
LEGISLATIVE AUDIT DIVISION 
   
Tori Hunthausen, Legislative Auditor Deputy Legislative Auditors: 
Monica Huyg, Legal Counsel Cindy Jorgenson 
 Angie Grove 
  

 

Room 160 · State Capitol Building · P.O. Box 201705 · Helena, MT · 59620-1705 
Phone (406) 444-3122 · FAX (406) 444-9784 · E-Mail lad@mt.gov 

http://leg.mt.gov/audit 

MEMORANDUM 
 
 
 
TO:    Legislative Audit Committee Members 

FROM:    Lisa Blanford, Performance Audit Manager 

DATE:    February 2011 

CC:  Anna Whiting Sorrell, Director 
  Laurie Lamson, Operations Services Branch Manager 

Marie Matthews, Administrator, Business and Financial Services Division 

RE: Performance Audit Follow up (11SP-05): Reimbursement Office Business 
Practices (orig. 08P-12) 

ATTACHMENT:  Original Performance Audit Summary
 
INTRODUCTION 

In September 2009, we presented our performance audit of Reimbursement Office Business Practices. 
The audit made 12 recommendations to the Department of Public Health and Human Services. In 
November 2010, we began gathering preliminary information from the department on its progress in 
implementing the recommendations. This memo summarizes the results of our follow-up work, in 
addition to presenting background information. 
 
 
 
 
 
 
 
 
 
 
BACKGROUND 

The Department of Public Health and Human Services is responsible for managing resident care at the 
five state-operated facilities including: 

• Montana Chemical Dependency Center, Butte 

• Montana Developmental Center, Boulder 

• Montana Mental Health Nursing Care Center, Lewistown 

• Montana State Hospital, Warm Springs 

• Montana Veterans’ Home, Columbia Falls 

Overview 
Audit recommendations address strengthening business practices and internal controls 
in order to increase the amount of money recovered by the Reimbursement Office. The 
Department of Public Health and Human Services implemented three recommendations 
and continues to work towards implementing the remaining nine recommendations. The 
Legislative Audit Committee may want to request a future status update from the 
department on recommendations that continue to be implemented. 

mailto:lad@mt.gov�
http://leg.mt.gov/audit�


Reimbursement Office Business Practices   February 2011 
Follow-up 11SP-05 

2 

All expenses for housing and treating residents at these facilities are paid for through appropriations to the 
department. The department is then responsible for securing reimbursement for the cost of services 
provided. The department’s Reimbursement Office is located within the Business and Financial Services 
Division and is responsible for securing reimbursement by billing Medicaid, Medicare, private health 
insurance, and residents or persons legally responsible. In fiscal year 2009, the Reimbursement Office 
secured $28.4 million from third-party payers and responsible parties, slightly higher than the previous 
fiscal year.  
 
FOLLOW-UP AUDIT FINDINGS 

In response to the original audit report, the department concurred with all 12 recommendations. As part of 
audit follow-up work, we requested an implementation status update from the department, reviewed 
policy and procedures, and interviewed program staff.  
 
While the department concurred and continues to concur with all recommendations, most 
recommendations are still in the process of being implemented. The department is currently filling two 
vacant full-time positions within the Reimbursement Office and continues to develop written policy and 
procedures. The department plans to have all recommendations implemented by June 30, 2011. The 
implementation status of each recommendation is discussed in the following sections.  
 
Recommendation #1 

We recommend the Department of Public Health and Human Services establish policies and 
procedures for financial investigators, including documentation standards, to ensure consistency 
when investigating and verifying resident information. 
 
Implementation Status – Being Implemented 

The department formalized 25 financial investigator procedures including determining ability to pay and 
continues to develop and revise additional policy and procedures to ensure consistency. In addition, the 
department conducts periodic teleconference meetings with financial investigators to ensure consistent 
procedures and documentation are used. The department also plans to develop and implement a quality 
assurance process to ensure consistency when investigating and verifying resident information. Target 
date for full implementation of this recommendation is March 31, 2011.  
 
