SNF stays that 
should have been covered under Part C in 2008. Of the 930 institutionalized beneficiaries in 
Community’s Contract H3655, Plan 13, 192 received Medicare SNF services during calendar 
year 2008. Of these 192 beneficiaries, 244 PDEs were submitted by Community for 25 
beneficiaries during their SNF stay.  As a result, $22,729 in Part D gross drug costs were 
incurred which had an overpayment effect of $13,346 to the Federal Government.  Within the 
gross drug cost amount, patients paid $1,694 in co-payments that should have been paid by 
Community had Medicare Part D not been inappropriately billed for these drug costs.  
Community attributed the incorrect payment amounts to limited guidance from CMS and a lack 
of knowledge of the beneficiary’s status by pharmacies providing the drugs to the nursing 
facilities’ resident population. 

RECOMMENDATIONS 

We recommend that Community: 

	 refund to the Federal Government the $13,346 identified in overpayments, and 

	 work with CMS to remove the identified duplicative 244 PDE records with Part D gross 
drug costs totaling $22,729 from the Integrated Data Repository.  

AUDITEE COMMENTS  

In written comments on our draft report, Community disagreed with the dollar amount and the 
calculation of the overpayment.  Community stated that our overpayment calculation was based 
on 100 percent of the amount covered by its Part D plan when CMS only pays plans 80 percent 
of the amount of claims incurred in the catastrophic level.  Community provided calculation 
details and a schedule to show how it arrived at its computation of the overpayment amounts 
related to catastrophic claims, Low-Income Cost-Sharing Subsidy amounts, and beneficiary cost-
sharing amounts.  Community agreed to reimburse CMS for the incorrect duplicate 
overpayments when the report is finalized and based on its calculation, believed the overpayment 
amount to be $13,346 of the $22,729 in gross drug costs.  Community’s comments are included 
in their entirety in the Appendix. 

OFFICE OF INSPECTOR GENERAL RESPONSE 

Community’s submission of PDEs totaling $22,729 in gross drug costs had an overpayment 
effect of $13,346. Based on Community’s comments to our report, we revised our finding to 
clarify the payment and reconciliation effects the incurrence of the 244 PDEs had on the 
Medicare Part D program and added a second recommendation to remove the identified 
duplicative PDE records from the Integrated Data Repository. 

ii 
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INTRODUCTION 


BACKGROUND 

Medicare Advantage Program 

The Balanced Budget Act (BBA) of 1997, P.L. No. 105-33 established Medicare Part C to offer 
beneficiaries managed care options through the Medicare+Choice program.  Section 201 of the 
Medicare Prescription Drug, Improvement, and Modernization Act (MMA) of 2003,  
P.L. No. 108-173, revised Medicare Part C and renamed the program the Medicare Advantage 
(MA) program.  Participating MA organizations include health maintenance organizations, 
preferred provider organizations, provider-sponsored organizations, and private fee-for service 
plans. 

The Centers for Medicare & Medicaid Services (CMS), which administers the Medicare program, 
makes monthly capitated payments to MA organizations for enrolled beneficiaries.  Except for 
hospice care, MA organizations provide managed health care covered services to Medicare enrollees, 
including all medically necessary services that are allowable in the traditional Medicare fee-for-service 
program.  These services include Part D prescription drugs that the MA plan includes as part of its MA 
bid. 

MA organizations cover skilled nursing care services furnished by Skilled Nursing Facility (SNF) 
providers. MA organizations pay SNF providers, typically a per diem rate, to supply a skilled 
level of care, including nursing care and physical, occupational, and speech therapies.  These 
payments also cover drugs and biologicals furnished by the facility for use in the facility for the 
care and treatment of beneficiaries.     

Medicare Part D Program 

Title I of the MMA of 2003 amended Title XVIII of the Social Security Act by establishing the 
Medicare Part D voluntary prescription drug benefit for enrolled individuals.  CMS contracts 
with prescription drug sponsors to provide the Part D benefit as a stand-alone drug plan.  MA 
organizations provide this prescription drug coverage as part of an individual or group managed 
care plan, known as a Medicare Advantage Prescription Drug Plan (MA-PD).  

CMS provides a monthly prospective payment equal to the Part D plan’s standardized bid, risk 
adjusted for health status, minus the monthly beneficiary premium.  Part D excludes drugs 
covered under traditional Medicare, including drugs for beneficiaries in SNFs or in the case of a 
MA-PD, drugs already covered by the MA organization’s plan benefits.  Under Part D, each drug 
sponsor creates a list of covered drugs, known as a formulary.  Certain drugs are excluded from 
Part D such as benzodiazepines, barbiturates, weight management drugs, and over-the-counter 
drugs. 
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Prescription Drug Events 

Medicare Part D requires that for every prescription filled, drug sponsors must submit an 
electronic summary record, called the prescription drug event (PDE), to CMS. The PDE record 
contains information that CMS uses to reconcile monthly subsidy payments made to drug 
sponsors with actual program cost data. PDE records are then stored in the Integrated Data 
Repository that also accumulates summary data used in payment reconciliation. After year end, 
prospective payments are used in risk sharing calculations. In risk sharing, the prospective 
payments are compared to actual payments for the basic benefit that are reported on PDE 
records. 

