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STEVEN VAN BEVERHOUDT Executive Summary Tel: (809) 774-3388
INSPECTOR GENERAL Fax: (809) 774-6431
The following summarizes the major findings resulting from the Audit of Collection
Procedures of Accounts Receivable at the Governor Juan Luis Hospital (AC-01-36-98).
Finding 1 - Collections (pages 4 to 11)

- An effective system to bill and collect medical costs from various insurers and
individuals has not been established.

- Written procedures have not been fully implemented to: (i) bill timely for medical
services; (ii) follow-up on accounts and monitor payments; (iii) identify accounts as
collectible or uncollectible; and, (iv) take steps to write-off amounts determined to be
uncollectible.

- Accounts receivable from 1992 to 1996 are estimated at $72 million.

Finding 2 - Private Contractor Collections (page 12 to 15)

- A contract for the collection of delinquent accounts receivable expired in 1996, and
a new contract had not been negotiated.

- The Hospital did not keep copies of records referred to the collection agency.

- Delinquent accounts receivables were not referred to the collection agency on a
timely basis.

- Of $13 million referred to the collection agency, only $1.3 million was collected
with the Hospital receiving $900,000 and the agency keeping $400,000.

- The feasibility of improving and expanding in-house collection capabilities was not
indicated.

Finding 3 - Government Services (pages 16 to 18)

- Various Government agencies owed the Hospital over $1 million for services
provided.

- The Hospital was not identifying, in their computer system, the costs of the medical
services provided for Government agencies.



Finding 4 - Medicaid (pages 19 to 22)

- Procedures were not implemented to ensure that only eligible costs were submitted
for reimbursement and were billed timely.

- As much as $11.5 million in Medicaid costs may not be collectible.
Finding 5 - Extended Care Services (pages 23 to 24)

- Costs associated with long-term care patients were not being billed until the
patients were discharged or deceased.

Findfng 6 - Off-Island Patient Care (pages 25 to 26)

- Costs for medical services provided to patients transferred off island were not being
billed to the patients.

- As much as $2.6 million in off-island care costs have not been billed or collected.
Finding 7 - Return Mail (pages 27 to 28)
- The Hospital was not following-up on unpaid bills returned as undeliverable.

- Returned bills were estimated to be as much as $1.3 million per year.
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STEVEN VAN BEVERHOUOT Tel: (809) 774-3388
INSPECTOR GENERAL - Fax: (809) 774-6431

March 23, 1998

Ms. Gloria H.C. Waterman
Chairperson ‘
Governor Juan Luis Hospital Board
#4007 Estate Diamond Ruby
Christiansted

St. Croix, Virgin Islands 00821-4421

Dear Ms. Waterman:

Attached is the final report of our audit of collection procedures of accounts
receivable at the Governor Juan Luis Hospital (Hospital).

The objectives of the audit were to determine if: (i) the accounts receivable balances
for medical care provided by the Hospital were properly identified; (ii) procedures were in
place to effectively manage the accounts receivable; and, (iii) adequate steps were taken to
collect the accounts receivable.

Our review showed that, although improvements have been made in the billing and
collecting for medical services, additional improvements were needed in certain areas.
Specifically, the Hospital did not: (i) effectively implement established rules and regulations
to properly identify, bill, record, and collect for services provided; (ii) have a current contract
with the private collection agency collecting delinquent accounts receivable, or monitor
contractor operations; (iii) identify and write-off accounts receivable that may not be
collectible, especially the partially funded Federal Medicaid accounts; (iv) adequately
monitor costs for off-island patient care; and, (v) follow-up on bills returned as undeliverable
by the United States Postal Service.

As aresult: (i) an effective collection system has not been implemented; (ii) accounts
receivable of $§72 million have accumulated, $42 million of which have not been identified
by the Hospital; (iii) the reason for providers not reimbursing for medical costs were not
being recorded; (iv) the private collection agency’s operations were hampered by untimely
Government referrals, and only about S900,000 of the $13 million referred was reimbursed:
(v) over $1 million was owed the Hospital by other Government agencies who refused to
pay: (vi) over $2.5 million in costs were expended, but not billed, for patients in long-term
extended care; (vii) over $11.5 million of the $15 million identified in Medicaid may not be



recoverable, and another $1.3 million was not billed to Medicaid; (viii) over $2.6 million was
paid by the Hospital for off-island medical care, but patients were not billed; and, (ix)
follow-up action was not taken on returned bills totaling as much as $1.3 million a year.

© An exit conference was held on December 4, 1997, at which time it was indicated that
additional information would be submitted in relation to the findings in the report. To date
no additional information has been received by this office. Some revisions to the report were
made based on the exit conference.

An official draft was sent to the Chief Executive Officer on January 7, 1998
requesting a response to each of the recommendations made in the report. Appendix I,
beginning on page 29 is a copy of the response. The additional information needed to clear
the recommendations from our follow-up system can be found as Appendix II beginning on
page 38.

If you or your staff require additional information, please call me at 774-6426.

Sincerely,

//) / (/—\) %
Steven van Beverhoudt, CFE, CGFM
Inspector General

Attachment:
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INTRODUCTION

BACKGROUND

and insurance providers has been entrusted to the Business Office, at the

Juan Luis Hospital (Hospital) on St. Croix. A primary function of the
Business Office is to supervise the enforcement and collection of payment for medical
services provided by the Hospital and to maintain a listing of accounts receivable.

/ I \he collection and oversight of medical cost claims submitted to individuals

The following schedule identifies the amounts of medical costs reported as billed,
collected, and estimated as accounts receivable for fiscal years 1992 through 1996.

Estimated Accounts Receivable
Fiscal years 1992 through 1996*

Fiscal Bills Reported Estimated

Year Issued Collections Accounts Receivable
1992 $ 18,375,000 $ 4,505,000 $13,870,000

1993 22,822,000 6,382,000 16,440,000

1994 25,292,000 5,757,000 19,535,000

1995 19,018,000 10,661,000 8,357,000

1996 25,775,000 12,126,000 13.649.000

$111.282.000 $39.431.000 $71.851.000

*Fiscal year 1997 statistics were not available at the time of our review.

Title 19, Section 273 of the Virgin Islands Code (Code) states that all persons are
required to pay in full for medical care, on a current basis, and in accordance with an
established schedule of fees. Title 19, Section 277 of the Code further states that, no resident
of the Virgin Islands is to be denied medical care because of the inability to pay. The
inability to pay, however, has to be certified on a case by case basis, by the Commissioner
of Human Services. Certification includes identification of individuals and families whose
medical care may be claimed under Federal programs. )

Title 19, Section 286 of the Code also provides for the assignment of accounts
receivable to third parties for collection. Such assignment can be made for any accounts
receivable that remains delinquent 180 days after the date of first billing.



BJECTIVES AND SCOPE

he objectives of the audit were to determine if: (i) the accounts receivable

balances for medical care provided by the Hospital were properly identified;

(ii) procedures were in place to effectively manage the accounts receivable;
and, (iii) adequate steps were taken to collect the accounts receivable.

Our review was limited to the operations at the Hospital covering the accounts
receivable for the St. Croix facility. Specifically, our audit was concentrated in the
Hospital’s Business Office, and other sections as necessary. Data was also obtained from
the Hospital’s computer center, and the private collection agency hired to collect delinquent
accounts receivable. The review was based on current operating procedures and accounts
receivable for the fiscal years 1992 through 1996.

