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November 21, 2013 
 
MEMORANDUM 
 
TO: David Hankerson, County Manager 

FROM: Latona Thomas, CPA, Director           
 
SUBJECT: FINAL REPORT – Audit of Third Party Administrators for Health Benefit 

and Workers’ Compensation Plans 
 
Attached is the subject final audit report.  The overall objective was to determine if the Third 
Party Administrators (TPA) of Cobb County’s (the County) Employee Benefit Plan1 were 
administering the plan designs as intended or mandated by Georgia State Law, in compliance 
with contract terms and conditions, and County funds were expended properly and in a timely 
manner.     

Impact on the Governance of Cobb County 
The County funded approximately $57.72 million in medical, dental, prescription drug, and 
workers’ compensation expenses during fiscal year 2012.  The findings and recommendations in 
this report will strengthen the TPAs’ controls over adjudicating claims, as well as Human 
Resources (HR) controls over monitoring the TPA contractual relationships and overall benefit 
program.  Taxpayers can be assured that payments for self-insured benefits are paid in 
accordance to the benefit plans and expenses are paid in a timely manner.   

Executive Summary 
At the recommendation of the Citizens Oversight Committee, we co-sourced an audit of the TPA 
vendors.  The review validated that the TPAs were generally administering the plans as intended, 
meeting performance standards, and adjudicating claims correctly.  However, discrepancy and 
interpretation issues were noted between benefit plan booklets and TPA adjudication systems.  In 
addition, weaknesses in the management of the TPA contractual agreements did not detect 
inaccuracies in plan documents, and performance guarantees were not monitored. 
 

 

1 Self-insured plan which includes medical, dental, prescription drug benefits and workers’ compensation. 
2 Source:  County’s Advantage Financial System 
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Recommendations 

The Segal Company made recommendations which are summarized in the ‘Results of Review’ 
section and are detailed in the respective TPA reports.  See Appendices VI through IX, 
beginning on page 19.  Internal Audit (IA) made additional recommendations for HR to meet 
with TPAs annually to discuss changes, clarifications, and interpretation of each plan; ensure 
benefit booklets are updated in a timely manner and in accordance with the outcomes from the 
annual meeting; develop and implement a process to monitor financial and performance 
guarantees; and establish a written record retention policy. 

Responding to This Report 

The Human Resources Director provided a response to our draft report and concurred with 
Internal Audit’s six recommendations, as well as the recommendations made by the Segal 
Company.  Corrective actions for all recommendations will be implemented by January 2014.  
The complete response to the draft report is included in Appendix X.   

We will perform a follow-up in six months on the implementation of corrective actions.  In 
addition, the County Manager has requested that the Director provide periodic updates on the 
status of each correction action directly to his office.  Please contact me at (770) 528-2559 if you 
have questions or Steven Harper, Auditor-in-Charge, at (770) 528-2557.   

ii 

 



 

Background 
 

Cobb County Government’s self-insured health benefit program has been in existence since 
October 1, 1985. Covered under this plan are medical, dental, prescription drug benefits, and 
workers’ compensation.  The program is funded on the County’s fiscal year from October 
through September; however, deductibles, out-of-pocket maximums, and participant plan 
elections operate on a calendar year. Coverage is provided for all full-time workers, eligible 
retirees, COBRA3 participants and their eligible dependents.   

In its February 28, 2012 final report, the Citizens Oversight Committee recommended a periodic 
review of medical and workers’ compensation claims that are processed by Third Party Pay 
contractors. The HR department is responsible for setting budgets and monitoring the overall 
benefit program; however, a comprehensive analysis was needed to ensure the County’s TPAs 
are accurately and efficiently performing relative to the adjudication of plan benefits.   

Based on the recommendation of an evaluation committee, the Board of Commissioners 
approved a contract with The Segal Company (Segal) for auditing consultant services.  The 
services were performed using a co-sourced method with Internal Audit staff.  Segal is an 
employee-owned actuarial and consulting firm which has provided benefit, compensation, and 
human resources consulting services since 1939.  In addition, Segal partnered with Managed 
Care Advisors (MCA) for the audit of the workers’ compensation program.   