Gross Drug Costs 

Within the PDE record, the gross drug costs I and other payment data enable CMS to make 
payments to drug sponsors and administer the Part D benefit. While enrolled in a Medicare Part 
D prescription drug plan, most beneficiaries are responsible for certain costs which may include 
a monthly premium, an annual deductible, and coinsurance or copayments. 

Community Health Insurance 

Community Health Insurance Company Inc. (Community) is a MA organization located in 
Mason, Ohio that entered into contract number H3655 with CMS. For calendar year 2008, CMS 
made payments under this contract for Community's 4 MA plans (2 individual plans with 
prescription drug coverage and 2 group plans with a single prescription drug plan). We reviewed 
Plan 13, the largest individual plan under contract number H3655 and the plan with the most 
institutionalized beneficiaries-the beneficiaries most likely to have a SNF stay. 

OBJECTIVE, SCOPE, AND METHODOLOGY 

Objective 

Our objective was to determine whether Medicare Part D paid Community for drugs for MA 
beneficiaries during SNF stays that should have been a covered service under MA in 2008 . 

Scope 

Our review covered all drugs paid by CMS for Medicare Part D beneficiaries while they were in 
SNF stays. We reviewed approximately $5.1 million of CY 2008 gross drug costs related to 
Community's 930 institutionalized beneficiaries in Medicare Part D, contract H3655, Plan 13. 
Of these 930 beneficiaries, 192 had SNF stays in 2008 and 25 had 244 PDEs during their stay. 

I eMS's Updated Instructions: Requirements/or Submitting Prescription Drug Event Data, April 27, 2006, section 
7.2.3, defines gross drug costs as the sum of the following six PDE payment fields: covered plan paid amount, non
covered plan paid amount, patient pay amount, low income cost-sharing payment, other true out-of-pocket costs, and 
patient liability reduction due to other payer amount. 
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We performed our fieldwork from July 2010 through November 2010. 

Methodology 

To accomplish our objective, we: 

	 reviewed applicable Federal laws, regulations, and guidance regarding payments to MA 
organizations; 

	 interviewed MA organization officials to obtain an understanding of the organization’s 
MA and Part D reimbursement system; 

	 identified 930 Medicare institutional beneficiaries in Plan 13 under contract H3655 in CY 
2008; 

	 identified 192 of the 930 institutionalized beneficiaries as having had a SNF stay in CY 
2008; 

	 compared SNF claims with PDEs for these 192 beneficiaries for possible duplicate 
payments; and 

	 identified and quantified gross drug costs for all duplicative PDE payments. 

We conducted this performance 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 objective. We believe that the evidence obtained provides a reasonable basis 
for our findings and conclusions based on our audit objective. 

FINDING AND RECOMMENDATIONS 

The Medicare Part D program inappropriately paid Community for duplicate gross drug costs for 
MA beneficiaries during SNF stays that should have been covered under Part C in 2008.  

FEDERAL REQUIREMENTS 

Pursuant to the Social Security Act, § 1860D-2(e)(2)(B), implementing regulations at 42 CFR § 
423.100, and Chapter 6, section 20.2.1 of the Prescription Drug Benefit Manual, Part D excludes 
drugs normally covered under traditional Medicare fee-for-service.  This includes drugs for 
beneficiaries in SNFs or in the case of a MA-PD, drugs already covered by the MA 
organization’s plan benefits. 

DUPLICATE GROSS DRUG COSTS 

Of the 930 institutionalized beneficiaries in Community’s Contract H3655, Plan 13, 192 received 
Medicare SNF services during calendar year 2008.  Of these 192 beneficiaries, 244 PDEs were 
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submitted by Community for 25 beneficiaries during their SNF stay.  As a result, $22,729 in Part 
D gross drug costs were incurred which had an overpayment effect of $13,346 to the Federal 
Government.  Within the gross drug cost amount, patients paid $1,694 in co-payments that 
should have been paid by Community had Medicare Part D not been inappropriately billed for 
these drug costs. 