The audit was performed in accordance with "Government Auditing Standards"
issued by the Comptroller General of the United States. We included tests and procedures
that were considered necessary under the circumstances.

As part of our review, we evaluated the internal controls over the Hospital’s

operations to the extent necessary to accomplish the audit objectives. Weaknesses identified
during the review are discussed in the Audit Results section of the report.

PRIOR AUDIT COVERAGE

his is the initial audit of the Hospital’s accounts receivable by the

Virgin Islands Bureau of Audit and Control. An audit report issued

in 1990 by the Office of Inspector General, Department of the
Interior concluded that, the billing and collection procedures at the Hospital were not
effective in ensuring that: (i) bills for services were issued accurately and timely; (ii)
outstanding accounts receivable were collected; and, (iii) cash collections were adequately
safeguarded. The report included 15 recommendations to the Governor of the Virgin Islands.
The Governor did not respond to the report and therefore the recommendations were
considered unresolved.



AUDIT RESULTS

CONCLUSIONS

ur review showed that, although improvements have been made in the

billing and collection for medical services, additional improvements were

needed in certain areas. The Hospital did not: (i) effectively implement
established rules and regulations to properly identify, bill, record, and collect for services
provided; (ii) have a current contract with the private collection agency collecting delinquent
accounts receivable, or monitor contractor operations; (iii) identify and write-off accounts
receivable that may not be collectible, especially the partially funded Federal Medicaid
accounts; (iv) adequately monitor costs for off-island patient care; and, (v) follow-up on
bills returned as undeliverable by the United States Postal Service.

As a result: (i) an effective collection system has not been implemented; (ii) accounts
receivable of $72 million have accumulated, $42 million of which have not been identified
by the Hospital; (iii) the reasons for providers not reimbursing for medical costs were not
being recorded; (iv) the private collection agency’s operations were hampered by untimely
Government referrals, and only about $900,000 of the $13 million referred was reimbursed;
(v) over $1 million was owed the Hospital by other Government agencies who refused to
pay; (vi) over $2.5 million in costs were expended, but not billed, for patients in long-term
extended care; (vii) over $11.5 million of the $15 million identified in Medicaid may not be
recoverable, and another $1.3 million was not billed to Medicaid; (viii) over $2.6 million was
paid by the Hospital for off- island medical care, but patients were not billed; and, (ix)
follow-up action was not taken on returned bills totaling as much as $1.3 million a year.

These conclusions are detailed in the Finding sections of this report.

('S}



FINDING 1 - COLLECTION,

he Hospital has not established an effective system to bill and collect medical

costs from insurers and individuals. Written procedures have been prepared;

however, they have not been fully implemented to: (i) bill insurers and
individuals timely for medical services provided; (ii) establish a follow-up program to
monitor the payments; (iii) record reasons why payments were not being received; (iv)
timely refer uncollected medical bills to a collection agency hired to pursue delinquent
accounts; (v) identify accounts as collectible or uncollectible; and, (vi) take steps necessary
to write-off amounts determined to be uncollectible. As a result of not having implemented
a timely billing and effective follow-up system, the Hospital has accumulated $72 million
in accounts receivable.

Criteria

Title 19, Section 273 of the Code, describes the requirement for payment. It states
that: "All persons except those entitled to full or partial medical care under the provisions of
this chapter shall be required to pay full fees for medical care on a current basis and in
accordance with the schedule of fees." Title 19, Section 277 states that: "No resident of the
Virgin Islands shall be denied medical care because of financial inability to pay the cost..."
The Code section further states that the Hospital, subject to approval by the Governor, and
certification from the Commissioner of Human Services, shall establish reasonable standards
for determining the ability of persons or families seeking medical care at public expense to
pay for the care. The Code is clear in that individuals who have medical coverage or the
ability to pay must do so, and those who don’t, do not have to pay; but this inability to pay
must be verified and documented.

Accounts Receivable Balance

The Hospital does not know the current balance of accounts receivable for medical
services provided to individuals. In order to determine the amounts of accounts receivable,
we requested a listing of the current balances. The Hospital’s Data Processing Section was
unable to provide us with a complete summary of the accounts. They were only able to
provide us with a partial listing and a list of adjustments made to the accounts but not the
balances by type of insurance carrier or Self-Pay.

We estimated that the accounts receivable for fiscal years\1992 through 1996 to be
$72 million. Of this amount, only $30 million has been identified in accounts receivable
listings provided to us, the other $42 million in accounts receivable could not be identified.
Hospital officials indicated that an unknown amount of accounts receivable are maintained
in a "suspense account", however a detailed analysis could not be provided to us. We arrived
at our estimate by comparing the amounts recorded as billed, reduced by the amounts



reported as collected. The following schedule details the estimated accounts receivable by
fiscal year.

Estimated Accounts Receivable
Fiscal Years 1992 through 1996*

%
Fiscal Bills Reported Estimated Accounts
Year Issued Collections Accounts Receivable Receivable
1992 $ 18,375,000 = $ 4,505,000 $ 13,870,000 75.5
1993 22,822,000 - 6,382,000 16,440,000 . 72.0
1994 25,292,000 5,757,000 19,535,000 77.2
1995 19,018,000 10,661,000 8,357,000 439
. 1996 25,775,000 12,126.000 13,649,000 53.0
$111,282,000 $39.431,000 $ 71,851,000 64.6

* Fiscal year 1997 statistics were not available at the time of our review.

As previously indicated, Hospital officials were not able to identify the accounts
receivable balances by insurance provider category. Although the bill summaries provided
to us were classified under the insurance provider categories such as Medicaid, Medicare,
Government Employee Insurance (CIGNA), Commercial Insurers, and Self-Pay, the
collection information provided was not. As a result, we can only estimate the accounts
receivable in total and not by insurance provider category.

Written Procedures

The Hospital has prepared written procedures to follow-up on delinquent accounts;
however, they have not been properly implemented. The computer system is designed to bill
patients, identify amounts owed by provider class or code and has provisions to pursue
collection of delinquent accounts through a system of delinquent reports. The system also
provides a "Notes Inquiry" section to record actions taken to effect collections. We found
that some bills were recorded in the system, but effective in-house procedires have not been
implemented to follow-up on collections. Because of the delays in billing and lack of a
follow-up function, some of the bills were eventually referred to a collection agency.

The current procedure is that, if payment is not received within 90 days of the
hospital discharge date, it is considered delinquent, and referred to the Hospital’s collection



section. If the bills are not collected within an additional 60 days, no further action is taken,
and they are kept for referral to a private collection agency.

Curren ration

The Hospital concentrates its efforts in processing the initial bill for payment of
medical services. This is commendable but only the first step in the collection process. A
system of follow-up for payment of the bills has not been established. If the first bill is not
paid, only minimal effort is used to pursue the collection of the account by the Hospital, and
eventually most of the accounts are transferred to a private collection agency. Numerous
problems have been experienced with this system and the resultant effect is that the Hospital
has lost control of the reimbursements for medical costs. Specifically: (i) five Hospital
employees spend an inordinate amount of time identifying the addresses and insurance
information for the billings; (ii) only one individual has been assigned to follow-up on
collections of accounts receivable; (iii) bills become long overdue, because of the billing
process, and have to be sent to a collection agency; and, (iv) the Hospital has lost
accountability since they do not retain a record of accounts referred to the collection agency.