Third Party Administrator Arrangement 
The County has contracted with four vendors under TPA service agreements to administer our 
self-insured benefit programs. These vendors adjudicate and pay the claims as they occur.  There 
are administrative service only (ASO) fees for providing these adjudication services.  A review 
of ASO fees was covered in a previous audit, Review of Controls Over the Processing of Benefit 
Payments and Invoices in the Human Resources Department.4  Below is a brief synopsis of each 
TPA arrangement: 

Health Benefit Plan  
The County contracted with Blue Cross Blue Shield of Georgia (BCBS) under an Administrative 
Services Agreement (ASA) to administer the County’s Benefit Plan. The contract is for the time 
period January 1, 2009 through December 31, 2011, with an option for two consecutive one year 
renewals, with an expiration date of December 31, 2013.  The ASA provides for an audit 
including a sample size of no more than 250 claims and/or on-site hours of 40 or less. 

  

 

 

3 The Consolidated Omnibus Budget Reconciliation Act (COBRA) gives workers and their families, who lose their health 
benefits, the right to choose to continue group health benefits provided by their group health plan for limited periods of time 
under certain circumstances such as voluntary or involuntary job loss, reduction in the hours worked, transition between jobs, 
death, divorce, and other life events. Qualified individuals may be required to pay the entire premium for coverage up to 102 
percent of the cost to the plan.   
4 Report number 2013-001, dated April 26, 2013. 
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Dental Benefit Plan  
The County contracted with Connecticut General Life Insurance Company (Cigna) under an 
ASA to administer the County’s Dental Benefit Plan. The contract is for the time period January 
1, 2009 through December 31, 2011, with an option for two consecutive one year renewals, with 
an expiration date of December 31, 2013.  The ASA provides for an audit including a random, 
statistically valid sample size of no more than 225 claims. 

Prescription Drug Benefit Program  
The County contracted with Express Scripts (formerly Medco Health Solutions, Inc.) under an 
Integrated Prescription Drug Program Agreement to administer a prescription drug benefit 
program. The contract is for the time period January 1, 2009 through December 31, 2011, with 
an option for two consecutive one year renewals, with an expiration date of December 31, 2013.  
The agreement provides for an audit once annually from January through September on an 
agreed upon date.  

Workers’ Compensation  
The County contracted with AmTrust North America Inc. (AmTrust) under a Claims 
Administration Agreement to provide claims handling and adjustment services for its Workers’ 
Compensation Program. The current contract is for the time period October 1, 2011 through 
September 30, 2014.  The agreement provides for periodic audits and reserve reviews of claims.  

Other Arrangements 
In addition to the vendors listed above, the County contracted Kaiser Permanente (Kaiser) and 
Cigna to provide additional medical and prescription drug plans.  Kaiser currently provides a 
fully-insured plan available to employees and retirees.  Supplemental Medicare plans previously 
offered by both Kaiser and Cigna were discontinued effective January 1, 2013 and replaced with 
the new ExtendHealth plan.  Under fully-insured plans, only monthly premiums are paid.  There 
are no ASO fees or claims payments.  As such, the fully-insured plan and ExtendHealth plan 
were not included in this audit. 

The following is a historical chart of all medical (includes prescription drugs), dental and 
workers’ compensation expenses.   

 
5-Year History of Benefit Expenses 

  
    

  
  FY2012 FY2011 FY2010 FY2009 FY2008 
  

    
  

Medical  $     53,196,401   $55,512,737   $51,024,099   $47,184,536   $42,668,366  
Dental  $       2,853,347   $  3,649,466   $  3,251,514   $  2,534,019   $  2,133,385  
Workers' Comp  $       1,624,804   $  1,832,618   $  2,130,870   $  2,015,107   $  2,755,083  
  

    
  

Total  $     57,674,552   $60,994,822   $56,406,483   $51,733,662   $47,556,833  
Source:  County’s Advantage Financial System.  [Note:  Includes fully insured and self insured plans and all associated ASO 
fees.] 
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Results of Review 
 

Our objective was to evaluate the overall plan administration, confirm compliance with contract 
terms and conditions, and validate that County funds were being expended properly and in a 
timely manner.   The audit was limited to the self-insured plans only and generally found the 
TPAs were adhering to the following: 

• Plans were being administered as designed. 
• Performance standards were being met or exceeded. 
• Claims were being adjudicated correctly and in a timely manner. 
• Copayments and coinsurance amounts were being applied correctly. 
• Coordination of benefits (COB) was being performed as intended.   

Segal did find that additional changes are needed to ensure discrepancy and interpretation issues 
between benefit plan booklets and TPA adjudication systems are resolved.  In addition, Internal 
Audit found that controls over the monitoring of the TPA contractual agreements need to be 
improved. The following charts are the population of number of claims and the associated total 
costs provided by the TPAs for Segal’s review.   

