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I n the current active compliance environment, no healthcare entities are exempt. This
includes HMOs (healthplans) as well as other managed care organizations (MCOs).
In a recent speech by Jim Sheehan, Chief of the Civil Division at the U.S. Attorney’s
offlice  for the Eastern District of Pennsylvania, it was made absolutely clear that

managed care is definitely a key target for future compliance efforts.
In general, the focus is on the financial incentives of HMOs to limit care and to delay

claims payments. Both of these issues, and others, are reflected in the current compliance
activity as well as the Office of Inspector General’s (OIGs) 1999 Work Plan. There are
also indications that these and other issues could extend not just to Medicare’s Managed
Care Plan, but to Medicaid and commercial plans as well.

There has already been very significant action taken by the OIG in regard to healthplans.
One of the primary examples of this is the recent corporate integrity agreement imposed
by HCFA and the OIG for the next five years on Blue Cross and Blue Shield of Massachu-
setts. This case involves false statements that were made to HCFA.

The agreement between these parties requires the establishment of a formal compli-
ance program with a designated compliance officer and compliance committee. In addi-
tion, written policies and procedures as well as a Code of Business Ethics and Conduct are
required. The areas to be addressed include marketing, disenrollment, provider contract-
ing, provider relations, member services, grievances, appeals, claims payments, benefits
provision, reimbursement, quality of care, as well as any other areas which the OIG or
HCFA identifies. A hotline and a training program for all employees will also be required,
and the healthplan must notify outside parties it contracts with of the new focus on com-
pliance.

Of course, for internal auditors, this all sounds very familiar. Look for model OIG
compliance plans for managed care organizations to be in place within the next 12 months.

A quick look at the OIG  work Plan for fiscal 1999 gives further insight into the upcom-
ing assault on healthplans. There are several specific areas which will receive attention.

One key area will be a review of the propriety of healthplan general and administrative
costs. This initiative could have substantial long-term financial impact on healthplans. A
second area to be reviewed is physician incentive plans in managed care contracts. This
will address compliance with the 1996 HCFA rule that managed care plans must disclose
any arrangements that financially reward or penalize physicians based on utilization lev-
els. This review will also include a review of other clauses in these contracts that may
affect the quality of care provided.

A third very significant area will be a review by the OIG of services provided to ben-
eficiaries after they are disenrolled from a managed care plan. This project will focus on
services provided to beneficiaries after they are disenrolled as an indicator of whether or
not all needed services were provided by the risk plan. In this scenario, the plans quality
assurance programs will be carefully reviewed as well as the existence of any physician
incentive programs to ensure that there are no inducements to withhold, limit or reduce
services.

This is just a sample ofwhat is in store for healthplans. Furthermore, these compliance
tentacles will likely be extended to Medicaid and commercial risk as well. For all internal
auditors who work for a healthplan or have healthplan under your audit universe, there is
a whole new world out there of issues with which to deal. These only represent the tip of
the iceberg.
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