A change in procedures has required the Hospital to adjust its resources to use an
inordinate amount of time verifying mailing addresses. We were informed that in the past
the Hospital had access to the Water and Power Authority’s (WAPA) mailing list, however,
WAPA has stopped furnishing the mailing list to the Hospital. As a result, five individuals
have been assigned, as part of their billing duties, to verify correct mailing addresses, causing
delays in billings. Also, the effort is only partly successful, as the Hospital receives many
addressee unknown or wrong address returned mail.

Since one person has been assigned to follow-up on uncollected bills, and follow-up
procedures have not been implemented, accounts receivable have been increasing. In our
opinion, the assignment of only one individual to follow-up on uncollected bills is
overwhelming and not adequate.

Case Reviews

The Hospital has experienced only a 35% collection rate over the last five fiscal
years. Of the $111 million billed from 1992 to 1996, only $39 million has been collected.
Collections, however, have increased in recent years, which can be attributed to improved
collection procedures, namely, electronic billing for Government insurance claims, and the
recertification of the Hospital by the Federal Government. This recertification has allowed
the Hospital to collect from Medicare and Medicaid.



We sampled 52 cases to determine if proper collection action was taken, and if not,
which accounts are still considered collectible or uncollectible. The results of our review
showed that in 51 of the 52 cases, $1,666,811 of the total $1,682,844 reviewed may be at
least partly collectible. The remaining $16,033 did not contain enough information for us
to make a final determination on the collectibility of the account. The following schedule
summarizes the results of our review, as well as some reasons why we consider some of the
bills collectible or uncollectible. One recurring problem we encountered with most of the
cases reviewed was a lack of documentation in the patient’s official records to show the
status of the accounts. Some notes were contained on the original bills but the follow-up
actions taken, if any, were unexplained. Without documented proof of actions taken, the
collectibility status of the account can only be estimated.

Cases Total Collectible Uncollectible
Provider Reviewed Amount No. Amount No. Amount
Self-Pay 19 $ 665,819 19 § 665,819 -0- -0-
Medicaid 18 448,974 18 448,974 -0- -0-
Medicare 4 280,902 4 280,902 -0- -0-
CIGNA 4 128,521 4 128,521 -0- -0-
Commercial Ins. 5 127,350 4 111,317 1 16,033
Veterans Admin. 2 31,278 2 31,278 -0-  _-0-
52 $1,682,844 51 $1.666811 1 $16.033

Self-Pay. We identified two problems with the classification of accounts as Self-
Pay: (i) there was no record that other insurance providers had been identified and the ability
to pay was established, and; (ii) there was no record to show that notices requesting payment
were sent to the patients. Of the 19 cases reviewed we estimate that all or part of the
$665,819 in accounts receivable may have been collectible if the proper insurance providers
were identified, or follow-up action had been taken. Information was not in the files or the
computer system to show that the eligibility for services from insurance providers was
established. There was no evidence of notices sent for payment or follow-up actions taken
to request payment. The "Notes Inquiry" section of the computer had no record of any
explanations for follow-up actions taken, or problems encountered with the collection of the
accounts. We found that in some cases the files contained some information recorded on
previous bills to indicate that the patient may have been eligible for some type of insurance
in the past. For example, in two cases the patients were classified as eligible for Medicaid,
and in three cases commercial insurers were identified. In all five cases, the accounts had
been reclassified as Self-Pay without explanation. It may be that the computer system
reclassified the accounts when the accounts reached the 200-day limit for collection prior to
being reclassitied from an insurance provider to Self-Pay. This would be conjecture since
there was no explanation contained in the file. In other cases patients had been classified in
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the past as Medicare or Medicaid eligible, but there was no evidence that the eligibility was
determined and billings provided. In any case, proper initial eligibility determinations,
billings, and follow-up actions may have resulted in some of the medical costs, if not all,
being recovered.

Medicaid. Our sample included 18 cases valued at $448,974 that we consider
potentially collectible. Our review of the cases disclosed problems with the accounts not
being submitted, missing or inaccurate data, and expired cards that may or may not be
renewable. Better submission of data and proper follow-up may have resulted in collection
of some of these delinquent accounts. For example: (i) in three cases the Medicaid eligibility
date had either expired or was near expiration and, there was no indication of renewal,
(i) in two cases the medical data was missing or incomplete; (iii) in three cases the
data appeared to be complete, but there was no record of submission of the account for
payment; and, (iv) the remaining cases contained no information of submission for payment,
or any other action. We contacted the Medicaid office in regards to these cases, and they
indicated that their records showed that none of the cases had been submitted. We consider
all 18 cases as potentially recoverable if further action is taken to resolve the clerical
problems, and cases are submitted for payment.

Medicare. Four of our sampled cases, valued at $280,902 were listed as Medicare
cases. In all four cases the potential for payment of some of the costs was possible if the
cases had been properly followed-up. In three of the cases, we identified that they had been
billed in December 1996 and January 1997. No other information was noted on any follow-
up activity, and the cases remain open. The last case involved a patient identified as a
resident of St. Thomas, with no information regarding any follow-up activity. Proper
follow-up action may result in these four cases being partly or fully collectible.

CIGNA. The four cases reviewed as payable under CIGNA were all considered
collectible. In all four cases there was no indication that a bill had been submitted for
payment. The medical services were provided in 1995 and 1996 to Virgin Islands
Govermnment employees. Based on our inquiries we were informed that, the bills would be
submitted to CIGNA. Payment of all or part of the $128,521 recorded for these cases was
not known at the time of our review.

Commercial Insurers. Our sample included five cases where the carrier was a
commercial insurer. Billings for the five cases totaled $127,350. Of this amount we
consider four cases totaling $111,317 as collectible if further action is taken to furnish the
information requested by the insurer. The last case is questionable but if reclassified as Self-
Pay, may be partly or all collectible. The insurer denied the claim due to a pre-existing
medical condition. This case may be uncollectible, if so, consideration should be given to
reclassify the case as Self-Pay.



Veteran’s Administration. The two cases reviewed showing the Veterans
Administration as the insurer, identified services of $31,278 provided to two eligible
individuals in 1996. The files and computer notes, did not contain any information
indicating that a claim was ever filed. The individual responsible for the submission was no
longer employed and no one knew anything about the cases. These cases, as well as other
Veteran Administration cases, should be researched, billed and followed-up for collection.

Recommendations
We recommend that the Chief Executive Officer:

1. Obtains a current listing of all accounts receivables, and rebill the insurers and
individuals for the balances.

2. Implements the procedures established to bill insurers or individuals timely for
medical services provided. Ensure that bills are sent within the established time frames to
avoid non-payment due to the filing date being exceeded.

3. Ensures that the follow-up system is utilized and contacts recorded. Ensure that
additional data needed to process the claims is promptly provided.

4. Requests the assistance of WAPA in verifying addresses of individuals who
received medical services. Request the assistance of the Attorney General if necessary.

5. Reevaluates the possibility of assigning other individuals to the collection process.

6. Takes all steps necessary to write-off uncollectible amounts.

Hospital’s Response

The Hospital’s response, dated March 5, 1998, did not indicate specific agreement
nor disagreement with the recommendations made. Some of the responses implied
disagreement or that the recommendations had already been implemented. However, no
reason was given for disagreement nor evidence provided to show implementation.

For the first recommendation, to obtain a current listing of all accounts receivable and
rebill insurers and individuals, the Chief Executive Officer indicated that an accounts
receivable report was printed.

The response to our second recommendation, relating to ensuring timely billings
stated that "Electronic Billing was implemented since August 1996." It further stated that
for tiscal year 1997, collections increased due to faster processing.



