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Objective and Scope:
The objective of this audit is to determine if the Health Care benefit provided to Luzerne
County Employees is dispensed and administered in accordance with applicable laws
and policies. We want to determine if those who are covered are eligible for that
coverage and that those who become ineligible are removed from coverage at the
correct specified time. We want to be certain that those individuals who opt out of
coverage are eligible to do so and are in compliance with the Luzerne County Personnel
Policy and any applicable collective bargaining agreement before any incentive
payment is dispensed. We will verify that health care coverage, as offered to our
employees and dependents through COBRA, are adhering to the time frames allowed
by the program.
In order to accomplish our objectives we plan to compare participation records
maintained by the Luzerne County Benefits Coordinator with records obtained from the
health care providers. We will canvas payroll records to see that only those employed
on a full time basis are receiving health care benefits. We will review change of status
records which support an employees’ eligibility for opt out with the list of those
employees who received it. Those employees who are eligible to remain on the
Luzerne County healthcare plan through the COBRA plan will be reviewed in order to
ascertain that they are being removed from the program when coverage is no longer
allowed.
We will review and examine the amount of contributions paid by employees to ensure
that these amounts are appropriate and correct for the coverage they enjoy.
The Luzerne County Controller’s Office strives to objectively and systematically
evaluate, functions, procedures and activities to ensure that each are executed in the
best, most efficient way. One of our goals is to achieve the most value for each dollar
spent, and makes the best use of resources available by fostering ideas and to help
implement those which maximize efficiency, economy and effectiveness. Our reviews
are tailored to the unique circumstances of each office, and we work with management
to ensure accountability and direction.
The Controller’s Office recognizes the complex and diverse nature of regulations and
policies which govern the distribution and administration of health care to our
employees. The Benefits Coordination Office is staffed by one individual who is
responsible for complete administration and documentation requirements of the
Healthcare and Vision benefit as delivered to Luzerne County employees including
COBRA billing and Dental Insurance administration, and employee contribution rates.
We commend him for his dedication and resolve.
The Luzerne County Controller’s Office is authorized by the Home Rule Charter of
Luzerne County (Herein after referred to as the Charter) Section 3.08 to conduct fiscal,
performance, management, contract, grant, compliance and related audits of any
County division, bureau, office, agency, board, commission, elective office, The
Judiciary, Office of Court Administration or other administrative office. This review is an
internal function, authorized by the Charter therefore the Controller is required to
transmit to the Manager of Luzerne County and County Council and post for public
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inspection in the Controller’s Office and on the County website and/or other electronic
medium for a period of at least 60 days after it is issued. The Controller will also follow
up on any recommendations, to the extent practical, in order to determine if they have
been considered and/or implemented by the County Manager.
Auditors assigned to the engagement are employed by Luzerne County under the
Controller’s Office and report directly to the elected Controller. The audit staff is
considered organizationally independent to conduct and report on the audit.
Methodology:
We used Luzerne County Employee records found on the Countywide Financial
Information System (ACS) and member census information as supplied by Geisinger
Health Plan (GHP) and First Priority Health (FPH) to test for accuracy and compliance
with the Luzerne County Personnel Policy with regard to the various facets of employee
health care. Some of these include membership eligibility, cash-out option, employee
contribution and COBRA participation.
We interviewed the Director of Human Resources, and the Benefits Coordinator of
Luzerne County to obtain a better understanding of how each office works on a day to
day basis with regards to the administration of health care for Luzerne County
Employees.
We learned that health care coverage starts for a new employee on the first of the
month following a 30 day probationary period. Therefore, a new employee hired on July
5, 20XX would begin coverage on September 1, 20XX. Conversely, an employee
leaving county service would maintain health care coverage until the end of the month
of termination. Therefore, an employee separated from county service on July 5, 20XX
would have health care until July 31, 20XX.
We applied the same logic when testing COBRA payments made to the County, and
also when testing the cash-out option elected by employees.
We reviewed and familiarized ourselves with the Luzerne County Personnel Policy
dated 1/1/2011 and prevailing negotiated union agreements as they pertained to health
care provided to Luzerne County Employees. We reviewed policies as set forth in the
Consolidated Omnibus Budget Reconciliation Act. (COBRA)
We believe that the data obtained and used during this audit, provides a reasonable
basis for our opinion. Our sole focus is to ensure that the entire process follows
documented policies and procedures as set forth by applicable laws, the Luzerne
County Personnel Policy and the Home Rule Charter.
Description:
Section 7.2 of the Luzerne County Personnel Policy dated 1/11/2011: Excerpts of
which appear below, show policies governing employee participation in the plan which
we tested during this audit.
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7.2. D.
1. An employee may elect to participate in the “cash-out option” program. Employees
making this selection are going to receive a cash payment annually in lieu of
participating in the County’s Health Care Insurance Benefit Program. The current cashout option payment is $1500 and is subject to change as determined by the Human
Resources Department and approved by the Board of Commissioners.** An employee
making this selection must meet the following conditions:
**County Manager/Council, as per Section 11.02 Luzerne County Home Rule Charter.




