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January 20, 2011
Report Number: A-06-10-00024

Ms. Melissa Halstead Rhoades

Area Director & Medicare Chief Financia Officer
TrailBlazer Health Enterprises, LLC

8330 LBJ Freeway, 11th Floor

Ddlas, TX 75243

Dear Ms. Rhoades;

Enclosed isthe U.S. Department of Health & Human Services (HHS), Office of Inspector
Genera (OIG), final report entitled Review of High-Dollar Payments for Medicare Outpatient
Claims Processed by TrailBlazer Health Enterprises, LLC, for the Period January 1, 2007,
Through December 31, 2008. We will forward a copy of this report to the HHS action official
noted on the following page for review and any action deemed necessary.

The HHS action official will make final determination as to actions taken on all matters reported.
We request that you respond to this official within 30 days from the date of thisletter. Your
response should present any comments or additional information that you believe may have a
bearing on the final determination.

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. Accordingly, this report will be posted at
http://oig.hhs.gov.

If you have any questions or comments about this report, please do not hesitate to call me, or
contact Michelle Richards, Audit Manager, at (214) 767-9202 or through email at
michelle.richards@oig.hhs.gov. Please refer to report number A-06-10-00024 in all
correspondence.

Sincerely,

/Patricia Whedler/
Regional Inspector Genera
for Audit Services

Enclosure
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Consortium Administrator

Consortium for Financial Management & Fee for Service Operations
Centersfor Medicare & Medicaid Services

601 East 12" Street, Room 235

Kansas City, MO 64106

ROkcmORA @cms.hhs.gov
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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 & 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, Ol utilizes its resources by actively coordinating with the Department
of Justice and other Federal, State, and local law enforcement authorities. The investigative efforts of Ol
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.




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
guestionable, 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.
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EXECUTIVE SUMMARY
BACKGROUND

Pursuant to Title XV1I1 of the Socia Security Act, the Medicare program provides health
insurance for people age 65 and over and those who are disabled or have permanent kidney
disease. The Centersfor Medicare & Medicaid Services (CMS), which administers the program,
contracts with Medicare contractors to process and pay Medicare Part B claims submitted by
hospital outpatient departments. The Medicare contractors use the Fiscal Intermediary Standard
System and CMS's Common Working File to process claims. The Common Working File can
detect certain improper payments during prepayment validation.

M edicare guidance requires providers to bill accurately and to report units of service asthe
number of times that the service or procedure was performed.

TrailBlazer Health Enterprises, LLC (TrailBlazer), is aMedicare contractor serving more than
3,000 Medicare providers in Colorado, New Mexico, Oklahoma, and Texas. For calendar years
(CY) 2007 and 2008, TrailBlazer processed approximately 18.7 million outpatient claims, 17 of
which resulted in payments of $50,000 or more (high-dollar payments).

Beginning January 3, 2006, CM S required Medicare contractors to implement a Fiscal
Intermediary Standard System edit to suspend potentially excessive Medicare payments for
prepayment review. The edit suspends high-dollar outpatient claims and requires Medicare
contractors to determine the legitimacy of the claims.

OBJECTIVE

Our objective was to determine whether the high-dollar Medicare payments that Trail Blazer
made to providers for outpatient services were appropriate.

SUMMARY OF FINDINGS

Of the 17 high-dollar claims that TrailBlazer made to providers for outpatient services, 8 were
adjusted bel ow $50,000 prior to our review. Of the remaining nine claims, three were
appropriate. However, TrailBlazer overpaid providers atotal of $311,109 for the remaining six
claims. Contrary to Federa guidance, providersinappropriately overstated the units of service,
billed the wrong Healthcare Common Procedure Coding System code for the service rendered, or
billed for services that were not rendered. In addition, TrailBlazer’s process for determining the
accuracy of claims suspended by the high-dollar edit was not adequate because TrailBlazer relied
on the providers to make the determination.