Regarding the third recommendation relating to the utilization of a follow-up system,
it was indicated that daily status reports are obtained from the electronic billing, and service
representatives are responsible to utilize the reports and enter information in the system for
future reference.

In response to our recommendation that the assistance of WAPA be requested to
verify individual addresses, the response stated that assistance had been requested from
WAPA, Vitelco and Cable TV, however, they have refused stating that their client’s listings
were confidential.

For the fifth recommendation on reassigning individuals to the collection process, it
was stated that "Electronic Billing and the Credit Bureau Agency have eliminated the need
for assigning employees to collections."

Inspector General’s Comments

Regarding the first recommendations, as reported in our finding, a partial listing was
provided for our review. However, the listing was incomplete and did not provide a
summary of the accounts. The response does not identify what type of listing was prepared,
nor does it address the $42 million in the "suspense" account that could not be identified.
In addition, as shown in the cases, reviewed some bills were not sent to the insurance
provider or individual until we brought it to the attention of Hospital officials. We consider
this recommendation unresolved.

The Hospital has claimed that improvements in the billing and collections from
insurance companies has resulted because of the implementation of an "Electronic Billing"
system. We consider the second recommendations resolved. We will review this area at a
later date.

Although the response to our third recommendation, dealing with the
implementation of a follow-up system, indicated that one was in place, no evidence was
provided to show that the stated procedures were being followed. As indicated in our report,
one recurring problem encountered with most of the cases reviewed was a lack of
documentation in the patient’s official records to show the status of the accounts. In
addition, the "Notes Inquiry" section on the system, for the cases reviewed, did not indicate
the status of the collection attempts. This recommendation remains unresolved.

In the Hospital’s response to Finding 6 on Returned Mail, it was indicated that proof
of address is now being required of patients. It was hoped that this would reduce the number
of wrong addresses being given. We consider the recommendation resolved and will review
the area at a later date.



The response to the fifth recommendation implies that there is no follow-up action
of accounts receivable by Hospital personnel because,"Electronic Billings and the Credit
Bureau Agency [private contractor] have eliminated the need for assigning employees to
collections." We interpret this to mean that once the initial bills are sent, the accounts
receivable are turned over to the private collection agency. In essence, the Hospital has
privatized the collection functions. We feel that a thorough analysis should be done to
determine the benefits of privatizing the Hospital’s collection activities as opposed to
upgrading the functions internally, with the eventual phasing-out of the contractor. We
consider this recommendation unresolved.

In response to a similar recommendation in Finding 5 on Extended Care Services, it
was indicated that the Board is developing a policy to write-off uncollectible accounts. We
consider the recommendations resolved, and will review the area at a later date.



FINDING 2 - PRIVATE CONTRACTOR COLLECTIO

private collection agency was collecting delinquent accounts receivable for

the Hospital on St. Croix without having a valid contract. The contract

expired in January 1996, and a new contract has not been negotiated.
Hospital personnel relied on the contractor to notify them of the amounts collected since they
did not; (i) keep a listing of accounts forwarded for collection and, (ii) did not monitor the
collection process. In addition, the Hospital did not refer delinquent accounts on a timely
basis. There was no evidence that in-house collection capabilities were evaluated prior to
negotiating the contract. As a result, the Hospital had no method of judging the contractor’s
performance, and had not explored the potential for negotiating a more reasonable contract
or performing the collections in-house. Collections reported by the contractor amounted to
only $1.3 million, or 10% of the $13 million referred, with the Hospital receiving $900,000,
and the contractor keeping $400,000 in fees.

Criteria

Title 19, Section 286 of the Code states that any accounts receivable of any hospital
or clinic of the Virgin Islands Government which remains delinquent for 180 days after the
date of the first billing may be assigned to a third party for collection.

In addition, Title 32, Section 232 of the Code states that one of the duties of Property
and Procurement is to purchase or contract for all contractual services, required by any and
all departments, institutions, and other agencies of the Virgin Islands Government.

Contract

The Hospital did not have a valid contract with the private collection agency for
collecting delinquent accounts receivable. We obtained a copy of the contract, however, there
was no information on how the company was selected and the contract negotiated. We were
informed by Hospital personnel that the contact was awarded on a sole source basis since the
collection agency was the only company doing this type of work. This assertion is not
supportable since as previously indicated, there were no files at the Hospital or Property and
Procurement related to any contract negotiations.

Our review of the contract showed that it was signed by all required personnel in
accordance with the provisions of the Code. The contract however; expired in January 1996.
Since we raised the issue, we were eventually informed that the contractor was now
operating on a month-to-month basis. This is not i accordance with the provisions of Title
31, Section 232 of the Code which states that it is the responsibility of the Commissioner of
Property and Procurement to purchase or contract for all services. We were also informed
that it is contemplated that a new contract will be negotiated. We were not provided with
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any data on the impending contract. Competitive bids or negotiations must be used for any
new contract as required by the Code.

Contractor Performance

Under the five year contract, the contractor was to be provided a minimum of
$100,000 in accounts receivable per month and was to reimburse the Government it’s share
of collections on a weekly basis. The percentage of collections to be retained as a fee was:
33 1/3% for local collections; 35% for court judgements; and, 40% for debts collected from
debtors residing outside of the Virgin Islands.

. The Hospital did not have any method of monitoring the contract to ensure that all
collections were being reported. They did not retain a copy of the cases, or maintain a listing
of the cases referred. They relied entirely on the contractor.

We reviewed the collection records maintained at the contractors office and found
that the contractor was reimbursing the Government’s share of reported collections in
accordance with the contract. We sampled some cases and found that the contractor’s
records were very detailed and showed a good history of the cases provided by the Hospital.

Referrals

The Hospital was not referring delinquent accounts receivable to the contractor on
a timely basis. As a result, collections were not being maximized. Only 10% of the $13
million referred were reported as collected.

As previously indicated, the Code states that, any accounts receivable remaining
delinquent for 180 days after billing can be assigned for collection to a third party. The
Hospital has not established a procedure to record and refer delinquent accounts to the
contractor in accordance with the provisions of the Code. As explained in FINDING 1 -
COLLECTIONS, at the time of our review, the Hospital had a balance of $72 million in
accounts receivable. Hospital officials indicated that an unknown amount is maintained in
a "suspense account", however a detailed analysis could not be provided.

We were also informed that accounts receivable for fiscal years 1995 and 1996 have
not been acted on by the internal collection section at the Hospital, nor have they been
referred to the collection agency for collection. Our computation of the amounts billed, and
collected shows that about $22 million is uncollected for these two years. The contractor
indicated to us that one of the reasons why collections are low is because referrals from the
Hospital are very old.
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In-Hou apabili

There is no indication that the Hospital has considered improving and expanding their
in-house collection capability. As mentioned in FINDING 1 - COLLECTIONS, only one
person has been assigned the total function, an impossible task. Under the current
procedures, a system of forms notifying patients of their financial obligations to pay for
services provided has been prepared but not implemented. In our opinion, steps should be
taken to establish an efficient and effective in-house collection system. This can eventually
result in the phase-out of the private collection agency.

Recommendations
We recommend that the Chief Executive Officer:

1. Ensures that a new private collection contract is awarded in accordance with the
competitive requirements of the Code.

2. Ensures that when the private collection contract is issued: (i) a record of the
accounts transferred is kept; (ii) qualifying accounts are referred timely; and, (iii) proper
oversight is initiated over contractor activities.

3. Maximizes revenues by developing an effective in-house collection capability to
collect the accounts receivable, which will eventually eliminate the need for the private
collection contract.