CAUSE OF INCORRECT PAYMENTS 

Community attributed the incorrect payment amounts to limited guidance from CMS and a lack 
of knowledge of the beneficiary’s status by pharmacies providing the drugs to the nursing 
facilities’ resident population. Community stated that in correlating payments, it relies on SNFs 
to properly inform the pharmacies regarding the current beneficiary status.  Additionally, without 
access to the necessary information to make this determination, Community did not want to 
improperly deny prescription drug transactions and interrupt members’ access to necessary 
drugs. 

RECOMMENDATIONS 

We recommend that Community: 

	 refund to the Federal Government the $13,346 identified in overpayments, and 

	 work with CMS to remove the identified duplicative 244 PDE records with Part D gross 
drug costs totaling $22,729 from the Integrated Data Repository.  

AUDITEE COMMENTS  

In written comments on our draft report, Community disagreed with the dollar amount and the 
calculation of the overpayment.  Community stated that our overpayment calculation was based 
on 100 percent of the amount covered by its Part D plan when CMS only pays plans 80 percent 
of the amount of claims incurred in the catastrophic level.  Community provided calculation 
details and a schedule to show how it arrived at its computation of the overpayment amounts 
related to catastrophic claims, Low-Income Cost-Sharing (LICS) Subsidy amounts and 
beneficiary cost-sharing amounts.  Community agreed to reimburse CMS for the incorrect 
duplicate overpayments when the report is finalized and based on its calculation, believed the 
overpayment amount to be $13,346 of the $22,729 in gross drug costs.  Community’s comments 
are included in their entirety in the Appendix. 

OFFICE OF INSPECTOR GENERAL RESPONSE 

While Community’s assessment may be accurate as it relates to how CMS pays plans for drug 
claims incurred in the catastrophic level in Part D, our identified PDEs relate to instances where 
drugs were dispensed for MA beneficiaries while in a covered SNF stay.  As such, these 
instances should not be counted as Part D PDEs.  Instead, CMS has already made monthly 
capitated payments to Community to provide health care services to Medicare enrollees, including 
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all medically necessary services that are allowable in the traditional Medicare fee-for-service 
program including drugs during a covered SNF stay.  

While we agree with Community’s overpayment computation of $13,346 relative to catastrophic 
claims, LICS, and beneficiary cost-sharing amounts, the incorrect incurrence of the remaining 
$9,383 as a Part D PDEs also has an impact on CMS’s year-end reconciliation process for 
determining risk-sharing amounts such as the risk corridor payments as well as future 
Community Part D bids. The incorrect incurrence of these PDEs as Part D expenditures has the 
effect of incorrectly overstating Community’s actual allowable costs used for computing the final 
risk corridor reconciliation that may translate into additional payments to Community as well as 
incorrectly overstating Community’s historical actual allowable costs used for future Part D bids. 

Community’s submission of PDEs totaling $22,729 in gross drug costs had an overpayment 
effect of $13,346. Based on Community written comments to our report, we revised our finding 
to clarify the payment and reconciliation effects the submission of the 244 PDEs had on the 
Medicare Part D program and added a second recommendation to remove the duplicated PDE 
records from the Integrated Data Repository. 

5 




 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
  

APPENDIX 




Page 1 of3 

APPENDIX: AUDITEE COMMENTS 
 

\,,TELLPOINT. 
E~'t.St-~ 
1lPCmrmlim..~ Stmi..:£Bu.~'O: 
4141~~;>:r~R:Md. 
MZ,,.,. OE 451;'4>,) 
(:513) 3.3&-2:141 
~&pr4 ~jl'M;g]@uritWy..:~ztfm 

$heri f1.w.1ler 
Regitln:,al Iru,llecior, Region V 
US Department ofHealth and Ht1ffiIDl Service·s 
Office:or tor General Office ofAudit Servkes 
233 NQrth higan, Suite i360 
Chicago, IL 60001 

Re: 	 Draft Report Number A-05-11-001}41 e.ruitled. Medicare Part D M ..de Smne hKorrect Paj'mem:s 
to Community Iru.;urmr..e fu.c. 11)r Iru.;titntional Beneficiaries in 21)1)8 

Dear Ms. Fulcher: 

WcllPc.mt fum reviewed me draft AudiiReport from me US. D~t ofHetilth and Bromm 
Services, Office offuspecror General (DIG) entitled MfJ.aicm¥: Pari D },.{ad€ Some Incorrect Peyments 
to CO'nllmmiiy insHrance Inc. for lnsfftuti(mal B€1zejiciaries il, 2()()8. j.'llellPoID.t appreciates the 
opportunity to COml1l"'..nt an the Fmdings and RecmIlmendatiooin the draft j!'.cudit Report. As detailed 
below, WeUPomt believes that the DIG oven;tated·the If.m.ooni: of mcorrect pa}11lootE pl'jd by the 
Centers fhr Medicoo;e 8; :M.edicmd Senices relj'llests mat the OIG revise the 
draft Audit Report to correct this hef:ore fu:tali:ring this report. 

