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4013
AUDIT PRIORITY MATRIX

4013.1
Introduction.--The Audit Priority Matrix is a planning tool for you to use in budgeting audit activity in accordance with HCFA's general instructions and budgeted resources.  A compilation of the matrices completed by all intermediaries provides the basis upon which HCFA makes the final allocation of audit budget funds.  A final matrix, i.e., a matrix prepared after HCFA's budget allocation, may be used to evaluate your operation through a comparison of actual costs and audit and settlement work completed, with the costs and work units planned through the matrix process.

Operationally, the matrix allows you to determine the number of audits to perform and the amount of audit resources required to meet HCFA's optimum plan of national audit objectives.  After determining the amount of budget funding available, HCFA makes necessary revisions to the national audit plan.  It then issues final audit budget instructions along with the contractor's budget allocations, based upon a review of all matrices.

The use of the matrix to manage audit resources does not relieve you of your responsibility to use due professional care in scoping audit work.  The hours used in the matrix are for planning purposes and do not restrict the expansion of audits where needed to assure proper provider payment in accordance with applicable laws and regulations.  In determining the hours required to do an audit, be sure all program policies and HCFA's audit objectives are appropriately considered for each provider.  If needed expansion of audit scope will exceed the budgeted hours, consider deferring or canceling lower priority work instead of limiting the audit scope or passing a potentially productive audit area. The audit priority matrix is a tool which should be periodically evaluated and assessed, depending upon HCFA's and your needs.  For additional guidance on how to maintain quality standards while applying these budget guidelines, contact your RO.

Submit a copy of your completed Audit Priority Matrix to the RO, to the Division of Contractor Financial Management, CO, and to: 

Health Care Financing Administration 

Division of Provider Audit, BPO

Room 1445 Meadows East Bldg 

P.O.  Box 26679 

Baltimore, MD 21207

SUBMIT THE AUDIT PRIORITY MATRIX TO THE DIVISION OF PROVIDER AUDIT ON A COMPUTER DISKETTE COMPATIBLE WITH THE IBM PERSONAL COMPUTER. FORMATTED DISKETTES ARE PROVIDED BY HCFA.

The RO will discuss your matrix with you so agreement can be reached on the projected number of audits, as well as the level of resources (audit hours and cost) that you have determined for each provider classification.  This ensures that there is agreement between you and the RO that your audit plan meets the objectives of the Medicare program and that the level of resources you require are commensurate with your workload.
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4013.2
General Instructions.--The matrix prescribes an "Audit Level" for various provider classifications arrayed on the matrix within "Priority Groups."  The audit level is the suggested percentage of a provider classification that is scheduled for audit according to HCFA's audit plan. The information to show on the matrix is your inventory of providers available for audit by provider classification, the mathematical application of the assigned audit level percentages, and the audit hours and costs associated with each application.  See §4013.4 for further discussion of "Audit Levels."

Once funding levels have been approved, the audit hours spent on any one provider's cost report depends upon the problems revealed by review, and the audit priority group to which it was assigned at budget time.  Be flexible in adapting the matrix plan to actual circumstances.

The priority groups present the order of importance placed upon provider audits according to HCFA's audit objectives.  Operationally, audit resources are applied to the highest priority group (Group I) first, to ensure these are completed; then, resources are applied descendingly, to the lesser priority groups.  If circumstances during the budget period necessitate a change in the audit plan, reallocate funds from the lowest audit priority group (Group IV) first.

If it becomes necessary to substantially change your audit plan, submit a revised matrix (that has been agreed to by you and the RO) to the Division of Provider Audit, HCFA. 

(See §4013.1.) It is not intended that such changes be required on a regular basis. Examples of this might be special audits required by regulatory and/or legislative changes, or reopenings necessitated by court decisions.  Such changes may necessitate a revision of resource allocation.

Comment as part of your SNAPSHOT on any significant variances (annualized) between the matrix and expected performance for each priority group, in total, for all providers. The tolerance to use for this comparison is 5% annualized.