Hospital’s Response

For the first recommendation on ensuring that a new contract be awarded in
accordance with the Code, the Hospital indicated that a contract had been forwarded to the
Department of Property and Procurement for approval.

In the response to the second recommendation relating to the monitoring and timely
referral of accounts, it was stated that: (i) copies of reports given to the Credit Bureau are
kept in the Hospital; (ii) accounts that are due for six months and over are referred to the

Credit Bureau; and, (iii) close monitoring is done.

There was no response to the third recommendation.

Inspector General’s Comments

Based on the response’s claim that a contract has been forwarded to the Department
of Property and Procurement, we consider the first recommendation as resolved.
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Regarding the second recommendation on monitoring, as discussed in this section
of the report, at the time of our review, the Hospital could not provide us with copies of case
files referred to the collection agency, nor could they provide a detailed listing of referrals.
In addition, during our discussions with an official of the contractor, it was indicated that
problems were being experienced because of delays in referring accounts. The Hospital, in
their response, indicated that the contractor is currently being monitored. We consider the
recommendation resolved, however, we will review this area at a later date.

Since no response was made to the recommendation dealing with establishing an in-
house collection function, we consider this recommendation to be unresolved.



FINDING 3 - GOVERNMENT SERVICE,

osts of medical services provided to other Government agencies were not

always collected or identified by the Hospital in their computer system.

There was over $1 million in accounts receivable owed by other
Government agencies. Two reasons were given why reimbursements were not made. They
included an alleged lack of funds by the agencies and a refusal to pay. Of the $1 million
owed, 63% is attributable to the Bureau of Corrections.

Amoun we

The following scﬁedule highlights the areas where accounts receivable have
accumulated and the amounts. Hospital officials could not provide the amounts by fiscal
year, and all the amounts are listed as outstanding.

Accounts Receivable
Government Agencies
Fiscal Years 1993 Through 1996

Agency Amount
Bureau of Corrections $ 644,546
Health 345,086
Human Services 13,533
*Crisis Stability Center 19,147
$1.022.312

*Non-profit organization

We were able to obtain some rationale given by the agencies for non-payment of
medical services provided, we attribute the overall cause to a lack of funds. The Bureau of
Corrections cited a lack of funding as the reason for non-payment. If this is true, then,
consideration should be given to funding the projects directly to the Hospital for the use of
the facilities and reducing the budgets of the agencies involved in receiving the service.

Recording Costs

The Hospital does not identify costs of medical services for Government agencies in
their computer system. Reports are prepared by review of the manual files maintained in
the Business Office. As a result there is no assurance that all costs for medical services
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provided to Government agencies, have been identified. Costs may also be understated
because medical services provided to prisoners are categorized as Self-Pay. Costs for fiscal
years 1995 and 1996 were generally supported, but fiscal year 1994 and prior could not be
reconciled because some of the medical bills were not available.

Bureau of Correction

The Hospital has attempted to recover costs generated for medical services provided
to the Bureau of Corrections. These costs are usually for physicals, physical therapy, and in-
patient services provided to prisoners. As can be seen from the preceding schedule, these
costs, currently at $644,546, or over 50% of the total medical costs for services provided to
other Government agencies. We were able to identify two instances where the Hospital
attempted to recover some of the costs.

In March 1996, the Chief Executive officer sent a letter to the Bureau of Corrections,
with a copy to the Attorney General, requesting payment of $463,427 owed as of February
1996. They received no response. We questioned Bureau of Corrections officials about this
debt, and were informed that, although the debt was not questioned, the Bureau did not have
the funds to reimburse the Hospital. Also, the obligation was included as part of the
Bureau’s budget request to the Virgin Islands Legislature; it was not funded.

A second request was made in March 1997 for payment of $644,546 in medical
services provided. A response was not received, and the debt remains unpaid. The Hospital
has no recourse when other Government agencies refuse to pay other than requesting a
special appropriation, enacting a formal agreement to pay, and eventually requesting the
assistance of the Virgin Islands Attorney General. Another alternative is to fund the money
directly as part of the Hospital’s budget and reducing the appropriation of the various
departments by a like amount.

Recommendations

We recommend that the Chief Executive Officer:

1. Establishes procedures to identify and bill for medical services provided to other
Government agencies.

2. Develops interagency agreements to require Government agencies to accept
responsibility to pay for services received.

3. Requests that the Office of Management and Budget include the estimated costs
for prisoner services.



Hospital’s Response

This response indicated that procedures have been established to account for and to
bill on a monthly basis, government agencies that receive services from the Hospital.

There was no response to the second recommendation dealing with the development
of interagency agreements with Government agencies.

In response to the third recommendation, the Hospital indicated that requests have
been made to the Office of Management and Budget and the Legislature to establish an
account for agencies that owe the Hospital for services provided.

Inspector General’ mments

We consider the first recommendation resolved, however we will review the area at
a later date.

The second recommendation is considered unresolved since no response was made.
Our concern here is the fact that many agencies feel that since the services are being provided
from one Government agency to another, no liabilities occur, and therefore the bills do not
have to be paid. This is why we recommend that agency agreements be developed.

We consider the third recommendation resolved. However, we do recommend that

the Hospital continues to stress to the Office of Management and Budget and the Legislature
the need to have agencies that use the Hospital for medical services pay for the services.
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FINDING 4 - MEDICAID

Procedures have not been implemented to ensure that: (i) only costs for
Medicaid eligible individuals were included; (ii) all charges were billed
timely; and, (iii) costs were properly reported to the Federal Government.

! I \he Hospital has not adequately classified or reported Medicaid costs.

Our review of the Medicaid accounts receivable for fiscal years 1992 through 1996
revealed that $11.5 million of the $15 million in accounts receivable may not be collectible.
Another $1.3 million had not been claimed for collection. As a result: (i) the $11.5 million
in Medicaid accounts receivable may have to be written-off; (ii) patients classified under
Medicaid, may not have been eligible; and, (iii) the Federal Government may not have been
apprised of the total Medicaid costs, thereby not providing an accurate picture of the
unreimbursed Medicaid costs.

Background

Under Title 19, Section 278 of the Code, the Department of Health (Health) is
required to prepare a plan and related procedures necessary to facilitate Federal financial
participation under Title XVIII and Title XIX of the Social Security Act, and to receive and
expend all funds made available by the Federal Government.

In the Virgin Islands, funds are received on a quarterly basis by the Health Insurance
and Medical Assistance Office. The funds received are to be divided equally between St.
Thomas/St. John and St. Croix. Reimbursements are limited to the maximum allotted under
the Federal grant. Costs in excess of the grant limit are absorbed by the provider of the
medical services. Medicaid ceilings established by the Federal Government for fiscal years
1992 through 1996 were:

Medicaid Ceilings Received

Fiscal Year Amount
1992 $ 2,600,000
1993 2,600,000
1994 3,832,000
1995 4,030,000
1996 4,220,000

$17,282.000




Federal Participation

The Federal Government participates in the Medicaid program by providing funds
to aid states and territories. Due to the limited amount of Federal reimbursement in the
program, it is important that only qualified Medicaid costs be included and reported to the
Federal Government. There is no guarantee that the Federal participation will increase, but,
presenting a clear and accurate statement of costs can only help in the appeal for more
Federal participation.