RECOMMENDATIONS
We recommend that TrailBlazer:

e ensurethat the $311,109 was refunded and



e usetheresults of thisaudit in its provider education activities.
TRAILBLAZER COMMENTS

In response to our draft report, Trail Blazer agreed with the findings and recommendations.
TrailBlazer reported that the entire $311,109 had been recovered and provided evidence that it
had used audit resultsin its ongoing provider education activities. TrailBlazer’s comments are
included in their entirety as the Appendix.
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INTRODUCTION
BACKGROUND

Pursuant to Title XV1I1 of the Socia Security Act, the Medicare program provides health
insurance for people age 65 and over and those who are disabled or have permanent kidney
disease. The Centersfor Medicare & Medicaid Services (CMS) administers the program.

Medicare Contractors

CMS contracts with Medicare contractors to, among other things, process and pay Medicare Part
B claims submitted by hospital outpatient departments.> The Medicare contractors
responsibilities include determining reimbursement amounts, conducting reviews and audits, and
safeguarding against fraud and abuse. Federal guidance requires Medicare contractors to
maintain adequate internal controls over automatic data processing systems to prevent increased
program costs and erroneous or delayed payments.

To process providers' outpatient claims, the intermediaries use the Fiscal Intermediary Standard
System and CMS's Common Working File. The Common Working File can detect certain
improper payments when processing claims for prepayment validation.

In calendar years (CY) 2007 and 2008, Medicare contractors processed and paid more than 282
million outpatient claims, 617 of which resulted in payments of $50,000 or more (high-dollar
payments). We consider such claimsto be at high risk for overpayment.

Claimsfor Outpatient Services

Providers generate the claims for outpatient services provided to Medicare beneficiaries.
Medicare guidance requires providers to bill accurately and to report units of service asthe
number of times that the service or procedure was performed.

Medicare contractors use a Fiscal Intermediary Standard System edit to suspend potentially
excessive Medicare payments for prepayment review. The edit suspends high-dollar outpatient
claims and requires intermediaries to determine the legitimacy of the clams.

TrailBlazer Health Enterprises, LLC

TrailBlazer Health Enterprises, LLC (TrailBlazer), is aMedicare contractor serving more than
3,000 Medicare providersin Colorado, New Mexico, Oklahoma, and Texas. For CY's 2007 and
2008, TrailBlazer processed approximately 18.7 million outpatient claims, 17 of which resulted
in high-dollar payments.

! Section 911 of the Medicare Prescription Drug, |mprovement, and Modernization Act of 2003,

P.L. No. 108-173, required CM S to transfer the functions of fiscal intermediaries and carriers to Medicare
administrative contractors (MAC) between October 2005 and October 2011. Mosgt, but not all, of the MACs are
fully operational; for jurisdictions where the MACs are not fully operational, the fiscal intermediaries and carriers
continue to process claims. For purposes of this report, the term “Medicare contractor” means the fiscal
intermediary, carrier, or MAC, whichever is applicable.



OBJECTIVE, SCOPE, AND METHODOLOGY
Objective

Our objective was to determine whether the high-dollar Medicare payments that Trail Blazer
made to providers for outpatient services were appropriate.

Scope

We reviewed 17 high-dollar payments for outpatient claims that TrailBlazer processed during
CYs 2007 and 2008. Although theinitia claim count was 26, we removed 9 claims from the
review: 5 claims because they included outlier payments (additional payments that are made due
to unusually high-cost services) and 4 claims because the providers were either a critical access
hospital or a cancer center. These provider types have different payment rules that are based on
the provider’s cost.

We limited our review of TrailBlazer’ sinternal controls to those applicable to 9 of the 17
payments (the other 8 payments were adjusted bel ow $50,000 prior to our review) because our
objective did not require an understanding of all interna controls over the submission and
processing of claims. Our review allowed us to establish a reasonable assurance of the
authenticity and accuracy of the data in the nine claims obtained from the National Claims
History file, but we did not assess the completeness of thefile.