 

CY2011-2012 (combined) 
Claims Review Population Charts 

      
Source:  Reports of Segal’s review of CY2011-2012 medical, dental, and prescription drug claims and CY2010-2011 workers’ 
compensation claims.   Workers’ compensation costs are based on the average total cost per claim.  

 

A summary of Segal’s findings and recommendations for the individual TPAs are outlined in the 
charts on the accompanying pages, followed by Internal Audit’s recommendations for the HR 
Department. 
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SUMMARY OF INDIVIDUAL TPA AUDIT RESULTS 

Medical 
BCBS administers the medical benefits for the County.  Segal evaluated claims and payment 
procedures from calendar years 2011 and 2012 and found that BCBS is generally adjudicating 
medical claims in accordance to the plan designs.  Segal also found BCBS exceeded 
performance and industry standards in each area of their performance measures.5  Below is a 
chart of findings and recommendations from the individual claims review.  See Appendix VI for 
Segal’s complete report. 

Findings Recommendation TPA Response HR Comment Additional Action 
Required 

Plan Benefit Discrepancies 

1 

Discrepancies 
were noted 
between the 
benefit booklets 
and BCBS's 
adjudication 
system. 

BCBS needs to generate 
impact reports for identified 
plan building errors to assist 
the County in determining 
the total financial impact to 
the Plan. 

The HMO out-of-pocket 
amount was incorrect and an 
impact report has been 
requested.  The PPO 
deductible was applied 
correctly; however the 
benefit booklet was changed 
in error. 

HR concurs with the TPA 
regarding the discrepancies. 

See IA 
recommendations 1 and 
2. 

Plan Benefit Interpretation 

2 

There were 
some parts of 
the plan that are 
subject to 
interpretation. 

The County and BCBS 
should review Plan intent for 
benefit interpretation issues 
specifically related to 
physician office services and 
medical supplies benefits. 

Copayments are only 
applied when an office visit 
is billed.  BCBS will discuss 
the medical supply concern 
with the County and take 
appropriate actions. 

HR agrees copayments 
should only be applied 
when an office visit is billed 
and supplies should 
reimburse at 100% after 
copayment.  

N/A  

Referral and Precertification Requirements 

3 

Precertification 
was not 
obtained prior 
to service. 

BCBS and the County 
should discuss current 
processing procedures 
administered by BCBS 
related to precertification 
requirements for specific 
testing procedures identified 
under the Plans. 

Precertification procedures 
have been updated although 
the Benefit Booklet still 
reflects prior requirements.  
BCBS monitors HMO 
referrals through a network 
provider gatekeeper 
program. 

HR agrees to discuss 
changes to standard 
practices with BCBS. 

See IA recommendation 
6. 

Other 

4 
Overpayments 
totaling $3,086 
need recovery. 

Refund recovery for the 
identified overpayments 
should be initiated based on 
the County's direction. 

BCBS agrees with the errors 
with the exception of one 
coordination of benefits 
(COB) totaling $1,716. 

HR will pursue recovery of 
the undisputed funds. 

See IA recommendation 
6. 

5 

N/A BCBS should advise Cobb 
County of any modification 
to system programming or 
changes in adjudication 
procedures resulting from 
this review. 

N/A  HR will discuss with the 
Account Representative. 

See IA recommendation 
6. 

 

5 Performance measures include financial accuracy, claims processing accuracy, payment accuracy, and processing timeliness. 
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Dental 

Cigna administers the dental plan for the County.  Claims and payment procedures for calendar 
years 2011 and 2012 were analyzed and evaluated.  Segal found that Cigna is generally 
adjudicating claims accurately, in accordance to the plan design, and exceeded performance and 
industry standards in each area of their performance measures.6  Fluoride application errors 
initially impacted Cigna’s performance measures negatively, but subsequent research and 
discussions with HR resolved the issue.  Below is a chart of findings and recommendations from 
the individual claims review.  See Appendix VII for Segal’s complete report. 

Findings Recommendation TPA Response HR Comment Additional Action 
Required 

Plan Benefit Discrepancies 

1 

Discrepancies 
were noted 
between the 
benefit booklet 
and Cigna's 
adjudication 
system. 

The benefit booklet should 
be updated to show the 
correct number of fluoride 
treatments allowed. 

Treatments are in 
accordance to the provision 
established when the 
account was implemented.  
The benefit booklet was 
produced with inaccurate 
information. 