ROs monitor your matrix on a periodic basis.  They review the hours, units, and costs and note any substantial fluctuations.  This review is based upon comparisons to an annualized HCFA-1525A (CASR).  To facilitate these comparisons, the matrix is designed to reflect the same categories and definitions contained in the CASR instructions.

4013.3
Completing the Audit Priority Matrix.--Plan to perform all audits according to the "Audit Level" specified for each provider classification.  In your determination of the number of audits to perform and/or the amount of audit resources needed, consider common audits performed for, or by, other payers, such as Medicaid State agencies.
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A.
General--Prepare the matrix in conjunction with your review of the Audit Budget Guidelines for FY 1989.

Do not make any modifications to the computer format provided by HCFA.  Show only the requested data on the diskette, and make only required calculations.  Express any items requiring additional explanation in a narrative.   Submit this with the diskette to the Division of Provider Audit, HCFA.

Estimate costs and hours for each audit function, e.g., desk review and settlement, problem resolution, audit, and overhead, according to the description of each function provided in the instructions for completing the CASR.  (See Part 1, §1269.)

B.
Specific Data Field Instructions
1.
"Number of Providers Available for Audit"--List all providers serviced, including chain home offices and LPICs, by provider classification shown on the matrix. These figures should agree with CASR line 1.a., with the exclusion of the backlog of freestanding HHAs and SNFs which meet the prior year's audit criteria.  

o
At the bottom of the matrix, show the number of providers, by type, included in Priority Group I that are under fraud or abuse investigation.

o
Under Priority Group III, show only freestanding HHAs and SNFs which meet the audit criteria *; show the balance of these providers under Priority Group IV.

*Priority Group III may include freestanding HHAs and SNFs which have historically resulted in significant audit returns, yet fall below the specified audit criteria.

2.
"Number of Cost Reports to be Audited"--Determine the number of audits, by provider classification, that you will perform during the fiscal year.  First, determine the number of Priority Group I audits to perform (See §4013.4 D); then, apply the specified Audit Level Percentages shown for priority groups II and III to the amounts shown in the "Number of Providers Available for Audit" column for each provider classification.  CONSIDER THE AUDIT LEVEL PERCENTAGES INDICATED AS GENERAL GUIDELINES - NOT MANDATED PERFORMANCE LEVELS.  SOME FLEXIBILITY IS PERMITTED WHEN APPLYING THE PERCENTAGES. DISCUSS ANY SIGNIFICANT CHANGES WITH YOUR RO.

Do not apply Audit Level Percentages to the subproviders/excluded units of a multi-facility hospital classification.  Show the actual number of subproviders/excluded unit audits that you expect to perform as they relate to the specific hospitals selected for audit.
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3.
"Average Hours Per Audit" - Show the average number of hours required to perform an audit, as defined in Part I, §1269.2 B.4 for each provider classification. Include audit hours necessary to review hospital subproviders/excluded units in the hours required to audit the related hospital.  DO NOT SHOW AUDIT HOURS SEPARATELY FOR SUBPROVIDERS.

4.
"Total Audit Hours" - Multiply the "Average Hours Per Audit" shown for each provider classification times the "Number of Cost Reports to be Audited" in each classification.

5.
"Estimated Audit Cost" - Calculate the funding needed to complete the number of audits that will be performed by multiplying your average cost per hour (excluding overhead but including salaries, fringe benefits, subcontracting, travel, training and miscellaneous costs) times the total number of audit hours shown for each provider classification.

6.
"Desk Review and Settlement Cost" - Calculate the funding needed to complete the actual number of desk reviews and final settlements you will perform during the fiscal year. Multiply your average cost per hour (as described in 5) times the average number of hours you require to complete each function, times the number of units to be completed.  Determine and show these costs in the appropriate column, by provider classification, in accordance with Part I, §§1269.2 B.2.  and 1269.2 B.5. 

7.
"Totals"--Add columns as applicable.  Exclude the number of freestanding HHAs and freestanding SNFs which meet the prior year's audit criteria (backlog) when totalling the "Number of Providers Available for Audit" column.  (See §4013.6.) 