We conducted our audit work from November 2009 through September 2010.
M ethodology

To accomplish our objective, we:

reviewed applicable Medicare laws and regulations;

e used CMS s Nationa Claims History file to identify Medicare outpatient claims with
high-dollar payments;

e reviewed available Common Working File claim histories for claims with high-dollar
payments to determine whether the claims had been canceled and superseded by revised
claims or whether the payments remained outstanding at the time of our audit;

¢ reviewed the claims to determine whether the claim payment included an outlier or if the
provider was paid under different payment rules,

e contacted the providers that received the high-dollar payments to determine whether the
information on the claims was correct and, if not, why the claims were incorrect and
whether the providers agreed that refunds were appropriate; and

e coordinated our review with Trail Blazer.



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 areasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained provides areasonable basis
for our findings and conclusions based on our audit objective.

FINDINGSAND RECOMMENDATIONS

Of the nine claims that we reviewed, three were appropriate. However, TrailBlazer overpaid
providers atotal of $311,109 for the remaining six claims. Contrary to Federal guidance,
providers inappropriately overstated the units of service, billed the wrong Healthcare Common
Procedure Coding System (HCPCS) code for the service rendered, or billed for services that
were not rendered. In addition, TrailBlazer’s process for determining the accuracy of claims
suspended by the high-dollar edit was not adequate because Trail Blazer relied on the provider to
make the determination.

FEDERAL REQUIREMENTS

Section 9343(g) of the Omnibus Budget Reconciliation Act of 1986, P.L. No. 99-509, requires
hospitals to report claims for outpatient services using coding from the HCPCS. CMS's
Medicare Claims Processing Manual, Publication No. 100-04, chapter 4, section 20.4, states that
the number of service units“isthe number of times the service or procedure being reported was
performed.” In addition, chapter 1, section 80.3.2.2, of the manual states: “To be processed
correctly and promptly, abill must be completed accurately.”

Section 3700 of the Medicare Intermediary Manual requires the Medicare contractor to maintain
adequate internal controls over Medicare automatic data processing systems to preclude
increased program costs and erroneous and/or delayed payments.

Beginning January 3, 2006, CM S required Medicare contractors to implement a Fiscal
Intermediary Standard System edit to suspend potentially excessive Medicare payments for
prepayment review. This edit suspends high-dollar outpatient claims and requires Medicare
contractors to determine the legitimacy of the claims.

INAPPROPRIATE HIGH-DOLLAR PAYMENTS

Of the nine high-dollar paymentsidentified, Trail Blazer made six incorrect payments to
providers.

e For three of the incorrect payments, providers claimed incorrect numbers of units of
service.

e For oneincorrect payment, the provider claimed an incorrect number of units of service
and used incorrect HCPCS coding.

e For oneincorrect payment, the provider used incorrect HCPCS coding.
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e For oneincorrect payment, the provider claimed services that were not rendered.
Claims Submitted With Incorrect Numbers of Units of Service

e For 1 claim, the provider billed 1,300 units of Avastin (HCPCS code J9035), a drug used
for chemotherapy, for each of 2 dates of service. The provider should have billed 100
units for each of the dates of service, which was the number of units provided. It also
billed 99 units of Taxol (HCPCS code J9265), a chemotherapy drug, for 2 dates of
service and 71 unitsfor 1 date of service. The provider should have billed six units for
each of the dates of service, which was the number of units provided. TrailBlazer paid
the provider $150,674 when it should have paid $10,935, an overpayment of $139,739.

e For 1 claim, the provider billed 64 units of Docetaxel (HCPCS code J9170), adrug used
for chemotherapy, for each of 3 dates of service. The provider should have billed eight
units for each of the dates of service, which was the number of units provided. It also
billed 88 units of Trastuzumab (HCPCS code J9355), a blood clotting drug, for 3 dates of
service. The provider should have billed 76 units for 1 date of service and 57 units for
each of the other 2 dates of service, which was the number of units provided. TrailBlazer
paid the provider $72,754 when it should have paid $16,928, an overpayment of $55,826.