HR agrees the information 
in the booklet was changed 
without County approval. 

See IA 
recommendations 1 and 
2. 

Benefit Eligibility 

2 

Claims were 
paid for 
services 
rendered, after 
eligibility was 
terminated, due 
to retroactive 
notice of 
terminations. 

Review each eligibility file 
for possible overpayments, 
provide the County with a 
listing of overpayments, and 
upon their direction begin 
collection procedures.  

Cigna disagrees with the 
financial errors assessed for 
claims paid past eligibility 
termination. However, 
agrees that the retroactive 
eligibility notification 
resulted in overpayments. 

HR will pursue the 
overpayments. 

See IA recommendation 
6. 

Other 

3 

Overpayments 
totaling $495 
need recovery. 

Cigna should initiate refund 
recovery for the identified 
overpayments based on 
County direction.  

Recovery efforts for three of 
the claims were initiated on 
4/30/13.  Additional 
research on $25 for COB 
issue is pending. 

HR will confirm recovery of 
the three overpayments. 

See IA recommendation 
6. 

4 

N/A Cigna should advise Cobb 
County of any modification 
to system programming or 
changes in adjudication 
procedures resulting from 
this review. 

Cigna is committed to 
taking the necessary actions 
to correct the errors 
identified as a result of the 
audit and looks forward to 
reviewing the results of the 
audit with Cobb County. 

Contract with Cigna for 
Dental TPA expires 
12/31/13.  Issues will be 
addressed with new TPA. 

See IA recommendation 
6. 

 

6 Performance measures include financial accuracy, claims processing accuracy, payment accuracy, and processing timeliness. 
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Prescription Drug 

Express Scripts administers the prescription drug program for the County.  Segal analyzed claims 
records electronically for calendar years 2011 and 2012.  Segal found that Express Scripts is 
adjudicating claims according to the plan, and no system issues were found.  Express Scripts 
underperformed in non-specialty contractual discount and dispensing fee guarantees in both 2011 
and 2012, resulting in a combined shortfall total of $281,878, but exceeded the minimum rebate 
guarantees by $663,550 in both years combined.  The current pharmacy benefits contract allows 
Express Scripts to offset surpluses in one area to make up for a shortfall in another.  As such, no 
further action was deemed necessary.  Below is a chart of findings and recommendations from 
the individual claims review.  See Appendix VIII for Segal’s complete report.   
 

Findings Recommendation TPA Response HR Comment Additional Action 
Required 

Proposed Contract Negotiation Terms 

1 

Shortfalls were 
offset by 
surpluses. 

Eliminate contract clause 
that allows surpluses in one 
component to offset a 
shortfall in another. 

N/A  HR will discuss with Cigna 
in contract review for 
1/1/14. 

See IA recommendation 
6. 

2 

Generic drugs 
received the 
brand drug 
discount. 

Eliminate the practice of 
categorizing generic drugs 
with less than three 
manufacturers under the 
brand discount. 

N/A  HR will discuss with Cigna 
in contract review for 
1/1/14. 

See IA recommendation 
6. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Page  6 



 

Workers’ Compensation 

AmTrust administers the workers’ compensation program for the County.  Segal/MCA reviewed 
claims and operational procedures for calendar years 2010 and 2011 and found that AmTrust is 
processing claims in accordance with the County’s contract and State statutes that govern the 
workers’ compensation program.  AmTrust has the proper organizational structure, workflows, 
and policies and procedures in place to support the County’s workers’ compensation program.    
Below is a chart of findings and recommendations from individual claims and operational 
review.  See Appendix IX for Segal’s complete report.  

Findings Recommendation TPA Response HR Comment Additional Action 
Required 

Program/Operational  Interpretation 

1 

Three point 
contact was not 
consistently 
made. 

All claims, excluding report 
only (RO), should receive 
the three point contact within 
24 hours of report of the 
claim. 

Three point contacts are not 
done on all medical only 
(MO) claims due to the 
nature of the claim.  All lost 
time or questionable cases 
have a three point contact 
performed. 

HR will discuss with 
consultant and TPA. 

See IA recommendation 
6. 

2 

Case reviews 
were not 
evident or 
documented. 

Case review and contacts 
should be made and 
documented in ANA every 
30 days throughout the life 
of the claim. 

All lost time claims are 
reviewed on an automatic 
diary every 30 days. 

HR will address with TPA 
at annual review. 

See IA recommendation 
6. 

3 

Physician 
review of 
claims cases 
was not 
utilized. 

