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Improving the Medicare Audit Process

4112.8
General.--In order to improve the overall efficiency of the Medicare cost report audit process, numerous recommendations for improvement are being implemented under the premise that prior planning. open communication, and clarifying expectations of all parties results in a smoother and more efficient audit process. The five-part process that follows should enable you to resolve a significant number of audit issues related to documentation. Thus, in addition to impacting the actual audit by resolving more issues, it will directly impact the appeals process as well.

41l2.9
Revised Medicare Audit Process.--The new audit process contains the following features:

     A.
Audit Confirmation Letter and Preliminary Information Request. -- Use an Audit Confirmation Letter and Preliminary Information Request for all audits. Exhibit I is a suggested format which you can modify to suit your particular circumstances.  This document will improve communications by advising the provider of the items that are to be made available at the entrance conference. as well as the major are as you intend to review during your audit.  An entrance conference agenda and exit conference format are also included and are to accompany your Audit Confirmation Letter.

            1.  Timing.-- Send the Audit Confirmation Letter to the provider so that it is received approximately two weeks prior to the beginning of your field audit.

            2.  General Characteristics.--The Audit Confirmation Letter should be provider specific and include the following features:

                 o  Related to issues scoped for audit;

                 o  Not a duplicate request for information that is already in the permanent audit file

                 o  Allow your organization flexibility to modify your audit where necessary:

                 o  Contain proposed agendas for the entrance and exit conferences; and

                 o  Detail the information that will be needed to complete the audit of the provider.

            3.  Information Requested.-- Develop your own written format for communicating to providers the areas of emphasis in the audit, the audit steps to be performed, what information and documentation is required. and why the information is needed. Send this information to the provider in the form of an attachment to accompany your Audit Confirmation Letter. A specific example of this attachment is not included, as you should develop your own format. However; use clear/concise explanations so that providers fully understand what is expected.
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B.   Entrance Conference.-- the entrance conference is an important step in the audit process as it sets the tone for the entire audit.  The entrance conference serves to enhance communications between you and the provider by covering a wide variety of issues.  At a minimum, the attendees at the entrance conference should consist of the Medicare auditors who will perform the audit, all appropriate provider personnel (controller, provider liaison, accountants, cost report preparers), provider consultants.  Consider the following in developing the entrance conference agenda and meeting format:


1    Timeframes.

                          o     Discuss , if necessary, the need for additional time to provide information requested in the Audit Confirmation Letter;

                          o     Provide an estimate of the time that auditors will spend on site; and

                          o    Discuss timeframes for conducting the audit, scheduling the exit conference, and your provider responsibilities for conduct and protocol at the exit conference


2    Other Discussion Topics.--
                          o      Discuss the scope of the audit areas to be reviewed, and the fact that the audit may turn up other issues not discussed at the entrance conference;

                         o       Give the provider an opportunity to explain what information requested in the Audit Confirmation Letter they can and cannot provide.  Explore alternative supporting documentation or ways to gather the supporting documentation with the provider representative; and

                         o    Discuss all of your proposed review and clerical review adjustments with the provider.  This allows the provider to gain an understanding of issues and provide additional documentation or ways to gather the supporting documentation during your onsite field audit.


3   Fiscal Intermediary and Provider Administrative Issues.--

                         o    The provider liaison should be identified by the provider and fully discuss his/her role to ensure full cooperation during the audit.

                         o    Discuss administrative issues such as location of working space for the auditors, use of copiers, your need to make long distance telephone calls, if necessary, and access to fax machines and files.

                         o   Encourage the third party cost report preparer to be available during the course of the audit and exit conference.


C.    Auditing Process.--One of the most important features of the new process is the designation of a provider staff person to serve in the role of the audit liaison.  This person assures that the issues are addressed as they
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arise, rather at the completion of the audit.  The provider liaison performs an active role during the audit.  This person either provides requested information or ensures that the appropriate and responsible individual(s) on the provider's staff is made aware of the request for additional information

In carrying out your responsibilities, your principal goal is to arrive at a correct settlement of the cost report.  In doing so, preserve both the provider's interest and government's interest.  If your audit uncovers circumstances in which a provider has inadvertently disadvantaged itself, advise the provider accordingly.  Use the provider liaison to discuss issues of this nature.  During the audit, maintain ongoing communications by meeting regularly with the provider liaison to handle the following:

                    o       Documentation that was not requested in your entrance letter or requested during the entrance conference;

                     o       Follow upon your requests for additional information.  The provider should respond in writing if they cannot comply with the agreed upon response date;

                      o      Open audit issues, proposed audit adjustments and/or the general progress of the audit.  Provide audit liaison with the audit adjustments and the related workpapers during the course of the audit.