e For one claim, the provider billed two units of procedure code 33249, which isthe
insertion of acomplete cardioverter-defibrillator system with leads, and procedure code
33225, which isthe insertion of aleft ventricular pacing lead during the insertion of a
pacing cardioverter-defibrillator. The provider should have billed for one unit each of the
two codes. TrailBlazer paid the provider $51,831 when it should have paid $32,038, an
overpayment of $19,793.

Claim Submitted With Incorrect Number of Unitsof Service and Incorrect Coding

e For one claim, the provider inappropriately billed 202 units of Filigrastim, 400mcg
(HCPCS code J1441), and inappropriately included other drugs administered to the
beneficiary under the same HCPCS code. The provider should have billed 8 units of
Filigrastim, 400mcg (HCPCS code J1441); 5 units of Filigrastim, 300mcg (HCPCS code
J1440); 2 units of Neupogen (HCPCS code J0885); 9 units of Caspofungin Acetate
(HCPCS code J0637); and 36 units of Zofran (HCPCS code J2405). TrailBlazer paid the
provider $65,587 when it should have paid $8,525, an overpayment of $57,062.

Claim Submitted With Incorrect Code

e For one claim, the provider made two coding errors. It billed procedure code GO300 but
should have billed procedure code G0298, which is the insertion of adual chamber
pacing cardioverter defibrillator pulse generator, and device code C1882 for one date of
service. The device did not work properly and was replaced on a subsequent date of
service. Although the provider correctly billed G0298 and C1882 on the subsequent date
of service, it did not append the FB modifier, which indicates that the item was provided



without cost to the provider and not payable by Medicare, asrequired. TrailBlazer paid
the provider $50,924 when it should have paid $30,784, an overpayment of $20,140.

Claim Submitted for Services That Were Not Rendered

e For one claim, the provider billed similar services for multiple dates of services on one
clam. However, for one of the dates of service, the patient did not receive the services
clamed. The provider inappropriately billed 1 unit each of intravenous infusion, initial
hour (HCPCS code 90765), and intravenous infusion, additional hours (HCPCS code
90766), and 5,000 units of Cerezyme (HCPCS code J1785) for the date on which services
were not received. TrailBlazer paid the provider $74,194 when it should have paid
$55,645, an overpayment of $18,549.

CAUSESOF OVERPAYMENTS

The providers that gave areason for the incorrect claims attributed the errors to insufficient
internal controls or software edit programs that did not detect and prevent incorrect billing of
services rendered.

Additionally, TrailBlazer’s process for determining the legitimacy of the claims that were
suspended by the high-dollar edit was not adequate because Trail Blazer relied on providersto
make the determination. When a claim was suspended, TrailBlazer contacted the provider and
required it to verify the number of units billed on the claim. If the provider determined that the
number of unitswas correct, TrailBlazer instructed the provider to indicate thisin the remarks
section of the claim and to resubmit it. To determine the legitimacy of the claim, TrailBlazer
reviewed only the claim’s remarks section, which stated that the provider had reviewed the claim
and that the claim was correct. TrailBlazer did not request any medical records from the
providers. Although TrailBlazer implemented the prepayment edit, neither its system for
determining the legitimacy of claims nor the Common Working File had sufficient editsin place
in CY's 2007 and 2008 to detect billing errorsrelated to units and HCPCS codes. Instead,
TrailBlazer relied on providersto notify it of incorrect payments and on beneficiariesto review
their “Explanation of Medicare Benefits’ and disclose any inappropriate payments.*

RECOMMENDATIONS
We recommend that TrailBlazer:
e ensurethat the $311,109 was refunded and

e usetheresults of thisaudit in its provider education activities.

