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Scoping Statement





Overview	


Phase I of the new DHHS Maine Claims Management System (MECMS) for MaineCare (Maine’s Medicaid), required by the federal CMS, went live on January 27, 2005.  Since that time, MECMS has been the only system available for receiving, validating, and processing claims submitted by the State’s approximately 7,000 Medicaid providers.  Once a claim has been approved for payment by MECMS, the claim is passed to the Oracle Financials system and then ultimately to the MFASIS system which cuts a check to the provider.


Problems with the implementation of the MECMS system resulted in significant delays in the paying of providers’ claims.  To address this situation, a contingency plan of making estimated payments to providers, to help support their continued operations, was implemented and continues to date.  


DHHS developed a Phase II plan for MECMS implementation but execution of the plan has been delayed until some time in 2006.  


The federal CMS has been funding 90% of the system development and implementation.  DHHS, with the assistance of the State Controller, has filed an updated planning document with CMS and secured continued federal funding.











This review is


currently in progress.








Review Questions


Is the status of the ongoing MECMS Stabilization Effort being accurately and completely reported to the Legislature?  


Specifically:


Is the data shown in the status reports prepared by DHHS and DAFS, and received by the Joint Standing Committees (JSCs), accurate and complete?


Is there additional data or information which should be provided to assist the JSCs in monitoring progress?


Has the administration identified, and has the legislature been made aware of, all of the significant issues impacting the success of resolving the situation in a timely manner?


Has the administration identified, and has the legislature been made aware of, all of the significant current and potential ramifications of the situation?





Discussion ~ as of 8/15/05


Status of the Situation – State’s perspective


The MECMS high profile stabilization effort is currently being monitored by the legislature’s Joint Standing Committees (JSCs) on Appropriations & Financial Affairs (AFA) and Health & Human Services (HHS).  Status updates are being provided orally and in writing to these committees approximately monthly.  While progress is being made, the stabilization effort continues to require endurance and exacting work.  


Technical problems with MECMS can be broadly categorized as system design flaws and computer programming errors (a.k.a. bugs).  In addition, data recognition problems come from MECMS’ inability to match data codes submitted (or omitted) by providers to its own data codes.  


Consequent problems, resulting in funding and accounting issues for the State, are extended claims processing delays, and continued reliance on the contingency plan -- estimated payments.


Responsibility for MECMS stabilization has been transferred from DHHS to the CIO’s organization and a new Agency Information Technology Director, who reports to the CIO, has been put in place at DHHS.  The CIO’s organization has identified a number of root causes for MECMS technical and data compatibility problems and is working with DHHS and the contractor that developed the system, as well as others, to resolve these problems.


The State Controller’s organization is fully engaged in sorting out and addressing the consequent financial issues, including how to reconcile the estimated payments made to providers with the actual amounts for which they should have been paid.  


(discussion continues on next page)
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The Controller’s group identified 137 providers who may have been overpaid by $100,000 or more, for an estimated total of nearly $40 million in overpayments.  The providers have been contacted and asked to reimburse the State for the overpayments.  However, most of the providers are conveying that they have not been overpaid, that there has been growth in Medicaid-reimbursable services they have been providing, and that the initial contingency estimates did not consider this unforeseen growth.  To date, the Controller expects to recover only about $6 million of the initially-estimated overpayments.


The Controller would like to resolve the financial uncertainties by September but the required information resides in MECMS.  Timing of the Controller’s work is therefore contingent upon the timing of MECMS stabilization.  


Several consultants are currently assisting with the recovery effort.  They are:


X-Wave - hired to assist in managing the recovery project.  They are coordinating the technical systems work among all involved parties, including CNSI, the contractor who developed MECMS.  X-Wave is being overseen by the new DHHS Agency Information Technology Director who reports to the State CIO. 





PCG – hired to assist with provider relations, i.e. operating a help desk and phone bank to respond to providers.





Deloitte & Touche – hired to assist the State Controller with assessing system viability, evaluating adequacy of financial internal controls in MECMS, developing actuarial estimates and other information for the State’s financial statements regarding liability for Medicaid, and developing a strategy for settling up with providers.


In addition, and as required by the original funding agreement with the federal CMS, an independent quality assurance contractor will be hired to verify that the system meets CMS requirements.  


There are currently two main impediments to stabilizing the MECMS system:  data recognition and constrained human resources.


Some of the data that the State migrated from the old to the new system, and data that providers are sending electronically as they submit claims, cannot be related because of data coding errors.  





So, even as technical design flaws and bugs are being fixed, the time-consuming task of cleaning the data is hindering claims processing.  Efforts to rectify the State’s data codes are ongoing and there is training being given to providers to assure that accurate and required data is being submitted.  The providers training plan extends through the summer.


Because of DHHS’ human resource constraints, there is a bottleneck to executing technical systems fixes.  The same individuals who installed the system are also involved in testing the new fixes, as well as training providers and performing other related tasks.  In the ongoing effort to work within these human resource constraints, DHHS is recruiting to fill key vacant positions, and also strategically reassigning existing staff.


The CIO and State Controller are both personally involved in the MECMS stabilization endeavor.  They have brought structure to the effort by establishing timelines, protocols and procedures to guide the system fixes.  While the timelines set are not always being met, they are now identifying why they are not being met and removing obstacles to progress.


Status of the Situation – Provider’s Perspective


Extended delays in processing claims through MECMS are financially impacting Medicaid providers by limiting cash flows.  In some cases, providers’ operations have been disrupted.  To help with cash flow, the State has expanded its estimated interim payments.  However, this contingency plan does not address the secondary accounting concerns.


Providers’ revenue billing systems are complex and are designed to recognize revenue and clear accounts receivables as individual claims are paid.  Providers are subject to accounting standards requiring them to establish liabilities, “reserves for bad debts,” based on a percentage of “old” receivables, (i.e. those unpaid beyond 120 days).  So, the longer it takes to match payments to claims, the more accounts receivables age, causing escalation of required liabilities for bad debt.  


Since the State’s interim payments are not tied to specific claims, providers are unable to reduce their accounts receivables, thus distorting the financial picture shown in their financial statements.  The result is that providers have a reduced amount of capital to manage operations and invest in their practices.  


Ultimately, there may be providers who stop taking new Medicaid patients because of these problems.  





Office of Program Evaluation & Government Accountability


(207) 287-1901


www.maine.gov/legis/opega











PAGE  