Under the Medicaid program, the Federal Government has imposed fiscal ceilings
on the contributions they will reimburse to the states and territories. In a 1967 amendment
to the Social Security Act the fiscal ceiling was established. The ceiling was raised to
$3,832,000 in fiscal year 1994 under the Federal Omnibus Budget Reconciliation Act of
1993. Except for special situations, the increases were based on the consumer price index
of about 5% per year. Information submitted to us showed that the ceilings for the fiscal
years 1992 through 1996 ranged from $2,600,000 to $4,220,000. Since these amounts are
divided equally between the St. Thomas/St. John and the St. Croix districts, the portion
allotted to the St. Croix district was about $1,300,000 for fiscal year 1992 increasing to
$2,110,00 for fiscal year 1996 as follows.

Fiscal Year St. Croix’s Share
1992 $ 1,300,000
1993 1,300,000
1994 1,916,000
1995 2,015,000
1996 2,110,000

$ 8.641.000

The amount of reimbursements received by the Hospital for medical services under
Medicaid, do not approach the expended amounts. Therefore, it is important that all costs
be reported. Full reporting to the Federal Government can influence the potential increases
in funding in future years.

Medicaid Eligibility \

The Hospital was not properly identifying individuals being provided medical
services under Medicaid as being eligible for such services. The inability of the patient to
pay has to be established, and the individual certified as Medicaid eligible. Medicaid eligible
individuals are provided with a Medicaid card certifying that they do not have the financial
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resources to pay for medical services, and are not eligible for such services under a qualified
medical insurance plan.

The Code specifies that no resident of the Virgin Islands shall be denied medical care
because of the inability to pay for such services; however the inability to pay has to be
established. Title 19, Section 277 of the Code specifies that the Commissioner of Health,
with the advice of the Commissioner of Human Services, shall establish the standards for
providing medical care to persons or families seeking care at public expense. The
Commissioner of Human Services is required to certify to the Commissioner of Health the
extent to which persons are able to pay, and identify the individuals or families whose
medical care may be claimed for Federal participation.

The Hospital did not ensure that all individuals billed under Medicaid were eligible
for participation under the program. We reviewed 417 Medicaid bills that were classified
to be written-off, in order to determine the reasons why they were considered uncollectible.
Our review of the accounts showed that the major reasons were ineligibility and late filing
for reimbursement. The following are the results of our review of the 417 bills valued at
$202,738.

Number of
Reason for Non-Payment Cases Amount
Medicaid card had expired 267 $ 130,573
Filing time period expired 132 58,189
Medicaid not primary insurer _18 13.976
417 $ 202,738

As can be seen the proper insurer has not been identified in 285 cases where
individuals were ineligible or Medicaid was not the primary insurer. Proper billing to other
insurers or the individual as Self-Pay, may have resulted in some recovery of these costs.
Late filing is inexcusable, and timely submission of bills to Medicaid could result in some
type of reimbursement. A procedure has to be implemented to ensure that insurers are
properly identified and billed timely.

Unbilled Costs .

The Hospital did not identify and submit all costs classified as Medicaid eligible. As
mentioned, the Hospital did not provide us a listings of accounts receivable by provider,
therefore we examined the amounts billed and claimed in total. We found that for the fiscal
years 1992 to 1996, 48,581 Medicaid bills were issued with a value of $21.207,165, the
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amount of bills reported to Medicaid for reimbursement was 41,862 valued at $19,922,088.
As aresult, 6,719 bills valued at $1,284,357 were not reported to Medicaid for payment. We
were informed that the under-billing was attributable to the lack of sufficient computer
equipment in fiscal year 1992 to process claims to the Health Insurance and Medical
Assistance Office.

Recommendations
We recommend that the Chief Executive Officer:

1. Implements procedures'to ensure that Medicaid eligibility is established and
supported by a valid Medicaid card.

2. Implements procedures to ensure that billings are prepared timely to prevent
expiration of the eligibility period.

3. Reports all Medicaid costs for payment to the Federal Government.

4. Takes all steps necessary to write-off uncollectible amounts.

Hospital’s Response

The Hospital’s only comments were that reports are submitted monthly as required
by the Federal Program.

Inspector General’s Comments

We consider the first three recommendations in this section as unresolved. As shown
in this section of the report, we sampled 417 Medicaid bills that were not paid and found that
they were rejected because: (i) the Medicaid card had expired; (ii) the filing period had
expired; or, (iii) Medicaid was not the primary insurer. We do admit that Medicaid
reimbursements are very small when compared to the actual Medicaid patients seen,
however, it is important that only Medicaid eligible patients’ charges be submitted for
reimbursement, and the claims be submitted timely.

The Hospital’s indication in Finding 5 - Extended Care Services that the Board is
developing a policy to write-off uncollectible amounts is sufficient to consider the fourth
recommendation resolved. We will review this area at a later date.
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FINDING 5 - EXTENDED CARE SERVICE,

he Hospital is not recording as accounts receivable, costs associated with

long-term care for patients classified as "In-House". Costs were accumulated

but not billed until the patient was discharged or deceased. The Hospital also
has not established a policy to attempt to collect part of the costs from the families of the
patients or the estates, in the case of death. Long-term cost for these patients have
accumulated because: (i) their relatives have indicated that they cannot care for them; or, (ii)
insurers have indicated that the costs are excessive and some costs unnecessary. As a result,
over $2.5 million in costs remain as accounts receivable, are accumulating, and may never
be collected. Also, families of the patients have not been made aware that refusal to accept
elderly patients in their homes is in violation of the Code.

Recording In-House Ext‘end Care

The Hospital was not recording as accounts receivable, costs for medical services
provided to "In-House" extended care patients, until the individual was discharged or
expired. In some cases costs were being accumulated for over two years. During our review
we identified at least 13 cases with costs of over $2.5 million, which could be classified as
"In-House" extended care. Costs identified for long-term care can be as much as $135,000
per year. In five cases, with costs of $1.3 million, the patients were still in the Hospital, and
had been there for nine months to over two years. In the other eight cases, over $1.5 million
in medical costs had been accumulated prior to the patient’s discharge. The patient’s had
been in the Hospital for an average of one year, ranging from 124 days to 561 days.

Active Extended Care. Three of the patients still in the Hospital were elderly
patients while the other two were 17 and 31 years old. The costs, to date, associated with
these five patients was $1,228,162. These patients are classified as "In-House" extended care
and the costs are not billed, remain unpaid, and are accumulating. In all five cases the
relatives do not want the responsibility for taking care of the individuals. No bills have been
processed for these patients and there is no indication of imminent discharge. Arrangements
have not been made to bill on a monthly basis. In cases where the family is receiving a
benefit check for the individual, or has the capability of making partial payments,
arrangements have not been made to recover part of the medical costs. If it is deemed by the
Hospital, in conjunction with the Department of Human Services, that there is no way to
recover any costs or the individuals can’t be placed in a long-term facility, arrangements
should be made to write-off the costs. )

Discharged Patients. We identified $1,546,488 for eight patients who had been
discharged after extended time in the Hospital ranging from 124 to 561 days. Medicare
reimbursements for seven of the eight patients amounted to $256,092 resulting in accounts
receivable of $1,290,396. Since the Hospital is not a long-term care facility, the additional
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costs could not be recovered from Medicare, and they may be uncollectible.

Recommendations
We recommend that the Chief Executive Officer:

1. Establishes procedures to ensure that individuals considered to be long-term care
patients are identified, costs are recorded, and the ability or inability to pay is established.

2. Bills, preferably on a monthly basis, "In-House" patients or family members, who
have been determined to have the ability to pay for medical services.