! The Medicare contractor sends an “Explanation of Medicare Benefits’ notice to the beneficiary after the provider
filesaclaim for Part B service(s). The notice explains the service(s) billed, the approved amount, the Medicare
payment, and the amount due from the beneficiary.



TRAILBLAZER COMMENTS

In response to our draft report, Trail Blazer agreed with the findings and recommendations.
TrailBlazer reported that the entire $311,109 had been recovered and provided evidence that it
had used audit resultsin its ongoing provider education activities. TrailBlazer’s comments are
included in their entirety as the Appendix.
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C'MJ MEDICARE

LRVTER for RENCAFE & AENDND SETRCES

December 20, 2010

Patnicia Wheeler

Regional Inspector General for Aundit Services
Office of Audit Services, Region IV

1100 Commerce Street, Eoom 632

Dallas, TX 75242

Report Number: A-06-10-00024
Dear Ms. Wheeler:

We received the November 19, 2010, draft report entitled “Review of High-Dollar Payments for
Medicare Outpatient Claims Processed by TrailBlazer Health Enterprises, LLC, for the Period
January 1, 2007, Through December 31, 2008." In the draft report. the OIG recommended that
TrailBlazer:

= Ensure that the $311,109 was refunded; and

= Use the results of this andit n our provider education activities.

Please consider the following responses to these recommendations for inclusion in the final
report:

Recovery of Overpayments: The overpayments totaling $311,109 were recovered by
TrailBlazer between December 10, 2009, and August 30, 2010. The recovery was made wia
the providers’ remittance advice. A detail listing of the recoveries is available upon request.

Provider Education Activities: In response to OIG amdit A-06-08-00066, 1ssued on
November 30, 2009, entitled “Feview of High-Dollar Payments for Medicare Outpatient
Claims Processed by TrailBlazer Health Enterprises for the Period Jamuary 1 through
December 31, 20067, TrailBlazer published an article on our Web site regarding the results
of the high-dollar payment audits. The Web article can be found at the following link:
http:/‘www trailblazerhealth comToolsNotices. aspx TDomainlD=1£D=13410.

TrailBlazer Health Enterprises, LLC

Evecuthre Canter lll » B330 LEJ Fresway + Dalas, TX T5243-1213
A Medicare Administrative Contractor EELCLLARTELE
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Patncia Wheeler
December 20, 2010
Page 2 of 2

Additionally, TrailBlazer incorporated the results of the November 2009 OIG audit in several
of our on-line references for providers:
'DPPS manmal begu:u:ung on page 2'?

Documentation Tips page ncludes a section for drogs and biologicals:
hitp:/fewnw trailblazerhealth com/CER T/Documentation Tips/default aspx "DomanD=1#
Drugs,20and% 0Biologicals

In September 2010, TrailBlazer published an additional notice regarding the billing of drugs
and biologicals. The September 2010 notice can be found using the foll owing link:
hitp:/fwwrw trailblazerhealth com/ToolsMNotices. aspx TDomainlD=1 &ID=13800

In addition to the recommendations noted in the subject andit, TrailBlazer implemented process
changes related to the review and payment of cutpatient claims exceeding $30,000. The process
changes were detailed in our response to OIG audit A-06-08-00066 issued in November 2009.
TrailBlazer believes we have taken all necessary action to address the underlying canse of the
overpayments determined and recoverad as noted above.

If you have any questions regarding our response, please contact me.
Sincerely,
/s/ Melissa Halstead Rhoades

Melissa Halstead Fhoades
Area Director & Medicare CFO

cc:  Temy Bird, Contracting Officer Techmical Rep., CMS Southem MAC Pgm. Mgmt. Division
Gil B Glover, President & Chief Operating Officer, TrailBlazer
Scott J. Manming, Vice President, Financial Management Operations, TrailBlazer
Eevin Bidwell, Vice President & Compliance Officer, TrailBlazer
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