       D.      Exit Conference.--The provider is entitled to an exit conference, but they may waive this right if they desire.  At your entrance determine the timing and expectations of the exit conference, and discuss the exit conference format.  Persons attending should be those parties authorized to make final decisions with respect to the audit.  In addition, we encourage third party preparers of the cost report to attend.  Specific exit conference requirements are as follows:

                       o    Make available the proposed audit adjustment report along with the applicable workpapers, if they were not provided during the audit;

                        o        Develop mutually agreeable arrangements, including timeframes, for the provider to obtain your audit workpapers, if they wish to review them at a later date;

                        o       Attempt to develop an agreed upon resolution for unresolved issues with specific actions required by you and the provider; and

                        o      Ensure that the provider understands that if they do not respond within the agreed upon timeframes, the audit adjustments will be made.

     E.     Post Exit Period.--The post-exit period is the period of time between the exit conference and the issuance of the Notice of Program Reimbursement (NPR).  For issues where agreement is not reached, continuing
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dialogue is encouraged.  In certain instances you may need to request an exception to the Contractor Performance Evaluation Program (CPEP) standard pertaining to the finalization of a cost report. In order for a cost report to be excluded from the CPEP standard. provide your rationale and obtain prior approval from your regional office (RO).  This allows you time to resolve most, if not all, documentation issues prior to final settlement and issuance of the NPR. During this exit period you are to:

                o  Respond to all additional documentation submitted by the provider by the agreed upon date, and

                o  Identify all new or modified audit adjustments on the proposed audit adjustment report that were changed or added subsequent to the exit conference by indicating the date of change.

             F. Evaluation Process. --To evaluate the effectiveness of this new process a draft evaluation form was developed. The form is divided into intermediary and provider sections. Give the provider a copy of the draft evaluation form at the beginning of the audit.  Completion is encouraged but not mandatory. Providers should submit the evaluation document to:

                Healthcare Financial Management Association (HFMA)

                1050    17(11. St. NW, Suite 700,

                Washington DC 20036.

 

         The national office of HFMA will send copies of the completed forms to the local HFMA chapter presidents. If the provider completes the evaluation., request a copy so that you may be aware of provider concerns stemming from the audit. (However. provider submission to intermediaries is optional).
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         4112.10   Exhibits

Exhibit I

Date

         Addressee

         Address

         City, State Zip Code

         

       RE.: AUDIT CONFIRMATION LETTER AND PRELIMINARY IN FORMATION REQUEST

         

                Provider________________________________________________________

                Provider No:_____________________________________________________

                F.Y.E.:__________________________________________________________         

         Dear _________________

         

         This is to confirm our   Date   telephone conversation with   Name   regarding the planned field audit of your  F.Y.E.  Medicare cost report. During the conversation we agreed the field audit will begin on   Date    Workspace will be provided for   auditor(s) for a period of ____ weeks.

The entrance conference is set to begin at Time and will be conducted at the    Place    site.  As discussed. your designated staff and or consultant(s) are to be present at this meeting.

In order to improve the auditing process for all parties involved. we have enclosed a listing of the items we need to have available at the time of the entrance conference and during the field audit. We have specified the major areas we intend to review during this field audit and we have included a brief explanation of why we are reviewing the listed areas

We may request additional documents or information during the field audit on an as-needed basis. Our requests will be in writing and we will make ever effort to give your assigned contact person as much advance notice as possible.

During the course of the field audit, we will provide you with copies of our proposed audit adjustments and supporting work papers. This will enable review and possible resolution of any open or contested issue(s) prior to the exit conference.

The date of the exit conference will be established during the entrance conference meeting.  Enclosed are the Entrance and Exit Conference Agenda sheets.