Recommendation #2 

We recommend the Department of Public Health and Human Services establish controls to: 

A. Clarify the Reimbursement Office’s responsibility in billing medical services provided by 
outside providers. 

B. Ensure the Reimbursement Office receives all medical service documentation from 
facilities, facilities’ contractors, and outside providers. 

 
Implementation Status—Being Implemented 

Department staff created a tracking tool to assist in outside medical services billing. The tracking tool is 
currently being used by the Reimbursement Office and contains information including, when the outside 
medical service was provided, the billed amount, resources available for billing (Medicaid, private 
insurance, etc.), and which party (Reimbursement Office or the outside provider) is responsible for 
billing.  
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The department established a work group in March 2010 to examine outside medical services provided to 
Montana State Hospital residents and associated billing practices. While the work group has been 
established, it has not met to discuss and develop protocol and timeframes for outside medical services 
billing. Additionally, the department plans to meet with all outside providers to establish a process to 
ensure the Reimbursement Office receives all billing information in a timely manner from all facilities. 
Target date for full implementation related to this recommendation is March 31, 2011.  
 
Recommendation #3 

We recommend the Department of Public Health and Human Services establish timeframes for 
submitting medical service documents to the Reimbursement Office to ensure compliance with 
billing timeframes. 
 
Implementation Status – Being Implemented 

The department, as discussed in recommendation #2, established a work group to examine outside 
medical services. Additionally, the business process for Medicare claims has been modified to reduce 
billing timeframes without adversely affecting accuracy. However, specific timeframes for submission of 
medical service documents have not been established. The department plans to develop internal protocols 
for timely submission. Target date for full implementation is June 30, 2011.  
 
Recommendation #4 

We recommend the Department of Public Health and Human Services discontinue manual claim 
reviews and rely on the Management Information and Cost Recovery System to process claims. 
 
Implementation Status – Implemented 

The department added billing codes into the Management Information and Cost Recovery System to 
ensure all claims are accurately billed. As an additional control, the section plans to periodically audit 
claims to ensure that all services are accurately billed.  
 
Recommendation #5 

We recommend the Department of Public Health and Human Services establish controls to ensure 
action is taken to address and process unbilled and denied claims. 
 
Implementation Status – Being Implemented 

The department established policy that requires all outstanding claims be reviewed monthly. Staff is 
currently reviewing outstanding claims as required by policy. The department continues to work toward 
implementation by developing management reports, including aging and revenue analysis reports. These 
reports will allow management to identify and review unbilled or denied claims and to track trends in 
revenue collected by resource, facility, and month. While the department developed these reports, they are 
still in the testing phase. The department also plans to finalize a quality assurance plan that will include 
additional monitoring of unbilled claims. The department plans to have this recommendation fully 
implemented by June 30, 2011.  
 
Recommendation #6 

We recommend the Department of Public Health and Human Services comply with ARM 37.2.703 
and only use expenses incurred and committed to prior to a resident’s admission when determining 
ability to pay. 
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Implementation Status – Being Implemented 

Division management requested a legal review and interpretation of the administrative rule and applicable 
policy. The request was submitted to the department’s legal staff in the fall of 2010. Legal interpretation 
is pending. The department will pursue changes as recommended by legal staff. The target date for 
implementation is June 30, 2011.  
 
Recommendation #7 

We recommend the Department of Public Health and Human Services establish controls to: 

A. Ensure a consistent approach is used when writing-off portions of residents’ unpaid account 
balances. 

B. Develop documented definitions of write-offs, general guidelines for situations that warrant 
a write-off, and establish a formal review and authorization process. 

C. Address charity write-offs to ensure consistency. 
 
Implementation Status – Being Implemented 

The department established and implemented policy requiring that all write-offs be approved by the 
Reimbursement Office Section Manager. Write-offs are currently entered in the MICRS system and the 
Section Manager’s approval or denial is noted within the system. The department continues to work with 
financial investigators to develop and formalize policy and procedures for write-offs. The department’s 
target date for this recommendation is June 30, 2011.  
 
