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Contractor Performance Evaluation

2900.
CONTRACTOR PERFORMANCE EVALUATION 


The objectives of Contractor Performance Evaluation are to:

o
Measure and evaluate your performance in administering the Medicare program;

o
Improve your performance;

o
Provide a fair and accurate system of performance review for HCFA's use in ensuring effective and efficient Medicare program administration; and

o
Assess the degree to which your customers are satisfied with the services you provide in your administration of the Medicare program.

Through a system of review and appraisal, HCFA's evaluation measures and evaluates your compliance with program requirements and acknowledges achievement in your improvement of how you administer the Medicare program.  In implementing contractor performance evaluations, HCFA is responsible for:

o
Scheduling reviews of specified areas of your operation; 

o
Identifying deficiencies in performance; 

o
Formally notifying you of the findings and deficiencies discovered; and

o
Following up on your subsequent action.

You must meet specific responsibilities as defined in the Medicare contract, law, regulations, and general instructions.  You must provide complete and accurate information, as needed, in order for your performance to be effectively measured and evaluated.  The approach to contractor performance evaluation has been restructured into five criteria which set expectations, measure your performance and evaluate your performance against the expectations.  There is no numerical scoring.  By eliminating scoring, HCFA shifts the focus of contractor performance from the attainment of points to the actual performance of the activity under evaluation.  You meet a standard/expectation if you achieve the basic requirements of the appropriate operational instructions.  Your performance will be evaluated against a baseline measurement.  A baseline measurement is defined as the documented level at which your performance was determined to be during the most recent review of any aspect of your operations.  This baseline measurement can be established using statistical or other data, narrative information, etc.  However, at no time can the baseline performance be below legal, judicial or HCFA administrative level requirements.


The results of the reviews of each criterion are used in contract management decisions and published in the Report of Contractor Performance (RCP), and used by the contractor for continuous improvement.  The following is a description of each criterion.  Specific performance expectations for these criteria are discussed in §§2901.1 through 2901.5.


The first criterion of contractor performance evaluation is "Claims Processing" which measures contractual performance against claims processing accuracy and timeliness requirements.  Within the Claims Processing Criterion, HCFA has 
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identified those performance standards which are mandated by either law, regulation, or judicial decision.  These standards include bill processing timeliness, the rate of cases reversed by an Administrative Law Judge (ALJ), and the timeliness of your reconsideration cases.  Further evaluation in the Claims Processing Criterion may include, but is not limited to, the accuracy of bill processing, the level of electronic claims processing, and the accuracy of your reconsideration determinations.


The second criterion is "Customer Service" which assesses the completeness of the service you provide to customers in your administration of the Medicare program.  There are no mandated standards in the Customer Service Criterion.  Customer feedback may be used to collect comparable data on customer satisfaction and identify areas in need of improvement.  Among the specific contractor services that may be evaluated under the Customer Service Criterion are: 


o
Beneficiary relations; 



o
Provider education; 


o
Appropriate telephone inquiry responses; and


o
The tone and clarity of all correspondence.


The third criterion is "Payment Safeguards" which evaluates whether you safeguard the Medicare trust fund against inappropriate program expenditures.  Your performance may be evaluated in the areas of medical review (MR), Medicare Secondary Payer (MSP), fraud and abuse (F&A), and audit and reimbursement (A&R).  Mandated performance standards in the Payment Safeguards Criterion are the accuracy of decisions on skilled nursing facility (SNF) demand bills, and the timeliness of processing Tax Equity and Fiscal Responsibility Act (TEFRA) target rate adjustments, exceptions, and exemptions.  Further evaluation in this criterion may include, but is not limited to, the efficient and effective compilation and analysis of data to bring about continuous improvement in your efforts to safeguard Medicare program dollars.

   

The fourth criterion is "Fiscal Responsibility" which evaluates your efforts to protect the Medicare program and the public interest.  You must effectively manage Federal funds for both payment of benefits and cost of administration under the Medicare program.  You must have proper financial and budgetary controls in place to ensure that you are in compliance with your agreement with HHS and HCFA.  Additional functions reviewed under this criterion will include, but are not limited to, meeting the budgeted bottom line unit cost (BLUC), compliance with the Budget and Performance Requirements (BPR), and adherence to the Chief Financial Officer's Act.