8.
"Other Costs" - Calculate and show other costs in accordance with applicable CASR instruction.

9.
"Total All Costs" - Compute by adding the referenced items A through H.

4013.4
Audit Selection Priorities
A.
General.--Once the budget allocations have been made, the audit plan derived from the matrix is fixed, with the exception of unforeseen Priority Group I audits which may arise during the budget period.  Decide which providers to audit within the parameters of the audit levels shown on the matrix. 

Base audit decisions upon the results (problems discovered) of your uniform desk review, and professional surveys of filed cost reports.  However, since the audit levels must also be considered, apply the following audit selection priorities in your decision process.
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B.
Audit Levels of 100 Percent.--In general, use the preaudit review processes discussed in subsection A to determine the scope of these audits since the audit level is definitive.  However, there may be instances where a provider is in a 100 percent audit level classification but does not warrant audit.  These instances are limited to providers which have both an extremely low Medicare utilization and have received an extremely small amount of Medicare reimbursement (relative to the provider type).  For HHAs and SNFs, the 100 percent audit level applies only to providers that meet the following minimum criteria:

HHAs
-
Received Medicare reimbursement of $200,000 or more and have a Medicare utilization of at least 50 percent.

SNFs
-
Received Medicare reimbursement of $200,000 or more and have a Medicare utilization of at least 15 percent.

C.
Audit Levels of Less Than 100 Percent.--In addition to the preaudit processes, consider the following when making the audit selection:

o
Past poor performers (criteria based on prior audits, desk reviews, and your knowledge of provider operations).

o
Audits involving large dollar amounts of Medicare reimbursement (based on cost and utilization).

o
Chain-managed facilities.

o
Chain-owned facilities.

o
Desk reviews where problems were noted.

D.
Audit Levels - Priority Group I.--Priority Group I provides for planning audits/initiatives that must be performed either because a priority circumstance exists which requires immediate audit attention (e.g., termination, merger, fraud or abuse), or because special instructions have been issued by HCFA.  Generally, the existence of a priority circumstance dictates that an audit is necessary; however, use discretion in this area, especially where there is a short period cost report from a new provider; a relatively small amount of Medicare reimbursement and/or low Medicare utilization; or involvement of the OIG, or GAO, etc., prohibiting audit.

E.
Audit Levels - Other Facilities - Priority Group IV provides for planning audits not specifically addressed in the other groups.  The number of audits shown are based upon the availability of budget resources.

4013.5
Level of Audit Effort.--The level of audit effort is determined by the results of the desk review or professional survey process, taking into account the audit priority, audit cost to audit savings ratio, and the level of budget resources available.  In most situations, the audits are limited. 
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4013.6
Special Instructions.--To account for the final settlement of all hospital cost reports which have remained open as a result of the freeze on cost report settlements (imposed due to revised malpractice insurance regulations), under Special Situation audits (Priority Group 1):

o
Show the total number of hospital cost reports expected to be open on 10/1/88 due to the freeze, in the Number Of Cost Reports To Be Audited column.  Include all cost reports which have been reopened due to the revised malpractice regulation, as well as all current cost reports which would have been settled had the freeze not been imposed.  Do not include these cost reports in the Total for this column.

o
Show the average number of hours needed per settlement in the Average Hours Per Audit column.

o
Calculate the total hours needed for the settlements by multiplying the amount shown in the Number Of Cost Reports To Be Audited column times the Average Hours Per Settlement and show the result in the Total Audit Hours column.  (Do not include these hours in the total of the Total Audit Hours Column.)

o
Calculate the cost of performing all malpractice settlements by multiplying your average cost per hour (see §4013.3 B.5.) times the number of hours in the Total Audit Hours column and show the result in the Settlement Cost column.  Include this amount in the Total of the Settlement Cost column.