AmTrust and the County 
may want to consider 
developing criteria for 
clinical case review to guide 
case management strategy in 
complex cases. 

Response was not provided. HR will address with TPA 
at annual review. 

See IA recommendation 
6. 

Other 

4 

Processes were 
not 
documented. 

Work processes should be 
documented to support 
decision making and 
adherence to regulatory 
requirements. 

AmTrust has an online 
claim manual and agreed, 
upon request of the County, 
to provide handling 
instructions.  

HR will request access to 
online manual. 

See IA recommendation 
6. 

5 

Invoices were 
not paid in a 
timely manner. 

Internal monitoring of claims 
payment timeliness is needed 
to ensure compliance with 
State guidelines of payment 
within 30 days. 

AmTrust agreed the 
payments were made late, 
but no penalties were 
assessed.  Also, the 
workload on the individual 
responsible for approving 
payments was reduced.   

HR will address with TPA 
at annual review. 

See IA recommendation 
6. 

6 

Bill line charges 
were not in 
compliance 
with the 
contract. 

A three line minimum for 
bill payment was included in 
the County’s previous 
contract with AmTrust but 
not in the current one.  A 
contract modification or 
clarification with AmTrust 
on the current contract may 
be required. 

Response was not provided. HR will address with TPA 
at annual review. 

See IA recommendation 
6. 

7 

Lost time 
calculations 
were not 
documented in 
the system. 

The current number of lost 
or modified time days, 
primary diagnosis and 
estimated duration of 
disability for claims should 
be included in ANA to 
enable adjusters to monitor 
and progress cases forward. 

Response was not provided. HR will address with TPA 
at annual review. 

See IA recommendation 
6. 
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As stated previously, Segal performed this audit in conjunction with the County’s Internal Audit 
staff.  During the audit process, Internal Audit noted several weaknesses in HR’s management of 
TPA relationships and contract provisions.  Our recommendations are reflected in the 
accompanying pages.   

Internal Vendor Management Oversight Needs Improvement 

Contract Management 
Every department in the County is responsible for establishing effective contract management 
practices, including maintaining a copy of the contract, designating staff responsible for 
overseeing contract compliance, and maintaining a contract-tracking database.  Oversight of the 
contract and compliance to the terms and conditions contained within is critical to ensuring the 
obligations of both parties are adhered to and performance measures are met.  A 
recommendation to develop and implement contract management procedures was addressed to 
HR in audit report number 2013-001.7  The implementation of that recommendation will resolve 
the general issues noted during this audit.  Recommendations specific to benefits management 
are outlined below.   

Benefit Booklets  
The County is provided benefit booklets for each of its medical and dental benefit plans.  The 
booklets describe the benefit plans and include a schedule of covered services and outline of 
patient financial responsibilities (copayments, coinsurance, etc).  These documents serve as an 
annual guide of covered services and are posted on the County’s intranet for employee reference.  
In addition to the original TPA contracts, the audit team used the booklets as the guide for 
reviewing claims samples.   

BCBS administers three medical plans for the County which include: 1) Health Maintenance 
Organization (HMO), 2) Preferred Provider Option (PPO), and 3) Health Reimbursement 
Account (HRA).  The benefit booklet for each plan was updated and published annually, but not 
in a timely manner.  The audit sampled claims from calendar years 2011 and 2012 across all 
three plans.  For both the 2011 HMO and PPO plans, BCBS was applying the incorrect family 
out-of-pocket maximum.  In both instances, the benefit booklets were inconsistent with BCBS’ 
system and adjudication process.  The HMO plan was adjudicated using an incorrect out-of-
pocket family maximum.  The PPO plan was adjudicated by applying the annual deductible to 
the out-of-pocket maximum, instead of in addition to deductibles and copayments, as stated in 
the benefit booklet.  Research and discussions between HR and BCBS revealed the booklets had 
been erroneously changed and distributed without agreement to the County’s documentation or 
BCBS’ system.  With the HMO plan, the discrepancy resulted in additional costs to family out-
of-pocket cost; however, the total financial impact was not available as of the date of this audit.    

