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        Re: Report 2007-F-42 
 
Dear Mr. Matteo:                     
 
 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 followed up on the actions 
taken by officials of United HealthCare (United) to implement the recommendations contained in 
our audit report, United HealthCare: Duplicate Payments for Evaluation and Management 
Procedures (Report 2005-S-59). 
 
Background, Scope and Objectives 
 
 The New York State Health Insurance Program (Program) provides health insurance 
coverage to active and retired State, participating local government and school district employees 
and their dependents.  The Empire Plan is the primary health benefits plan for the Program.  The 
New York State Department of Civil Service (Department) contracts with United HealthCare 
(United) to process and pay medical claims for services provided to Empire Plan members. 
 
 In late September 2003, United installed new computer software to improve payment 
accuracy in the payment processing system.  Approximately three weeks after the installation of the 
new software, United officials realized the new software was causing certain charges to be 
duplicated.  Although United officials were aware of the problem, they allowed the claims 
processing system to make duplicate payments until March 2004.  United officials failed to inform 
the Department of the duplicate payments.  United also failed to pursue recovery and quantify the 
amount of the duplicate payments. 
 

Our initial audit report, which was issued on March 8, 2006, examined potentially duplicate 
evaluation and management payments processed by United during the period October 2003 through 
March 2004.  Our objective was to determine if United’s system for processing evaluation and 
management payments prevented improper duplicate payments and if not, how many duplicate 
payments occurred and what was the cause of the duplicate payments.  We found that for the six-
month period, October 2003 through March 2004, United paid some evaluation and management 
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services more than once, amounting to an overpayment of at least $334,000.  For the six-month audit 
period, we identified 6,808 potentially duplicate evaluation and maintenance charges processed by 
United. We selected a random sample of 224 charges and reviewed them with United officials.  Our 
audit found that 119 of the 224 were inappropriate duplicate payments.  We evaluated the results 
using statistical methods and estimated, with 95 percent confidence, that United overpaid at least 
$334,000.  We ultimately concluded that changes in United’s claims processing system caused some 
evaluation and management charges to be duplicated.  Also United’s claims processing employees 
incorrectly bypassed computer edits designed to detect and prevent duplicate payments.  
Additionally, we concluded that other charges were incorrectly paid because of existing flaws in 
United’s computer controls. 
 

The objective of our follow-up, which was conducted in accordance with generally accepted 
government auditing standards, was to assess the extent of implementation of the four 
recommendations included in our initial report. 
 
Summary Conclusions and Status of Audit Recommendations 
 
 We found United has made progress in addressing the weaknesses identified.  However, 
additional improvements are needed. Of the four prior audit recommendations, we found United has 
fully implemented two recommendations and partially implemented two recommendations. 
 
Follow-up Observations 
 

Recommendation 1 
 
Identify and recover to the State overpayments to health care providers for evaluation and 
management procedures. 
 
Status - Implemented 
 
Agency Action - After reviewing the population of questionable claims, United identified $378,943 

in overpayments, and has recovered approximately $333,178.  United continues to recover 
overpayments through provider and member payments and reduction of benefits. 

 
Recommendation 2 

 
Correct the duplicate checking software controls to prevent payment of inappropriate duplicate 
charges on the same claim. 
 
Status - Partially Implemented 
 
Agency Action - According to United officials, the duplicate checking computer edits, which 

recognize and disallow services billed beyond the maximum values assigned for each 
procedure performed on different claims, was not working properly at the time of our 
original audit.  United officials stated that this system logic has been corrected.  However, 
there are still no controls to ensure duplicate procedures billed on the same claim are not 
paid. 
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Recommendation 3 
 
Implement controls to review and monitor employees’ action to bypass software. 
 
Status - Partially Implemented 
 
Agency Action - United officials stated they have procedures to reduce manual processing errors by 

claims processing staff.  United identifies processing errors through regular quality assurance 
checks, for newer staff.  Errors are reviewed and discussed with the employees who 
manually process claims. According to United officials, their training curriculum addresses 
appropriate review and handling of duplicate claim submissions.  However, United has not 
implemented any additional controls to monitor other employees’ actions as a result of our 
audit. 

 
Recommendation 4 

 
Report all issues affecting the Empire Plan to the Department in a timely manner. 
 
Status - Implemented 
 
Agency Action - United has developed a report for recovered claims.  This report is sent monthly to 

the Department and Office of the State Comptroller officials notifying them of all claim 
overpayments recovered during the period.  As issues arise, there is ongoing communication 
between United and the Department. 

 
 Major contributors to the report were David Fleming, Laura Brown, and Jacqueline Keeys-
Holston. 
 
 We would appreciate your response to this report within 30 days, indicating any action 
planned to address the unresolved issues discussed in this report.  We also thank the management 
and staff of United HealthCare for the courtesies and cooperation extended to our auditors during 
this process. 
 
       Very truly yours, 
 
 
 
       Kenneth I. Shulman 
       Audit Manager 
 
 
cc:  Mr. Carl Mattson, United HealthCare 
 Mr. Robert Dubois, Department of Civil Service 
 Ms. Lisa Ng, Division of the Budget 