4-56
Rev. 26



4013.7


Pages 4-57 - 4-59


RESERVED FOR 


AUDIT PRIORITY MATRIX


FISCAL YEAR 1989

Rev. 26
4-57

09-88
PROVIDER REIMBURSEMENT PROFILE
4016.2
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PROVIDER REIMBURSEMENT PROFILE

4016.1
Introduction.--Use the Provider Reimbursement Profile to develop the reimbursement portion of your Administrative Budget and Cost Report (Form HCFA-1523, line 8).  Data shown on the profile is used to evaluate the amount of your budget request and provides HCFA with cost and statistical data for managing the contractor budget process.

The Regional Office (RO) will discuss your profile with you to reach an agreement on the level of services you will provide based upon the number of providers you service.  This ensures that your plan for performing reimbursement activities meets the objectives of the Medicare program, and that the level of resources you require is commensurate with your provider workload.

4016.2
General Instructions.--Complete the Provider Reimbursement Profile annually in accordance with HCFA's general budget instructions and Contractor Budget Guidelines. Submit a copy of the completed profile to your RO, to the Division of Contractor Financial Management, HCFA Central Office, and to:

Health Care Financing Administration

Division of Provider Audit

Room 1445 Meadows East Bldg.

P.O. Box 26679

Baltimore, MD 21207

SUBMIT THE PROVIDER REIMBURSEMENT PROFILE TO THE DIVISION OF PROVIDER AUDIT ON COMPUTER DISKETTE COMPATIBLE WITH THE IBM PERSONAL COMPUTER.  FORMATED DISKETTES WILL BE PROVIDED BY HCFA CENTRAL OFFICE, DIVISION OF PROVIDER AUDIT.

Accompany each submission of the Provider Reimbursement Profile with a Schedule of Providers Serviced (Exhibit I).  Complete the schedule based upon your projection of the number of providers (by category shown on the schedule) which you will be servicing as of October 1 of the fiscal year for which the Form HCFA-1523 is submitted.  The number of providers shown on the schedule should correspond to the number of providers shown in Section C of the profile.

Discuss in a narrative any issues pertaining to the profile or schedule which require additional explanation.  Submit it with the profile to the RO and to the Division of Provider Audit.
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4016.3
Completing the Provider Reimbursement Profile.--All hours shown on the Reimbursement Profile are to be productive hours as defined in HCFA Pub. 13-1, §1212.6. Allocate managerial and clerical time that is not directly assigned to reimbursement activities to each activity based upon accumulative hours (direct hours per activity to total direct hours of all activities).

A.
Interim Rate Determination - Lines 1 and 2.--This provides for an hourly breakout of all time spent on interim rate reviews.  Hours shown on lines 1 and 2 reflect the average of the time spent on all interim rate activities for an individual provider for the budget period.

1.
PIP Interim Rate Reviews - Show all time spent performing PIP calculations and interim rate review functions.  Include hours for regular PIP calculations, outpatient interim rate reviews, retroactive lump sum adjustments, and PIP Quality Assurance/Criteria compliance.  For PPS Hospitals which remain on PIP, include hours spent for calculating PPS pass-through payments, calculations to revise blended rates for regulation changes, calculations for revising the provider's case-mix index, and calculation of the PPS pass-through per diem used for MCOB purposes. (See HCFA Pub. 10, §475.)  

2.
Non-PIP Interim Rate Reviews - Show all time spent performing interim rate functions.  Include hours for all interim rate calculations and resulting retroactive lump sum adjustments.  For PPS non-PIP hospitals include hours spent for calculations to revise blended rates for regulation changes, calculating PPS pass-through payments and for the calculation of the PPS pass-through per diem used for MCOB purposes. (See HCFA Pub. 10, §475.) Include all hours expended for calculating special payment rates (e.g., hospice rates; ESRD composite rates; ASC facility rates).

B.
Other Provider Services - Lines 3-8.--This provides for an hourly breakout of all other reimbursement activities (other than interim rate reviews).  The hours to show on each line reflect the average time spent per provider as follows:

1.
Line 3. Overpayment Recoupment.--Show the average number of hours for overpayment recoupment activities.  This includes the recoupment of overpayments pertaining to cost report settlements in addition to uncollectible overpayment cases. (HCFA Pub. 13-1, 1213.8A, lines 2 and 3). 