 

7 Review of Controls Over the Processing of Benefit Payments and Invoices in the Human Resources Department, dated April 
26, 2013.  
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A benefit booklet discrepancy was also noted during the audit of dental benefits.  The booklet 
indicated the topical application of fluoride is limited to one per person per calendar year for 
individuals less than 19 years old, but Cigna is allowing two per calendar year.  Per Cigna, and 
with acknowledgment from HR, the claims were adjudicated according to benefit provisions 
established during the account implementation process.  The 2011 booklet had been erroneously 
prepared and distributed using Cigna’s standard plan language.  Both Cigna and HR 
acknowledged the booklet had been distributed without agreement to the County’s 
documentation or Cigna’s system.  Cigna also acknowledged five additional discrepancies found 
during their research of this issue.  Again, the total financial impact of the five additional 
discrepancies was not available as of the date of this audit.     

HR did not have a process to verify that initial benefit provisions and subsequent changes were 
accurately reflected in the benefit booklets distributed.  Nor was there a requirement of the TPAs 
to create new booklets each year and attest that their systems were administering claims in 
accordance to them.  The TPA’s systems must process claims in accordance to the plan designs 
to ensure the County and its employees are receiving and paying for benefits as intended.  Also, 
the documentation needs to be current and accurate so employees can make informed decisions 
on their healthcare choices.   

Recommendations 
The Human Resources Director should: 

Recommendation 1:  Meet with its benefit consultant and TPAs prior to each plan year, 
discuss each respective plan in detail along with changes, resolve any clarification or 
interpretation issues, and document the outcome.  Also require each TPA to periodically validate 
that claims are being processed in accordance with the plan as communicated and agreed.   

Auditee Response:  Concur - This will be an expectation for the selected benefit consultant 
to coordinate. We have already mentioned to several TPAs and they indicated they were in 
concurrence. The Human Resources Director will coordinate with the selected consultant to 
initiate these annual meetings with the initiation of consultant services agreement effective 
January 1, 2014. 

Recommendation 2:  Require TPAs to prepare and distribute benefit booklets in a timely 
manner, based on the outcome of agreed upon changes.   

Auditee Response:  Concur - This will be coordinated with the selected benefits consultant 
to coordinate with TPAs. Human Resources Manager will coordinate with benefits consultant 
annually. 

Guarantees and Performance Standards 
The contract with Express Scripts contains guarantees for pricing discounts and manufacturer 
rebates.  Pricing discounts are a percentage off of average wholesale price (AWP), depending on 
the type of drug being dispensed (generic or brand) and the fulfillment channel used (retail or 
mail order).  Rebates are based on the quantity of prescriptions dispensed of each manufacturer’s 
drugs from the formulary list.  Rebates are credited against claims billings 180 days after the end 
of the quarter in which they were earned.   
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Discounts and rebates are to be calculated, reconciled, and reported within 180 days after the end 
of each plan year.  Shortfalls to the guarantees are to be paid on a dollar-for-dollar basis; 
however, the current contract stipulates shortfalls from one guarantee can be offset by a surplus 
of the other. 

Segal independently calculated the discounts and rebate guarantee amounts for the audit period 
and compared the results to ones provided by Express Scripts.  For both plan years there were 
shortfalls in the pricing discounts that were offset by surpluses in the rebates paid (see Segal 
report for detailed results).  HR should consider negotiating the elimination of the offsets in 
future contracts.   

Also, HR does not have a process to track guarantees and rebates.  During our audit, we 
attempted to validate the quarterly rebate amounts due for calendar years 2011 and 2012.  HR 
was able to provide documentation to support quarterly rebate amounts for 2011 and fourth 
quarter 2012 only.  After additional research, IA subsequently located a June 2013 payment for 
$1,011,665.97 in the County’s financial system.  This payment represented the three missing 
quarters of 2012; however, this information was not readily available upon request.    

In addition to the guarantees outlined above, there are other performance standards that carry a 
financial penalty against Express Scripts if they are not met.  The measurements are for 
dispensing accuracy and timeliness, adjudication accuracy, customer satisfaction, etc.  A 
Prescription Drug Plan reporting package is required to be made available online within 30 
business days of the end of each quarter.  Neither HR nor its benefit consultant had knowledge of 
the report or analyzed it for applicable standards.   

Failure to monitor performance and financial guarantees in the contract allowed missing rebate 
payments to go unnoticed and other potential penalties to go unidentified.  Although the rebates 
were paid, they were between three to nine months late which can negatively impact the 
County’s interest earning potential.   

Recommendations 
The Human Resources Director should: 

Recommendation 3:  Determine when rebates are due to be credited and develop a process to 
monitor invoices for the credits and follow up with the TPA when they are not received as 
scheduled.  