The employee must be eligible for Health (care) under the County plan; and
The employee produces evidence of a comprehensive health care insurance
coverage from a source other than the county; and
The employee signs a voluntary waiver no to receive health insurance benefits
for the County.

2. An employee hired after January 1, 2011, whose spouse is employed by the County,
and where that employee is covered under the County Health Care Plan as a spouse, is
not eligible to participate in the cash-out option. An employee hired before January 1,
2011 who is currently participating in the cash-out option, and is currently covered under
the County Health Care as a “spouse”, shall continue to be eligible to participate.
3. An employee who has waived participation in the County’s Health Care Insurance
Plan, for themselves and their dependents, if any, shall not be eligible for any benefits
provided by such program except if an employee selecting the cash-out option is
covered under spousal coverage under the County Plan.
5. An Employee participating in the cash-out option shall receive pro-rated payments
upon termination of employment, should such termination occur prior to the annual
cash-out payment date.
Item 4 was omitted from this sheet as it deals with re-enrollment in County health care
after having had participated in the cash-out option. We did no testing on this scenario.
With regard to the cash-out option, those employees who are covered by labor
agreements through AFSCME Residual, and Court Appointed (Support) bargaining
units must: “Maintain full time employment from January first through December fifth of
each year.”
Testing Methodology:




We generated and reviewed a list of employees who elected to participate in the
cash-out option from the ACS system. Using that information we determined the
amount of payment due each participant and compared it with the actual
payment, then noted any discrepancies.
We received health care participation census information from Geisinger Health
Plan and First Priority Health, and combined the two in order to be able to see all
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of the participants in the same format. We sorted that information several
different ways in order to isolate and listed any possible inconsistencies.
We received a copy of a hand written rate (code) sheet from the Benefits Office
and entered the data on an excel spreadsheet in order to check for any
mathematical errors and to isolate the employee contribution for vision coverage
from their contribution for health care. Note: There are more than 35 different
categories representing all of the possible health care/vision contributions.
We checked a significant sample of employees to see if they were paying the
correct contribution for the health care that they receive as it relates to the
structure of the employees family tree.
We compared the record of Opt out participants from the Benefits department
and reconciled it with the list of participants from the payroll department.

Condition: (1)
We received the code sheet from the Benefits Office, attached as Exhibit 1. The code
sheet shows a menu of coverage packages, with options defined by policy or collective
bargaining, and indicates the amount of contribution to be paid by each class of
employee at 10%. Due to the age of the document, the code sheet may no longer
reflect 10%, as it had when it originally calculated. Upon further analysis, we discovered
suspect incorrect pricing results when examining the various options and amounts
found on the list.
Please see the items listed below as clarification:


The 10% contribution for Individual health care coverage, no vision for GHP and
FPH is $20.18 per pay. The 10% contribution for individual health care coverage
with vision for the employee is $20.25 per pay, for a difference of $.07 per pay.
If 10% = 7 cents, then 100% = 70 cents. This would mean that the annual
premium for individual vision coverage would be $18.20 per year.



The 10% contribution for Husband and Wife coverage, no vision (GHP and FPH)
is $47.91 per pay. The 10% contribution for Husband and Wife health care
coverage with vision for the employee only is $47.99 per pay, for a difference
of 8 cents per pay. If 10% = 8 cents, then 100% = 80 cents. This would mean
that the annual premium for individual vision coverage would be $20.80 per year.

Also, when we extracted similar information from the sheet regarding Husband and Wife
with vision coverage, we arrived at much different amounts.


As stated directly above, the 10% contribution for Husband and Wife health care
coverage (GHP and FPH) with vision coverage for the employee only, the
contribution is $47.99 per pay. The vision coverage contribution for one person,
the employee @ 8 cents per pay translates to an annual premium of $20.80.