3. Takes the necessary steps to write-off costs from patients who have been deemed
unable to pay. ' '

Hospital’s Response

The response stated that approval has been granted to establish a long-term care unit.
Once established, collection procedures will be followed in the same manner as with other
Hospital patients. In addition, the Board is developing a write-off policy for uncollectible
accounts.

Inspector General’s Comments

We consider all three recommendations as resolved. We do however, want to stress
the point that patients should be billed on a monthly basis especially when long-term patients
are hospitalized for several months or even years.



FINDING 6 - OFF ISLAND PATIENT CARE

osts for medical services provided to Hospital patients transferred off-island,

were not being recovered. The Hospital had not established procedures to:

(i) bill and collect from patients for medical services paid to off-island
medical facilities; and, (ii) recover the transportation costs associated with those services.
The Hospital reimburses off-island hospitals, but does not in turn bill the patients for these
services. As a result, about $2.6 million in off-island care costs incurred in fiscal years 1995
and 1996, have not been billed or collected.

Patient Transfers

The Hospital was not billing patients for medical and transportation costs associated
with services provided by off-island hospitals. For fiscal years 1995 and 1996 we identified
$2,264,498 in medical costs and $324,517 in transportation charges that were paid to off-
island hospitals but not subsequently billed to the patients.

Under the current guidelines, if it is deemed that the medical facilities at the Hospital
are not adequate to provide needed medical services for serious illnesses, the Hospital makes
provision to have these services provided at off-island hospitals. These services are usually
provided in Puerto Rico, St. Thomas, Barbados, Florida, or Washington, D.C. The two costs
involved are; medical costs, and transportation costs, usually airfare such as Medicare or
air ambulance.

The Hospital identifies the insurer and informs the off-island hospital of the insurers
to bill. In the case where insurance is not identified or the insurance carriers do not
reimburse the off-island hospitals, the St. Croix Hospital is billed. The Hospital in turn pays
the off-island hospitals and has to bill the patient.

We found that the Hospital complied with some of the requirements but did not
follow up on billings to the patients for the services upon their return to St. Croix.

Recommendations

We recommend that the Chief Executive Officer:

1. Ensures that an account receivable is established for the medical and transportation
costs not paid by patients or medical insurers directly to oft-island hospitals, but paid by the

Hospital.

2. Recovers, by billing the patient, the amounts paid by the Hospital for otf-island
services.
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Hospital’s Response

The response claims that transfer patients are being monitored and payments are
handled by the Comptroller’s Office. In addition, patients are being billed.

Inspector General’s Comments

As stated in the report, we identified $2.6 million in 1995 and 1996 costs that were
paid by the Hospital, but not billed to the patients. The Hospital’s claim that patients are
now being billed will be reviewed at a later date. We consider the recommendations as
resolved. o
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FINDING 7 - RETURN MAIL

he Hospital was not following up on unpaid bills returned by the United

States Postal Service as undeliverable. Procedures have not been established

to record these unpaid bills for follow-up action and collection. The major
reason for the deficiency was that the initial address given by the patients was incorrect. As
a result, we estimated that action was not taken on $1.3 million per year in returned unpaid
bills.

Mail Returns

The Hospital did not follow-up on medical bills returned as addressee unknown or
wrong mailing address. A procedure had not been established to research the address. We
could not ascertain the extent of the returned mail, since no record was maintained, and the
unopened bills were kept in cardboard boxes. We examined the mail for two months,
January and February 1997, and found that 262 bills had been returned as undeliverable for
a variety of reasons including: "address unknown"," unclaimed"," no mail receptacle", and
"attempted - not known". These bills totaled $210,294 in medical charges that may not be
collectible due to incorrect addresses. Projecting this total, assuming that these were average
months, we estimate that at least $1.3 million a year may be considered uncollectible
without further research. During our review we were informed that the bills would now be
referred to the private collection contractor for follow-up.

Intake Procedures

The large numbers of undeliverable mail returns can be attributed primarily to
inadequate intake procedures. One of the key items of information to be recorded upon
patient intake is a verifiable address. Proof of a mailing address has to be verified upon
patient entry.

Sections V and VI of the Hospital’s Business Office Policies and Procedures are very
specific on the importance of verifying addresses upon admission. Section V states that;
"The Admitting officer or clerk handling the admissions must be certain that the addresses
...for each patient is very clear, complete and current”, ...and, "The Admitting officer shall
be responsible for verifying the accuracy of the addresses given by the patient”. Section VI
further emphasizes that, accurate data is needed in order for the Business Office to carry out
its functions of billing and collecting for medical costs. )

As mentioned in another part of this report, an aid to identifying correct addresses has

not been used. The cooperation with WAPA has to be established in order to assist in
verifying the accuracy of the addresses.
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Recommendations
We recommend that the Chief Executive Officer:

1. Establishes a procedure to ensure that all returned bills are researched for address
verification and follow-up billings are issued.

2. Emphasizes to intake personnel the importance of verifying that addresses given
during patient intake are supported by proper identification; for example a WAPA bill.

3. Requests the assistance of WAPA in verifying addresses of patients whose bills
have been returned. Request the assistance of the Attorney General, if necessary.

Hospital’s Response

The response indicated that proof of address is now being required to avoid returned
mail. In addition, it was stated that returned mail will be given to the collection agency for
further action.

Inspector General’s Comments

We consider the recommendations to be resolved, and will review the area at a later
date.



APPENDIX I

THE GOVERNMENT OF THE UNITED STATES VIRGIN ISLANDS
= ————————— -5

The Governor Juan F. Luis Hospital and Medical Center
No. 4007 Estate Diamond Ruby
Christiansted, St. Croix U.S.V.I. 00820-4421

Office of the
Chief Executive Officer 809-778- 7993

March 5,1998

Mr. Steven Van Beverhoudt
Inspector General

V.1 Bureau of Audit and Control
#75 Krondprindsens Gade

St. Thomas, U.S.V.1. 00801

Dear Mr. Van Beverhoudt:

In reference to your Preliminary Audit Draft Report - Accounts Receivable for the Governor
Juan F. Luis Hospital and Medical Center attached please find our responses to vour
recommendations.

If any additional information is required or a meeting to discuss this matter is necessary, please

do not hesitate to contact my office at 778-6311, Ext. 2717.

Sincerely,

-3
’//f/ x v/
’ [ L A A
George H McCoy
Chief Executive Officer

ce: CFO
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APPENDIX 1
Government of

The Virgin Islands of The United States

Governor Juan F. Luis Hospital & Medical Center

George H. McCoy #4007 Est. Diamond Ruby
Chief Executive Officer Christiansted, St. Croix
(340) 778-6311 ext. 2717,2715 U.S.V.I. 00820-4421

Fax: (340) 778-4643 o Fax: (340) 778-5500

PRELIMINARY AUDIT DRAFT REPORT
ACCOUNTS RECEIVABLE - STX HOSPITAL

RECOMMENDATIONS:
We recommend that the Chief Executive Officer:

1. Obtain a current listing of all accounts receivable, and rebill the insurers
and individuals for the balances.

2. Implements the procedures established to bill insurers or individuals
timely for medical services provided. Ensure that bills are sent within
the established time frames to avoid non-payment due to the filing date
being exceeded.

3. Ensures that the follow-up system is utilized and contracts recorded.
Ensure that additional data needed to process the claims is promptly
provided.

4. Request the assistance of WAPA in verifying addresses of individuals

who received medical services.