Auditee Response:  Concur - This will be the responsibility of the selected benefits 
consultant to monitor rebates on behalf of the County. The Human Resources Director will 
coordinate with the selected consultant to initiate these annual meetings with the initiation of 
consultant services agreement effective January 1, 2014. 

Recommendation 4:  Develop and implement a process to monitor each TPA’s attainment of 
performance guarantees.   This should include steps for reviewing reconciliation packages and 
collecting penalties, when applicable.   

Auditee Response:  Concur - This will be the responsibility of the selected benefits 
consultant to monitor performance guarantees on behalf of the County. The Human Resources 
Director will coordinate with the selected consultant to initiate these annual meetings with the 
initiation of consultant services agreement effective January 1, 2014. 
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Record Retention 
In all cases, HR did not maintain documentation of their communications with TPAs regarding 
changes to benefit plan options.  IA was involved in the discussions between HR and both BCBS 
and Cigna regarding the benefit booklet discrepancies as described above.  We noted that HR did 
not have documentation of their communications with the TPAs to support the County’s 
concurrence to changes or acceptance to new booklets.     

Documentation on benefit programs must be maintained to support the County’s plans and 
decisions, and to mitigate confusion with the TPAs.  Each department is responsible for ensuring 
it maintains appropriate records of its activities and that all employees are retaining necessary 
communications.  

Recommendation 
The Human Resources Director should: 

Recommendation 5:  Establish a written policy for the HR Department regarding record 
retention and orient all employees on it.  The policy, at a minimum, must comply with all 
Georgia records laws and regulations.   

Auditee Response:  Concur - This will be accomplished by the Human Resources Manager 
responsible for Systems and Records Division by January 31, 2014.   

Post Audit Follow Up  
Throughout this report and the appendices, several issues remain outstanding and require 
additional research and discussion (i.e. overpayments, financial impacts, etc.).  HR needs to 
review these issues and determine the final disposition, and if applicable, initiate refund or credit 
requests.    

Recommendation 
The Human Resources Director should: 

Recommendation 6:  Research and determine the final disposition of each outstanding issue.  
Initiate or follow up on the recovery of refunds, credits, and financial impacts, where applicable.   

Auditee Response:  Concur - The Human Resources Director will coordinate follow up 
through the Human Resources Managers to ensure all action items are addressed. 
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Appendix I 
 

Detailed Objectives, Scope, and Methodology 
 

At the recommendation of the Citizens Oversight Committee, we co-sourced with the Segal 
Company to perform an audit of the County’s TPA vendors.  Segal’s audit period covered claims 
from calendar years 2011 and 2012 for medical, dental, and prescription drugs, and 2010 and 
2011 for workers’ compensation. 

The objective of the audits was to determine if the TPAs of the County’s Employee Benefit Plans 
were administering the plan designs as intended or mandated by Georgia State Law, in 
compliance with contract terms and conditions, and that County funds were expended properly 
and in a timely manner.   

In order to accomplish our objectives, we performed the following steps: 

Medical 
A data file of all medical claims processed during the audit period January 1, 2011 through 
December 31, 2012, representing $69,344,879.21 in benefit payments on 200,201 claims, was 
provided by BCBS for Segal’s sampling purposes.  The claims review included the following 
components: 

I. An adjudication review to assess claim control measures; 
II. A stratified sample of 210 claims totaling $4,748,866.59 in benefit payments to provide 

statistical validity with comparison to performance guarantees and industry standards; 
III. A targeted sample of claims to provide representation of selected individuals and 

potential duplicate payments; and 
IV. Sample claims in the adjudication system were reviewed for: 

a. Eligibility; 
b. COB; 
c. Duplicate payments; 
d. Copayments, deductibles, and out-of-pocket amounts; 
e. Pre-certifications; and 
f. Network discount fees and schedules. 

Dental 
A data file of all dental claims processed during the audit period January 1, 2011 through 
December 31, 2012, representing $5,150,352.87 in benefit payments on 28,835 claims, was 
provided by Cigna for Segal’s sampling purposes.  The dollars reported reflect the benefit 
payment prior to reduction of other insurance reimbursement (e.g. coordination of benefits 
calculations).   
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Dental, continued: 
Segal’s claims review included the following components: 

I. An adjudication review to assess claim control measures; 
II. A stratified sample of 210 claims totaling $59,217.01 in benefit payments to provide 

statistical validity with comparison to performance guarantees and industry standards; 
III. A targeted sample of 15 claims to provide representation of selected individuals and 

potential duplicate payments; and 
IV. Sample claims in the adjudication system were reviewed for: 

a. Eligibility; 
b. COB; 
c. Duplicate payments; 
d. Copayments, deductibles, and out-of-pocket amounts; 
e. Pre-certifications; and 
f. Network discount fees and schedules. 