The 10% contribution for “Husband and Wife” health care coverage where two
people receive vision coverage (Family) is $50.51. The vision contribution in
this case is $2.60 per pay. If 10% = $2.60, then 100% = $26.00. This would
mean that for covering two people the annual premium is $676.00.
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So according to our calculations, the code sheet suggests that the premium for one
person is $20.80 per year, but covering two people is $676.00 per year.
Our calculations and assumption above are completely based on information extracted
from the code sheet. If there are any extenuating circumstances or other influences
which affect the contribution amount, and are not on the code sheet, please let us know.
Recommendations: (1)
It is our opinion that the code sheet rates should be refreshed, re-examined and
recalculated using current data. The calculation methods should be included so the
results can be updated when necessary, using the identical parameters.
It has been reported that management may be considering increases in the percentage
of contribution paid by employees. We believe that a good starting point would be to readjust the existing amounts to reflect 10%.
Also, we recommend updating the code list used by the benefits office to define the
different health care options utilized by payroll. There are currently over 35 different
code categories, and at least 16 have duplicated amounts.
The pending
implementation of the New World Accounting system makes this an optimum time for
such an update.
Human Resources’ Reponse:
Condition 1: The administration disagrees with this condition. The Controller states
there are errors in the code sheet used to determine appropriate employee health care
contribution. Upon review of the condition the administration explained that the health
care is priced at 10% of cost and vision care is priced based on the annual premium
divided by number of pays. So the analysis done by the Controller’s Office is incorrect
and the assumptions are wrong. The administration disagrees with condition 1 and has
reviewed the rate sheets and confirmed they are accurate.
Condition: (2)
During our review, we identified two individuals who were on “leave” for an extended
period, which exceeded one year, and were receiving a health care benefit. The dates
of leave and the documentation are available for review at the Controller’s Office. The
Luzerne County Personnel Policy, Section: 3. 8. 9 dated 1/1/2011, says:
“If an employee has not returned to full duty status from an authorized leave of
absence(s) at the end of one (1) year, employment will be automatically
terminated”.
Recommendation: (2)
Unless otherwise dictated by applicable written collective bargaining agreements the
health care benefit for such individuals should be discontinued after one year. If it is
determined by management that an approved leave be extended beyond one year, it
may only be done by written authorization of the County Manager as defined by the
Luzerne County Personnel Policy.
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Human Resources’ Reponse:
Condition 2: The administration disagrees with this condition. Information was
provided to the Controller’s Office that supported the two employees that were on
extended leave. The Controller’s Office did not ask any additional questions after
receiving the information and refused to remove the condition.
Condition: (3)
We identified one employee who remained on sick leave for a period which exceeded
one year. During this period, the employee enjoyed continuous heath care coverage.
The dates of leave and documentation are available for review at the Controller’s Office.
Employees whose condition or circumstance requires an extended period of sick leave
beyond the allowed one (1) year timeframe must acquire written approval before such
extension can be granted. The Luzerne County Personnel Policy dated 1/1/2011,
Section 6.09.C, states,
“An employee on an authorized “Medical Leave of Absence”, whether paid or
unpaid, shall have benefits; including Healthcare Insurance continues for a
maximum period of one (1) year.” “Benefits may be extended beyond one (1)
year maximum for special circumstances and require approval by the Board of
Commissioners** before any such extension is granted.”
** County Manager/Council, as per Section 11.02 Luzerne County Home Rule Charter.
Recommendation: (3)
Those employees on an approved leave of absence should have the duration of that
leave monitored to ensure compliance with the Personnel Policy.
Human Resources’ Reponse:
Condition 3: The administration disagrees with this condition. Information was
provided to the Controller’s Office that demonstrated the employee was eligible for
health care through the Family Medical Leave Act (FMLA), which is a federal law that
the county is required to follow. The Controller’s Office did not ask any additional
question after receiving the information and refused to remove the condition.
Condition: (4)
We believe that a lack of written communication between the Benefits Office and the
employee may allow aged, incomplete or inadequate subscriber records to exist. The
discrepancies and documentation are available for review in the Controller’s Office. The
annual open enrollment period communication instructs the employee to do nothing if
changes are unnecessary.
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Recommendation: (4)
We recommend that the communication between the Benefits Office and the employee
during open enrollment require the employee to re-affirm family beneficiary information
in writing. The form used to gather this data could mirror the one which is completed
when a new employee is hired. We further recommend that the Benefits Office
determine a schedule for reaffirmation of this data to keep their files fresh and current.
Human Resources’ Reponse:
Condition 4: The administration disagrees with this condition for the fact that no errors
or omissions were identified. In fact the condition states “we believe that a lack of
written communication between the Benefits Office and the employee may allow aged,
incomplete or inadequate subscriber records to exist.” It should be noted that the
Administration has implemented additional steps for staff to periodically reaffirm
information. The process will be reviewed at a later date to determine if any changes
are necessary.
Condition: (5)
In response to our request for healthcare membership information from the Benefits
office we received 3 departmental listings of covered entities who are not Luzerne