Include hours for all overpayment recoupment processing including interest assessment; processing of extended repayment schedules; obtaining promissory notes; preparation of case files and RO referrals; handling all overpayment recoupment records and forms; handling of all provider telephone/written inquiries relating to overpayments; internal interface hours; monitoring of payouts to providers having overpayments for offset purposes, etc.  Do not include time for preparation of the Quarterly Provider Overpayment Report (POR).  (This is reflected on line 7.)
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2.
Line 4.  Support Service (i.e., PS&R - HCRIS).--Show the number of hours required for the PS&R system, HCRIS and any other systems providing support service. (HCFA Pub.  13-1, 1213.8A, line 11, HCRIS--Operational costs).

a.
PS&R System -Include all hours spent on maintaining the PS&R system. Include hours spent for reconciling vouchers to the monthly PS&R reports for each provider, receiving PS&R reports, separating reports, filing and mailing appropriate reports to providers; correcting PS&R reports, as necessary; researching and resolving discrepancies; resolution of error reports; handling of all provider telephone/written inquiries; maintaining and updating PS&R files -revenue codes, provider file; implementing and testing PS&R updates to software; interface with EDP staff, etc.

NOTE:
DO NOT INCLUDE HOURS OR COSTS IN YOUR REIMBURSEMENT BUDGET REQUEST FOR THE PURPOSE OF MAINTAINING OR OPERATING PS&R SYSTEMS OTHER THAN THE NATIONAL UNIFORM PS&R SYSTEM, I.E., A DUAL PROVIDER STATISTICAL SYSTEM.

b.
HCRIS - Include all hours spent for generating the HCRIS portion of the automated cost report program for the "as submitted" data (if required), the finalized cost report, and for any reopenings/resubmissions.  Include hours spent for HCFA interface, computer vendor interface, internal monitoring of HCRIS, software implementation of HCRIS, etc.  Do not include time spent for input of the "as submitted" cost report data or for input of adjustments that generate the finalized cost report.

3.
Line 5. Provider Consulting Service.--Show the average hours spent for training, establishing and maintaining provider accounting systems and other consultative services (HCFA Pub.  13-1, 1213.8A, Line 4).  

4.
Line 6. Provider-Based Physician.--Include time spent in the maintenance of records and files for provider-based physicians.  (HCFA Pub. 13-1, 1213.8A, line 7).

Include all hours pertaining to PBP functions including the review of new contracts received; time allocations received; updating of PBP summary sheets/records; processing of RCE exception requests; review and resolution of atypical time allocations; implementing new or revised PBP regulations; handling all provider written/telephone inquiries; interfacing with internal staff; and performing all necessary CRCC functions (HCFA Pub. 15-I, §2182).

5.
Line 7.  Miscellaneous Contractor Activity.--Include the average hours required for each of the following. 

a.
Cost Report Mailing (HCFA Pub. 13-1,  Lines 6 and 12).--Include all hours spent for obtaining the provider's cost report including the initial mailing of the cost report package; issuance of cost report submission reminder letters; issuance of all cost report demand letters; processing of cost report extension requests; coordination of payment suspension due to delinquent cost report submission.
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b.
Cost Limit and Caps (HCFA Pub. 13-1, Line 10).--Include all hours spent on the calculation of cost limits and caps including time for the calculation of HHA limits, SNF routine cost limits, TEFRA limits and revisions, and contracted therapy limits. Include all time spent for handling of exceptions/exemptions.  Also include time for applying the Hospice annual limit (HCFA Pub. 21, §§405 and 407).

c.
Reports (1823, 1525A, POR, etc.).--(HCFA Pub. 13-1, Line 9)

d.
Freedom of Information Requests.--Include all time expended on FOI requests including their receipt; scheduling; issuing delay letters, if necessary; compiling the data requested; photocopying, completing HCFA forms; and answering all FOI telephone inquiries, etc.

e.
Special Projects.--(HCFA Pub. 13-1, Line 8.)  Include special data requests or projects initiated by HCFA; processing of accelerated payments; calculation of any reimbursement items not previously identified such as disproportionate share hospital (DSH) adjustments for PPS or additional payment calculations for PPS sole community hospitals (SCH) experiencing a decrease in discharges.