Prescription Drug 
An electronic file detailing prescriptions issued for County employees and their dependents for 
the period January 1, 2011 through December 31, 2012, representing $27,601,434.77 paid claims 
on 280,846 prescriptions dispensed was received from Express Scripts, Inc.  The 100% 
pharmacy benefit claims review included the following components or focus areas: 

I. The actual performance in terms of discounts and dispensing fees achieved versus 
contractual guarantees; 

II. Administrative fees; 
III. Plan design adjudication;  
IV. Copayments and coinsurance amounts; and 
V. Formulary rebates. 

Workers’ Compensation 
The initial case file population included 810 claims totaling $3,670,361.10,8 with dates of onset 
during 2010 or 2011, plus an additional 132 claims with dates of onset prior to 2010 but with 
medical costs incurred during 2010 or 2011.  Segal/MCA selected a sample of 55 claims, and 
associated 337 bills, incurred by County employees.   

I. Sample claims files were reviewed from initial injury through closure for: 
a. Required documents; 
b. Eligibility;  
c. Payment timeliness; 
d. Duplicate payments; and 
e. Subrogation, if applicable.  

8 Based on average total cost per claim (see Appendix IX). 
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Workers’ Compensation, continued: 
II. Other focus areas included: 

a. Administrative/operational procedures; 
b. Medical bill payment; 
c. Contract terms; and 
d. Program performance. 

Please see individual reports in the attached appendices (beginning on page 19) for additional 
detailed scopes and methodologies for each TPA.   
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Appendix II 
 

Abbreviations 
 

ASA Administrative Services Agreement 
ASO Administrative Service Only 
AWP Average Wholesale Price 
BCBS Blue Cross Blue Shield 
COB Coordination of Benefits 
COBRA Consolidated Omnibus Reconciliation Act 
HMO  Health Maintenance Organization 
HR Human Resources 
HRA Health Reimbursement Account 
IA Internal Audit 
PPO Preferred Provider Option 
TPA Third Party Administrator 
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Appendix III 
 

Major Contributors to This Report 
 

Latona Thomas, CPA, Internal Audit Director 
Steven Harper, Staff Auditor 
The Segal Company  
Managed Care Advisors  
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Appendix IV 
 

Report Distribution List 
 

Tony Hagler, Human Resources Director 
Michelle Page, Human Resources Manager 
Richard Ward, Senior Consultant, The Segal Company 
Laine B. Ingle, Health Consultant, The Segal Company 
Cobb County Audit Committee 
Internal Audit Department File 
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Appendix V 
 

Outcome Measures 
 

This appendix presents detailed information on the measurable impact our recommended 
corrective actions will have on County governance.  These benefits will be incorporated into our 
annual report to the Audit Committee, Board of Commissioners, and County Manager.   

 

Type and Value of Outcome Measure: 

• Reliability of Information – Recommendations, when implemented, will provide assurance 
that plan documentation reflects the correct benefits (see Pages 8-11). 

Methodology Used to Measure the Reported Benefit: 
We found discrepancies between the approved plan designs, benefit booklets, and vendor 
adjudication systems for both the medical and dental plans.   

 

Type and Value of Outcome Measure: 

• Increased Revenue – Potential: $3,581 in total overpayments made to BCBS and Cigna due 
to processing errors (see Pages 4–5). 

Methodology Used to Measure the Reported Benefit: 
Fieldwork testing performed by Segal found claims that were not adjudicated in compliance to 
benefit plans resulting in overpayments of $3,086 to BCBS and $495 to Cigna.   

 

Type and Value of Outcome Measure: 

• Increased Revenue – Potential: amendments to contract terms and conditions could result in 
additional savings to the County (see Page 7) 

• Increased Revenue Protection – Potential: $358,2299 quarterly average of prescription drug 
rebates (see Pages 9-10). 

Methodology Used to Measure the Reported Benefit: 
Based on fieldwork performed by Segal and MCA, some contractual terms allow offsets of 
savings against shortfalls or minimum billing charges.  We traced the rebates earned to invoices 
from Express Scripts and found rebates from 1Q – 3Q of CY2012 had not been paid on time and 
had gone unnoticed by the County.    

 

9 Average quarterly rebates from calendar years 2011 and 2012. 
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