County Employees:
1. Three non-employees who were being covered under the Luzerne County
Healthcare Plan are employed by Penn State Cooperative Extension (PSCE).
PSCE has had a relationship with Luzerne County for approximately 100 years,
and the County has been providing coverage for employees for at least 30 years.
The three covered individuals pay a monthly contribution toward the premium to
Luzerne County. There is no written agreement between the parties regarding
this coverage between Luzerne County and the Cooperative Extension.
2. Employees who had originally been covered under the Luzerne/Wyoming
Transportation Department were absorbed into the Luzerne County
Transportation Authority.
Through an agreement forged by Attorneys
representing each entity, it was decided that the union employees continue on
the Luzerne County Healthcare Plan until the expiration of their collective
bargaining agreement.
3. Employees at the Wilkes Barre/Scranton International Airport are being covered
under the Luzerne County Healthcare plan. We found no written agreement
between the parties regarding this coverage between Luzerne County and the
Airport.
Recommendation: Conditions (5) - 1 and 3
Healthcare Coverage has been provided to these entities without any formal agreement
between the parties. The Luzerne County Manager should make a recommendation to
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Luzerne County Council to either define and validate the Heath Care benefit provided to
these entities or vacate and stop the coverage. The County is at risk from paying out
potentially large claims on behalf on non-employees, as Luzerne County is self-insured.
Recommendation: Condition (5) - 2
We acknowledge that this agreement was done in good faith, and crafted in a way so as
to avoid litigation resulting from a change in coverage which had been agreed upon
through a collective bargaining agreement. The condition was listed as a part of this
audit because the agreement exposes the County to risk from paying out potentially
large claims on behalf of non-employees, as Luzerne County is self-insured.
The County Manager should determine if the County should continue to provide
Healthcare coverage in these instances. If the benefit is to continue, then we
recommend that the Manager acknowledge and validate that the coverage is justified
then execute written agreements between the parties describing the parameters, limits
and financial terms of the agreement.
Human Resources’ Reponse:
Condition 5: The administration agrees in part with the condition. The administration
will seek to obtain a written agreement between the county and Penn State Cooperative
Extension and the county and Wilkes-Barre/Scranton airport. As stated in the report an
agreement was entered into between the County and Luzerne/Wyoming Transportation
Department to allow employees to maintain healthcare through December 31, 2013. No
additional action is necessary.
Condition: (6)
We found two cases where employees’ opt out payments for 2012 were paid and
posted as 2013 expense line items. The documentation is available for review in the
Controller’s Office.
In one instance the 2012 cash-out option payment amount provided to payroll for
processing was incorrect. A request for a supplemental payment was requested in
2013 to correct the error. The correction was made after the Payroll Department had
modified the general ledger expense account to be charged. The item was charged to
Health Care Opt Out, while the previous year’s expenses were allocated to Clerical and
Others.
The other item was created when the employee’s name was omitted from the list of
participants sent to the payroll department. When the omission was discovered the
payroll department was notified and the payment was initiated. This expense was
charged to an expense line item with no budgeted funds. The payroll department
indicated that the budget is opened each pay period to process the payroll interface to
the general ledger, which allows departments to exceed their budget and/or charge
payroll expenses to items not budgeted.
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Recommendation: (6)
The Benefits Office should ensure the information provided to payroll for processing is
complete and accurate. A methodology should be developed to ensure employees
eligible for the cash opt out receive the benefit and reconciliation should be performed
to the payroll system to determine the amounts disbursed are accurate. Any corrections
to the amounts disbursed or recipients should be documented by the Benefits Office.
The Payroll Department should not open the budget to process payroll and allow
departments to exceed their budgets as approved by Council. Budget transfers should
be made to ensure funds are available in the correct line item.
Then, as stated in the Charter: “The County Manager shall notify the Controller and
County Council in writing within 5 business days after the transfer is made.”
In addition, the Payroll Department should request journal entries to correctly expense
the 2 items identified to the correct period and line item.
Human Resources’ Reponse:
Condition 6: The administration will review current processes related to the pay out
and implement necessary controls to avoid potential discrepancies across fiscal years.
It should be noted that the payroll department will continue to open the budget during
payroll processing to ensure that employees are paid. It is federal law that employees
are paid in timely fashion and adjustments can be made after payroll has run to rectify
any discrepancies.
Condition: (7)
We found two instances where a County employee over the age of 65 elected to receive
the cash-out option instead of the County provided Healthcare benefit.
The
documentation is available for review in the Controller’s Office. The employees
provided the required proof of insurance as Medicare.
Our research shows that offering the cash-out option to employees who list Medicare as
their insurance is not permitted under the Social Security Act § Section 1862. (3) (C)
Recommendation: (7)
The two individuals who requested the cash-out option in this instance should have their
Health care benefit re-instated. Future requests from individuals in the same situation
should be denied.
Human Resources’ Reponse:
Condition 7: The administration agrees with the condition and recommendation.
Appropriate steps will be taken to avoid such payments in the future.
The
administration will seek legal counsel and take appropriate action.
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