5. Re-evaluates the possibility of assigning other individuals to the
collection process.



Preliminary Audit Draft Report

Accounts Receivable — Page 2 APPENDIX I

RESPONSE:

1. An account receivable report by Financial Class, including balances due
and payments from Insurance Companies was printed by the Computer
Department.

2. The Electronic Billing was implemented since August 1996. Collections

for Fiscal Year 1997 have increased due to faster processing and
reimbursement of Insurance Companies.

3. Daily status reports are obtained from NEIC (Electronic Billing) and
service representatives are responsible to utilize such reports and enter
information in system for future reference.

4. On several occasions we have requested the assistance of WAPA, Vitelco
and Cable TV in obtaining a listing of mailing addresses of their clients;
but they have stated that their client’s listing are confidential and not for
sale.

U

Electronic Billing and the Credit Bureau Agency have eliminated the
need for assigning employees to collections.
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Preliminary Audit Draft Report
Accounts Receivable — Page 3

APPENDIX I
RECOMMENDATIONS:
We recommend that the Chief Executive Officer:
1.  .Ensures that a new private collection contract is awarded in accordance
with the competitive requirements of the Code.
2. Enéures that when the private collection contract is issued: (1) a record

of the accounts transferred is kept; (II) qualifying accounts are referred
timely; and (III) proper oversight is initiated over contractor activities.

3. Maximizes revenues by developing an effective in-house collection
capability to collect the accounts receivable, which will eventually
eliminate the need for the private collection contract.

RESPONSE:

1. The Board has reviewed the contract of the Credit Bureau Agency and
same has been sent to the Department of Property & Procurement for
approval. |

2. Copies of reports that are given to the Credit Bureau are kept by the

collection agent in the hospital. Accounts that are six months and over
are turned over to the Credit Bureau Agency for collection and close
monitoring at months’ end is done to ensure that agency is working with
the established procedures in the collections of our revenues.
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RECOMMENDATIONS:
We recommend that the Chief Executive Officer:

1. Establish procedures to identify and bill for medical services provided to
other Government Agencies.

2. Develops interagency agreements to require Government agencies to
accept responsibility to pay for services received.

3. Requests that the Office of Management and Budget include the
estimated costs for prisoner’s services.

RESPONSE:

1. Individual financial type has been established for control and
accountability of balances owed to the Hospital by all government
agencies. All government agencies are billed on a monthly basis.

2. Each fiscal year we have requested that the Office of Management &
Budget and the Legislature establish an account for all government
agencies owing the Hospital for services rendered to their patients.

Y
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APPENDIX I
RECOMMENDATIONS:
We recommend that the Chief Executive Officer:
1. Establish procedures to ensure that individuals considered to be “In-

House” long-term care patients are identified, costs are recorded, and
the ability or inability to pay is established.

2. Bills, preferably on a monthly basis, “In-House” patients or family
members, who have been determined to have to the ability to pay for
medical services.

3. Take the necessary steps to eliminate costs from patients who have been
deemed unable to pay.

RESPONSE:

1. The hospital has received approval to establish a long-term care unit and
the Medicare Intermediary has been asked to establish a rate. Once that
is done the same collection procedures will be followed as for the rest of
the hospital patients.

2. The Board is working on a Policy to write off self-pay uncollectible
accounts.
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APPENDIX I
RECOMMENDATIONS:
We recommend that the Chief Executive Officer:
1. Implements procedures to ensure that Medicaid eligibility is established
and supported by a valid Medicaid Card.
2. Implements procedures to ensure that billings are prepared timely to
prevent expiration of the eligibility period.
3. Monthly reports are submitted to M.A.P. Office for in/out patients

according to their billing rules and regulations with the necessary
information that is requested by the Federal Program.
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APPENDIX I
RECOMMENDATIONS:
We recommend that the Chief Executive Officer:
1. Establish a procedure to ensure that all returned bills are researched for
address verification and follow-up billings are issued.
2. Emphasizes to ihtéke personnel the importance of verifying that

addresses given during patient intake are supported by proper
identification; for example a WAPA Bill.

3. Requests the assistance of WAPA in verifying addresses of patients
whose bills have been returned.

RESPONSE:

1. All cost centers are requesting proof of address, verification of
employment, social security and insurance cards, WAPA, Vitelco, Cable
TV bills to ensure that correct mailing address is obtained to avoid
returned mail.

2. Returned mail due to incorrect address given by patients in avoiding
paying for hospital services will be given to the Credit Bureau Agency for
collection.
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APPENDIX 1
RECOMMENDATION:
We recommend that the Chief Executive Officer:
1. Ensures that an account receivable is established for the medical and

transportation costs not paid by patients or medical insurers directly to
off-island hospital, but paid by the Hospital.

2. Recovers the Hospital’s costs by billing the patient’s insurer or the
patient in the case of Self-Pay.

RESPONSE:

1. The Off-island transfers of patients are monitored by the Admitting
Office and the payments to off-island institutions are handled by the
Comptroller’s Office.

2. Hospital bill patients insurance or patients’ for cost billed by other
Hospitals.



APPENDIX II

ADDITIONAL INFORMATION NEEDED TO CLEAR
RECOMMENDATIONS FROM FOLLOW-UP SYSTEM

Recommendation

Number and Status

Finding 1:

1. Unresolved

_—

2. Resolved

3. Unresolved

4. Resolved

5. Unresolved

6. Resolved
Finding 2:

1. Resolved
2. Resolved
3. Unresolved
Finding 3:

1. Resolved

Information Needed

Provide evidence to show that the account
receivable in the "suspense" account can be
identified.

No further action needed.

Provide evidence that patient files are being
updated as to their status.

No further action needed.

Provide evidence that a determination was made
to either develop an effective in-house
collection capability or the privatization of the

function.

No further action needed.

No further action needed.

No further action needed.

~

Same as Finding 1-5.

No further action needed.
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APPENDIX II

ADDITIONAL INFORMATION NEEDED TO CLEAR
RECOMMENDATIONS FROM FOLLOW-UP SYSTEM

Recommendation
Number and Status

2. Unresolved

3. Resolved
Finding 4:

1. Unresolved

2. Unresolved
3. Unresolved
4. Resolved
Finding 5:
1. Resolved
2. Resolved
3. Resolved
Finding 6:
l. Resolved

2. Resolved

Information Needed

Provide evidence that government agencies
know and are willing to reimburse the
Hospital for services provided.

No further action needed.

Provide evidence that procedures will be
implemented to ensure that only eligible
Medicaid claims are submitted for
reimbursement and, on a timely basis.

Same as Finding 4-1.

Same as Finding 4-1.

No further action needed.

No further action needed.
No further action needed.

No further action needed.

No further action needed.

No further action needed.
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APPENDIX II

ADDITIONAL INFORMATION NEEDED TO CLEAR
RECOMMENDATIONS FROM FOLLOW-UP SYSTEM

Recommendation
Number and Status Additional Information Needed
Finding 7: / :
1. Resolved ) No further action needed.
2. Resolved No further action needed.
3. Resolved No further action needed.
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APPENDIX III

OFFICIAL REPORT DISTRIBUTION

Virgin Islands Government

Governor Juan Luis Hospital Board 3
Office of the Governor 3
Office of the Lieuten‘;lnt Governor 1
Office of Management and Budget 1
Department of Finance 1
Department of Justice 1
22nd Legislature 16
V.I. Delegate to Congress 1

Federal Government

Office of Inspector General -
Department of the Interior 1

Department of Justice 1
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