The fifth criterion is "Administrative Activities" which measures your administrative management of the Medicare program.  You must efficiently and effectively manage your operations to assure constant improvement in the way you do business.  You must have proper systems security, ADP maintenance, and disaster recovery plans in place.  Evaluation under the Administrative Activities Criterion may include, but is not limited to, establishment, application, documentation, and effectiveness of your internal controls.  Internal controls include all aspects of your operation.  Administrative activities evaluation may include implementation reviews of corrective action plans (CAPs), task management plans, data and reporting requirements, and management improvement plans.
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Although the contractor performance evaluation approach sets forth criteria, mandated standards and expectations, HCFA is not precluded from carrying out its total administrative responsibilities.  For example, an RO is not precluded from conducting an evaluation if it becomes aware of potential performance shortcomings in areas not specifically addressed in the protocols provided in the Regional Office Manual (ROM).  ROs, on an ongoing basis, ascertain your overall efficiency and effectiveness.


The review of your performance of one or more functions may be based solely on reported data, or it may be validated by a review team composed of one or more HCFA RO and/or CO staff.  You may be asked to explain reported data, or be required to submit corrective action plans for one or more functions.  The decision as to the type of review, as well as the composition of a review team, will be based upon the continuous review and analysis of all performance functions by the RO.  Also, the type of review(s) conducted may vary from one contractor to the next, even within the region.


There may be times when not meeting requirements or expectations could be the result of circumstances beyond your control.  When you believe that such circumstances cause deficient performance, supply complete information regarding the circumstances to the HCFA RO.


A.
Implementation.--Reviews will be conducted monthly, quarterly, annually, or perhaps less frequently depending upon the subject matter reviewed. 


B.
Scope of Review.--HCFA has the option to review any or all aspects of your operations. There are instances, however, where evaluation of performance is mandated as a result of law, regulation or judicial decision.  Specific performance standards have been developed in a number of program areas (i.e., claims processing, customer service, payment safeguards, etc.) to evaluate mandated requirements.  The mandated requirements will be reviewed if the HCFA reviewer chooses to conduct an evaluation of the specific program area under which the mandated standard falls.  However, at the discretion of the HCFA reviewer, mandated requirements may also be evaluated even if the program area under which the standard falls is not evaluated.  Other areas of your operations will be evaluated on an ad hoc basis.


C.
Scheduling.--Your performance is evaluated through reviews and data analysis of various aspects of your operations.  The scheduling of these reviews is coordinated with you by the RO and/or CO reviewer immediately prior to the actual review.  In general, the evaluation of mandated standards is based upon performance from a specified start date to the date of the evaluation.  However, the evaluation of other areas of your operations may vary depending upon the degree of review deemed necessary by HCFA.


The frequency with which HCFA will review an area of your operations will not routinely be specified, e.g., annually or once each quarter.  The goal of continuous improvement obliges HCFA to conduct evaluations on whatever basis is appropriate.


D.
Measuring Performance.--Numerical scoring is eliminated in order to shift the focus of contractor performance from the attainment of points to the performance of the activity under evaluation.  You meet the performance requirement for a mandated standard, or fulfill other performance expectations, if the reviewer determines that you have achieved the basic requirements of the appropriate operational instructions.  Each mandated standard and performance expectation has a review protocol explaining how the review may be conducted.  The review protocols are provided to the ROs in the ROM §§1102 through 1102.5.
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If you do not perform an activity described in the mandated standard or performance expectation, or the activity is not applicable, you will not be evaluated for that activity.


Your performance is evaluated against each mandated standard and any other performance expectations selected for review.  Where formal, or statistically valid sampling techniques are employed, adjustments to performance requirements will be considered to account for sampling variability.  Performance below basic operational expectations constitutes a deficiency requiring correction or improvement.


E.
Corrective Action Plans (CAPs) for Performance Deficiencies.--The underlying principle behind issuing prospective criteria, mandated standards and expectations is to inform you of the basis against which your performance is evaluated by HCFA so that you may evaluate your performance on an ongoing basis and take timely corrective measures, as needed.  In addition, you are expected to operate effectively and efficiently in all areas of your operations, including those areas not specifically evaluated.  HCFA may elect to evaluate performance for any or all activities performed by contractors. 