Recommendation #8 

We recommend the Department of Public Health and Human Services record gross accounts 
receivable in accordance with state accounting policy. 
 
Implementation Status – Implemented 

For fiscal year 2010, the department reported gross accounts receivable with an estimated allowance for 
uncollectible accounts as required by state accounting policy. In addition, the department is developing 
procedure to ensure consistent reporting in future years.  
 
Recommendation #9 

We recommend the Department of Public Health and Human Services develop a management plan 
for the Reimbursement Office that guides the long-term vision of program operations. 
 
Implementation Status – Being Implemented 

The department drafted operating standards and expanded managements’ understanding of the business 
process, system constraints, cost benefits, and best business practices to act as a foundation for 
implementing this recommendation. The department plans to formalize managements’ vision and draft 
operating standards as part of developing a management plan. The department’s established target date is 
June 30, 2011.  
 
Recommendation #10 

We recommend the Department of Public Health and Human Services establish results-oriented 
performance measures and collect additional management information to better assess 
performance of the Reimbursement Office. 
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Implementation Status – Being Implemented 

The department is developing management reports to better assess performance of the Reimbursement 
Office. One of the reports in development is a claims aging report. The aging report is still in testing and 
once finalized, this report will allow the department to identify which medical claims are outstanding, the 
number of days outstanding, the dollar amount, and the payer’s name. The department is also finalizing a 
revenue analysis report that will allow the department to track revenue projections; actual dollars billed 
by month, facility, and resource; and total revenue (payments) received by month, facility, and resource. 
The department continues to identify the quantitative and qualitative factors that measure the 
Reimbursement Office’s success and plans to implement a periodic reporting cycle to track its 
performance. The department plans to fully implement this recommendation by June 30, 2011.  
 
Recommendation #11 

We recommend the Department of Public Health and Human Services prioritize and implement 
human resource management controls that include: 

A. An active workforce plan. 

B. Supervision and oversight of all staff including offsite staff. 

C. Training and development opportunities for staff. 

D. Individual performance measurement of staff. 
 
Implementation Status – Being Implemented 

Currently, division management meets weekly to discuss a workforce plan and adjust resources as 
necessary. Management has reviewed the Reimbursement Office’s workforce needs and considered these 
needs in its current recruiting process. To assist in the supervision and oversight of financial investigators 
located offsite, the Reimbursement Office Section Manager conducts periodic staff meetings via 
teleconference calls with financial investigators and has visited sites to ensure practices are consistent 
with written procedures.  
 
The department continues to develop and update written policy and procedures; these are used to train 
staff. While staff has attended training courses, the department continues to pursue additional training 
opportunities to maintain and improve the workforce within the Reimbursement Office. Additionally, the 
department is planning to develop a performance appraisal process that includes self appraisals and 
supervisor conducted performance appraisals. The department plans to fully implement this 
recommendation by March 31, 2011.  
 
Recommendation #12 

We recommend the Department of Public Health and Human Services establish controls to ensure 
both hard‑copy and electronic health and other confidential information is secure and protected. 
 
Implementation Status – Implemented 

To secure and protect electronic health and other confidential information, the department created a 
confidential share drive and limited access to Reimbursement Office staff only. All records protected by 
the Health Insurance Portability and Accountability Act (HIPAA) are to be communicated and saved in 
this directory. Additionally, when emailing outside entities, staff is required to send emails via the state 
secure website or transmit only nonidentifiable information.  
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To secure and protect hard-copy health and other confidential information the department requires staff to 
use check-out cards to track hard-copy files. Additionally, staff must print confidential information on the 
printer/copier/fax located within the office and the Reimbursement Office’s doors are closed and locked 
after business hours to ensure confidential records are protected. The department also developed internal 
policies related to record removal and storage.  
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