Should you have any questions or concerns regarding Our scheduled audit, please call me at  Telephone # or   Name   .    TitIe   , at   Telephone  #
                                                                                               Sincerely.,

                                                                                               Signature. Title

Enclosures

cc:
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EXHIBIT II

ITEMS NEEDED FOR THE AUDIT ENTRANCE CONFERENCE

             Provider Name:___________________

             Provider No.: _________ FYF _______

1.
Identify changes to the Chart of Accounts (i.e., new accounts).

2
Current Organizational Chart.

3.
General Ledger and Working Trial Balance (used to complete the cost report).

4.
Obtain a reconciliation of the working Trial Balance (used to complete the cost report.

5.
Schedule of Standard Charges for visits/routine services and ancillary services.

6.
Detailed schedule of depreciation showing Life, Method, Asset Cost and Accumulated Depreciation. If book depreciation differs from Medicare depreciation. reconciliation is needed.

7.
Work papers used in the preparation of the cost report

8.
CPA adjusting journal entries with supporting detail for major items.

9
CPA Management Letter for the year under audit.

10.
Minutes of Board of Directors Meeting.

11.
Copy of facility license. (Option)
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 EXHIBIT III

ENTRANCE CONFERENCE AGENDA

Intermediary Name _____________________________________________________________

Provider Name:________________________________________________________________
Provider No.:___________________ FYE ___________________

Auditor: _______________________Date: __________________
Time :___________    Location _____________________

Provider Representative:________________________________________________________
Intermediary Representative:____________________________________________________
Other:

_________________________________________________

_________________________________________________

1.  Staff Introductions

2.  Provider designation of “Contact” or “Liaison” person for auditors to work with on daily basis.

______________________________________________

3.  Establish a schedule for ongoing communication during the audit to update provider on audit progress, possible audit adjustments, documentation still required, and share other information.

______________________________________________________________________________

______________________________________________________________________________

4.  Establish administrative procedures for such things as:

Use of copy machine  ________________________
Telephone calls           ________________________
Work hours                 ________________________

Parking                       ________________________

Working space           ________________________
Other                 _____________________________
Rev. 32
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5.  Establish procedures for obtaining documents and records and return of same when the 

     auditors have completed their review.

______________________________________________________________________________

_____________________________________________________________________________

______________________________________________________________________________

6. Review last year’s audit adjustments as they relate to or effect the current year’s cost 

    report/audit.

______________________________________________________________________________

_____________________________________________________________________________

______________________________________________________________________________

7.Discussion of proposed adjustment,if any , to current year’s cost report identified during the 

   clerical and desk reviews performed by the fiscal intermediary.

_____________________________________________________________________________

_____________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

_____________________________________________________________________________

8. Discussion of areas to be audited, steps to be performed and documentation needed 

    as requested in the audit confirmation letter.

_____________________________________________________________________________

_____________________________________________________________________________

______________________________________________________________________________
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9.  Discuss the availability of third parties (CPAs, consultants, and other outside parties) and their records related to the cost report, for the auditors.

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

10. Arranging for tour of provider facility.

_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

11.  Establish a tentative date and time for the exit conference and discuss exit conference agenda.

12.  Discuss changes in organization ownership, new sub-units, ambulatory care ambulatory care, CORF, SNF, HHA, Swing Bed.

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

13.  Discuss and update the Internal control Questionnaire

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

14.  Other questions asked during the entrance conference.

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

15.  Agenda items from provider (if any)

______________________________________________________________________________

____________________________________________________________________________________________________________________________________________________________
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EXHIBIT IV

EXIT CONFERENCE FORMAT

Intermediary Name______________________________________________________________

Provider Name:_________________________________________________________________

Provider No:_____________________________  FYE:_________________________________

Auditor;_________________________________Date:_________________________________

Time:___________________________________Location:______________________________

Provider Representative:

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Intermediary Representative:

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Other:

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

         1  Discussion of proposed adjustments

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

         2   Discussion of documentation that is still needed by the auditor to complete his/her review

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
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EXHIBIT IV (Cont.)

3.
Define responsibilities for all open items.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

4.
Establish timeframes for.


    a.
 Providing documentation to auditors.


    ________________________________________________________________________


    ________________________________________________________________________

b.
Provider responding to proposed audit adjustments.

________________________________________________________________________

________________________________________________________________________

c
Response by FI to provider once documentation is received.

________________________________________________________________________

________________________________________________________________________

d.
Receipt of final adjustment.

________________________________________________________________________

________________________________________________________________________

e.
Intermediary to provide adjustment workpapers as requested by provider

________________________________________________________________________

________________________________________________________________________

5. 
Assure all provider records are returned.


__________________________________________________________________________


__________________________________________________________________________

Rev. 32
2-21.10

