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Re: Report 2001-F-66 
Dear Mr. Wheeler: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the 
State Constitution and Article II, Section 8 of the State Finance Law, we have reviewed the 
actions taken by the officials of United HealthCare Corporation (UHC) as of February 8, 2002, 
to implement the recommendations contained in our audit report, New York State Health 
Insurance Program, Duplicate Inpatient Claim Payments (Report 98-S-14).  Our report, which 
was issued on January 12, 2000, reviewed the effectiveness of UHC’s system for coordinating 
the payment of hospital-related charges with Empire Blue Cross Blue Shield (Empire Blue 
Cross) for the three year period ended December 31, 1997.  
 
Background 
 

The New York State Health Insurance Program (Program) provides coverage for 
hospitalization, surgical services and other medical expenses for over 790,000 active and retired 
State employees and dependents.  The Program also covers over 376,000 active and retired 
employees and dependents of local governmental units and school districts that elect to 
participate.  The Department of Civil Service (Department) contracts with insurance carriers to 
provide all aspects of health insurance coverage, and is responsible for managing and 
administering the Program.  The Empire Plan (Plan) is the Program's primary health benefits 
plan, providing services at a total annual cost exceeding $2.2 billion.  UHC provides the Plan’s 
medical/surgical and major medical coverage.  During the three year period ended December 31, 
2000, UHC paid over 24.7 million claims totaling over $2.2 billion and charged the Plan over 
$265 million in administrative expenses.  Empire Blue Cross provides the Plan’s hospitalization 
coverage.  During the three year period ended December 31, 2000, Empire Blue Cross paid over 
2.1 million claims totaling over $1.7 billion and charged the Plan over $77 million in 
administrative expenses. 
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  Empire Blue Cross contracts with hospitals to provide the Plan’s hospitalization and 
related expense coverage.  Prior to the inception of the Plan, Empire Blue Cross negotiated 
unique contracts (global reimbursement contracts) with all but a few hospitals located in the 
lower 15 counties of New York State.  These contracts differ from Empire Blue Cross’s standard 
hospitalization contracts in that the inpatient reimbursement rates include coverage for certain 
physician services when rendered by radiologists, cardiologists, pathologists and emergency 
medicine physicians.  
 
Summary Conclusions 
 

In our prior audit, we found that United HealthCare officials needed to improve their 
procedures for coordinating the payment of hospital-related charges with Empire Blue Cross.  As 
a result of these procedural weaknesses, we estimated that UHC paid between $3,508,000 and 
$4,045,000 (with a midpoint of $3,776,000) for physician services that were already included in 
Empire Blue Cross’s hospital payments.   
 

In our follow-up review, we found that UHC officials recovered only $124,079 of the 
$3.8 million in overpayments we identified in our prior audit.  With the Department’s 
concurrence, UHC officials focused their cost recovery efforts on claims paid in 1997, and did 
not pursue claims paid in 1995 and 1996.  UHC officials stated that they provided additional 
staff training and initiated other improvements to minimize approver payment errors. For 
example, the officials stated that they confirmed global reimbursement guidelines with Empire 
Blue Cross officials.  However, the officials did not fully implement our recommended 
computerized edits, and they have not requested or received from Empire Blue Cross all 
pertinent inpatient data required to properly process global reimbursement claims. 

 
Summary of Status of Prior Audit Recommendations 
 

Of the four prior audit recommendations, UHC officials have fully implemented two 
recommendations and partially implemented two recommendations. 
 
Follow-up Observations 
 

Recommendation  1 
 
Review the claims in the audit population.  Recover payments made for physician services that 
were already included in the Empire Blue Cross hospital payments and remit these recoveries to 
the Plan. 
 
Status – Partially Implemented  
 
Agency Action – In our prior audit we estimated that UHC paid between $3,508,000 and 

$4,045,000 (with a midpoint of $3,776,000) for physician services that were already 
included in Empire Blue Cross’s hospital payments.  However, UHC recovered only 
$124,079, or 3.3 percent of our midpoint estimate.  During our follow-up review, UHC 
officials informed us that they focused their cost recovery efforts on claims paid during 
1997. However, with Department concurrence, the officials did not pursue cost recovery 
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for claims paid during 1995 and 1996.  The officials stated that the older claims were 
more difficult and costly to recover.  Additionally, the officials expressed concerns over 
jeopardizing provider relationships. 

 
Recommendation  2 

 
Evaluate and improve training procedures related to global reimbursement issues to minimize 
approver payment errors. 
 
Status – Implemented 
 
Agency Action – According to UHC officials, they provided additional training and reference 

material to staff to further ensure the proper payment of global reimbursement claims. 
 

Recommendation  3 
 
Improve procedures for coordinating claims affected by Empire Blue Cross's global 
reimbursement policy.  For example, confirm existing global reimbursement guidelines with 
Empire Blue Cross officials and exchange data with Empire Blue Cross on a timely and routine 
basis. 
 
Status – Implemented 
 
Agency Action – According to UHC officials, they confirmed their global reimbursement 

guidelines with Empire Blue Cross.  Additionally, to ensure that these guidelines are 
current, UHC and Empire Blue Cross officials have agreed to discuss global 
reimbursement issues on a routine basis. 

 
Recommendation  4 

 
Consider additional computerized edits to identify potential payment errors.  For example, 
develop edits to flag claims with certain medical procedures, provider specialty and location 
information.  Additionally, consider matching claims with inpatient data obtained from Empire 
Blue Cross. 
 
Status – Partially Implemented 
 
Agency Action – UHC officials initiated additional computerized edits to help identify potential 

payment errors.  UHC now receives certain inpatient claims data from Empire Blue Cross 
as a basis for these edits.  However, UHC did not request or receive from Empire Blue 
Cross all available inpatient data. Therefore, the UHC claims processing system still does 
not identify all potential payment errors.  (Empire Blue Cross officials informed us that 
UHC is receiving only 35.7 percent of the available inpatient claims data.)  The 
additional data would improve UHC’s ability to accurately process global reimbursement 
claims.   
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Major contributors to this report were Ronald Pisani, Dennis Buckley and Douglas 
Abbott. 
 

We would appreciate your response to this report within 30 days, indicating any actions 
planned or taken to address any unresolved matters discussed in this report.  We also thank the 
management and staff of UHC for the courtesies and cooperation extended to our auditors during 
this review. 
 

Very truly yours, 
 
 

Kevin M. McClune 
Audit Director 

 
cc: George Sinnott, Department of Civil Service 

Deirdre A. Taylor, Division of the Budget 
Donna Pooley, United HealthCare 