In additi0TI, WellPoill.t notes that both the E:~ecntive md the draft Audit Report CQntarn 
coniidemi-ai information regarding the <mt::mnt ofc~.qtatedpaj11l>f.'Jfs paid byCMS to Cmllmunity 
Iru.;lmmc.e Inc. in 2008. \~r.!illecertam. sumnwy paym-em Informatioo. is publicly disclored by (''},.fS 
pt~muant to 42 C.F.R. SecnonE and 423j05{o), c-oniract c-apitl:ted 
payment mimmation i.s not publicly 2vailahl",. Ac.rordID.gJy~ WellPomt requests that llii$ ronfidentitil 
finmcial infm:matioll he red;a.cted from thi~ repwt as tills information is nOl a m..'ltier ofpublic :record. 

Fmdillg 
The om asserts that the Medic.<lI€ Pa.rt D program ID;.lwmpriately paid COmilllmity $22,729 for 
dtlplicate groSil drug costs fhr Iviedi;;are Advm t<1ge bP..nenciru:ies mrri..ng skilled lllming facility (SNF) 
staj'S that mould have been cmr;eredunder 1\c1edicare .A.dvamage ill 200l5. Spa'ifically, the OiG found 
that ofthe 930 mstirution:alized bene:ficimes in Commlmity'S Medicare Advmtage Comact ID6SS, 
Pian. 13, 192 received MediiCil!!e SNF· senoices dm:illg calend:rr year 2(1.ij}iiL Of these 192 t.ene:fici.:uies, 
Medieare Pm D paid claims 011 244 PDEs for 25 beneficiaries dating their SNF stays, 'which the OIG 
determined resulted in ;m ove:r>Jlaym>enf of$22,729 in groosdrllg costs, $1,694 ofwbich W1!S pmd by 
:Medicare b>en-eficimes in cost sharing. 

http:WcllPc.mt
http:by(''},.fS
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~ 
VvELL P OI N T 

Edward L. Stubb"s 
VP Compliance, Senior Business 
4241 Irwin Simpson Road 
Mason. OH 45040 
(5 13) 336-2541 
E(h"Vard.Stubber~!a;WeliPoint.com 

Response 
While WeliPoint agrees thai there was an overpayment, WeIlPoint disagrees with the OIG's 
calculation. 111e OIG's calculation of $22,729.32 was based on 100% of the amount covered by the 
Part D plan. However, Cl\1S only pays plans for 80% of the amount of claims incurred in the 
catastrophic level. See 42 C.F.R. Section 423.329(c). Please see calculation details below, and on page 
3 of this response: 

• 	 $8,418.37 due toG/...iS related to the 80% of plan insured amount for catastrophic claims (80% 
of $10,522.96 which is the amount paid to the Part D plan above the out-of-pocket threshold). 

• 	 $3,233.76 due to CMS is for Low-Income Cost-Sharing Subsidy (LICS) amOlmts paid to the 
plan byCMS. 

• 	 $1,694.05 refundable to 25 beneficiaries for amount paid to the phannacies at point of sale. 

Based on the calculations above, WellPoint agrees to an overpayment amount of$13,346.18. 
\VellPoint concurs with the ()lG' s reconul1endation to reimburse CMS for the incorrect payments, 
and, upon finalization ofthe OIG's Audit Report, will make aITangements with eMS to refund 
incon'ectly paid LICS and reinsurance amounts. In addition, WellPoint has taken the appropriate steps 
to reimburse members overpaid cost sharing. 

WellPoint notes that CMS acknowledged the difficulty Part D plans can have in distinguishing Part A 
versus Patt D coverage for prescription dmg claims for enrollees resid.ing in long-tenn care fac ilities. 
See Reminder on Long-Term Care Pharmacy Contracting, from Cynthia G. Tudor, Ph.D., Director, 
Medicare Dmg Benefit and C&D Data Group, dated November 25, 2008. Accordingly, in 2009, n"lS 
began sending Part D plans Long-Tenn Inst itutionalized Resident Reports twice annually. \VellPoint 
believes that these additional measures should mitigate the risk of recuning overpayments. 

We tmst that the information provided includes the detail requested. If you have any questions 
regarding this communication, please contact mc at 513-336-2541 or via email at 
edward.stubbers@wellpoint. com. 'D1ank you in advance for your prompt attention and response to this 
matter. 

Sincerely, 

Edward L. Stubbers 

Edward L. Stubbers, Esq. 
 
Vice President ofCompliance, Senior Business 
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H3655 OIG POE Recalcul atioo Summary 

8,418.37 

1,694.05 

3,233.76 

by the plan; this is a 
financial risk paid by the plan 

is covered under a standard Part 
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