f.
Other Activities.--Include hours spent implementing new regulations (assimilating data and reading, preparing summaries of the Federal Register and determining ramifications to operations, inquiries to resolve items or to obtain clarifications etc.) and hours spent for modifying and testing computer systems to ensure regulations compliance.  Do not include any EDP staff time or cost;

o
Include hours spent by non-management and non-clerical staff on meetings and training/development;

o
Include hours spent by clerical staff to support provider reimbursement services.  This includes all typing, filing, telephone answering functions as well as any other clerical services provided that have not been included in any prior categories; and

o
Include hours spent by Provider Reimbursement supervisory/management staff that have not been included within a prior category.   

6.
Line 8.  Total Other Services.--Show the total of the hours for lines 3 to 7.
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C.
Number of Providers (Based upon the Schedule of Providers Serviced) 

Line 9.  PIP 

Line 10.  Non PIP 

a.
Providers requiring interim rate review

b.
Providers not requiring interim rate review, e.g., ESRD, Hospice and LPIC

Line 11.  Total Providers

D.
Computation -- (By Hours)
Line 12.
Multiply PIP Providers by PIP Review hours (Line 9 x Line 1)

Line 13.
Multiply Non-PIP Providers requiring interim rate review by Other Interim Rate Review Hours (Line 10a x Line 2)

Line 14.
Multiply Total Other Services hours by Total Providers (Line 8 x Line 11)

Line 15.
Total Hours (add Lines 12, 13 and 14)

Line 16.
Establish a cost per hour based upon salaries and fringe benefits.  

Line 17.
Direct Costs - Multiply total hours by cost per hour (Line 15 x Line 16)

Line 18.
Overhead - Show total overhead cost applicable to the reimbursement functions above

Line 19.
Travel - Show total travel costs applicable to the reimbursement function.

Line 20.
Training - Show total training costs applicable to the reimbursement function.

Line 21.
Total Costs - Sum of Lines 17 through 20.
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PROVIDER REIMBURSEMENT PROFILE -  CONTRACTOR BUDGET

INTERMEDIARY:                               
INTERMEDIARY NUMBER:                        
FISCAL YEAR:                              
Line
Description
 Amounts
A.
Interim Rate Determination (Hours)

 1.
PIP Reviews
        
 2.
Other Interim Rate Reviews
        
B.
Other Provider Services (Hours)

 3.
Overpayment Recoupment
        
 4.
Support Service  (PS&R - HCRIS)
        
 5.
Provider Consulting Service
        
 6.
Provider-Based Physician & ESRD
        
 7.
Miscellaneous Contractor Activity
        
 8.
Total Other Services (Lines 3 to 7)
        
C.
Number of Providers

 9.
PIP 



10.
Non-PIP


a.
Providers requiring interim rate review
        
b.
Providers not requiring interim rate review, 
        
 e.g., ESRD, Hospice and LPIC

11.
Total Providers
        
D.
Computation (By Hours)

12.
PIP Providers x PIP Reviews 
        
(Line 9 x 1)

13.
Non-PIP x Other Interim Rate 
        
Reviews (Line 10a x 2)

14.
Total Other x Total Providers
        
(Line 8 x 11)


15.
Total Hours (Lines 12 + 13 + 14)
        
16.
Cost Per Hour
$       

17.
Direct Cost (Line 15 x 16)
$       

18.
Overhead
$       
19.
Travel Costs
$                                                        

20.
Training Costs
$       

21.
Total Cost (Line 17 through 20)
$       
-Amounts shown for lines 1 through 8 represent average hours per provider.

-Number of PPS Exempt Units included in line 9 =         , included in line 10=         
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EXHIBIT 1 
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EXHIBIT 1 (Cont.)


Pages 4-71 - 4-72


RESERVED FOR CHARTS


SCHEDULE OF PROVIDERS SERVICED


(PROJECTED AS OF 10/1/88)
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