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(BOISE) In a report released to the Joint Legislative Oversight Committee this morning, the Office of 
Performance Evaluations concludes that many of the issues associated with the implementation of the 
state’s new Medicaid claims processing system could have been avoided. Contract terms, conditions, 
and oversight fell short in ensuring the system was sufficiently designed and tested before being 
implemented. The contract is valued at over $106 million and set to expire in November 2014. 

Evaluators determined that when Molina Healthcare, Inc. began processing claims in June 2010, only 
about half of the total Medicaid providers were properly enrolled in the new system. Further, evaluators 
found that the system was virtually untested by providers and that the system was not fully developed 
when it was implemented. Neither the department nor Molina could provide exact numbers for claims 
submitted or providers that tested the system during the development phase. Problems with processing 
claims quickly surfaced, creating a large backlog.  

Although the number of claims in the backlog has continued to decrease since the time the system was 
implemented, some provider groups expressed ongoing concerns about the quality of the new system’s 
claims processing. Evaluators found that the Department of Health and Welfare’s contract with Molina 
only requires that timely processing benchmarks be met; there is no contract provision to ensure claims 
are processed correctly.   

Despite lacking robust performance measures, evaluators found that the system now accepts and pays 
most claims. However, because the system did not initially process claims correctly, the department 
issued $117 million in interim payments to providers. The evaluators report that the interim payments 
caused confusion because they were issued without instruction or guidance. Providers were not told 
about the purpose of the payments or the repayment terms. Now that the system is processing most 
claims within required timeframes, the department is actively trying to recoup all of the interim 
payments by the end of the current fiscal year (June 30, 2011). As of March 13, 2011, the department 
still needed to recoup $60 million from providers and estimated that $16 million would not be recouped 
by June 30.  

The evaluators made recommendations to Molina and the department to continue improvements and 
help reduce the likelihood of similar challenges on future projects. Recommendations to Molina were to 
streamline communication with providers, improve data collection efforts to better measure system 
performance, and adequately test system fixes before implementing them. Recommendations to the 
department were to delay system operations payments and require additional quality assurance 
measures. The evaluators also recommend that the department monitor Molina’s implementation 
efforts to ensure efforts align with department expectations and remedy provider concerns.  
The report has formal responses from the Governor, the Idaho Department of Health and Welfare, and 
Molina Healthcare, Inc.  



Performance audits or evaluations are an essential function of legislative oversight to ensure that 
taxpayer dollars are spent efficiently, effectively, and in accordance with Idaho law. On February 7, 
2011, the Joint Legislative Oversight Committee unanimously voted to direct the Office of Performance 
Evaluations to conduct this study. The eight-member committee is equally divided between the two 
political parties and the two chambers of the Legislature. Senator Elliot Werk and Representative 
Clifford Bayer co-chair the committee. 