If significant performance deficiencies are identified, the RO contacts and advises you to develop and implement a CAP.  The RO receives a copy of your CAP and monitors its implementation.  Where performance deficiencies are identified and a CAP is required, the CAP must include the review and/or establishment of appropriate contractor internal controls related to the deficiency.


F.
Reporting Requirements.--


1.
Performance Review Reports.--HCFA transmits to your appropriate official within 30 days after completion of the review, a written report describing the findings of the individual reviews of operations.  You will have 30 days to respond to the report in writing.


2.
Report of Contractor Performance (RCP).--HCFA will prepare a formal evaluation report of your overall operations.  The RCP contains the results of performance reviews conducted.


G.  Comments Related to Evaluation Findings.--Your comments related to the findings for individual performance evaluations should be submitted to the RO within 30 days of receipt.  Your comments will be channelled to the appropriate party for review and response, if warranted. 


H.
Contract Action.--In evaluating the effectiveness and efficiency of performance, HCFA considers the degree of contractor success in meeting these criteria, mandated standards and all other performance expectations.
Appropriate contract action is initiated based on the nature and degree of deficient performance.  The Secretary may take action that is consistent with the best interests of the Medicare program.  Such actions include, but are not limited to:

o
Regional Letter of Admonition;

o
Central Office Letter of Admonition;

o
Deletion of the automatic renewal clause from the contract without performance goals established;
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o
Deletion of the automatic renewal clause from the contract with performance goals established;

o
Limited contract-automatic renewal clause deleted and provision for termination upon 90 days notice;

o
Reduction in territory or "carve-out"; and 

o
Non-renewal/termination.

2901.
FISCAL INTERMEDIARY PERFORMANCE CRITERIA - GENERAL

You will be evaluated in five distinct criteria.  They are as follows:

o
Claims Processing Criterion;


o
Customer Service Criterion;


o
Payment Safeguards Criterion;


o
Fiscal Responsibility Criterion; and


o
Administrative Activities Criterion.


2901.1
Claims Processing Criterion.--Claims are processed timely and accurately in accordance with Medicare program laws, regulations, and general instructions.  There are four standards in the Claims Processing Criterion which are mandated by either law, regulation, or judicial decision.  These standards are listed below under the heading, "Claims Processing Mandated Standards."  Also, performance expectations for additional claims processing related functions, which may be evaluated under this criterion are discussed under the heading, "Claims Processing Performance Expectations."


Claims Processing Mandated Standards

STANDARD 1 - 95% of clean electronically submitted non-Periodic Interim Payment (PIP) bills paid within statutorily specified time frames.

REQUIREMENT TO MEET THE STANDARD:

95% or more of applicable bills are paid within 14 through 30 days.

STANDARD 2 - 95% of clean paper non-PIP bills paid within specified timeframes.


REQUIREMENT TO MEET THE STANDARD:


95% or more of applicable bills are paid within 27 through 30 days.


STANDARD 3 - Reversal rate by Administrative Law Judges is appropriate.


REQUIREMENT TO MEET THE STANDARD:


The ALJ reversal rate is appropriate.
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STANDARD 4 - 75% of reconsiderations are processed within 60 days and 90% are processed within 90 days.
REQUIREMENT TO MEET THE STANDARD:

75% of reconsiderations are processed within 60 days and 90% are processed within 90 days.

Claims Processing Performance Expectations
Your claims processing operations will be reviewed focusing on three sets of indicators that will be measured to produce one or more outcome measures.  The three sets of indicators are accuracy, timeliness and cost.


Each set of indicators will have one or more primary indicators that will be measured in conjunction with a series of secondary indicators.  For timeliness, these indicators include claims processing timeliness, interest payments, aged pendings, Common Working File (CWF) edit reports, percent of claims processed as clean claims, days work on hand (DWOH), denial rates, and the processing times of adjustments.


For accuracy of claims processing, the indicators subject to review include: 

o
Review of actual claims submitted into the contractor's system;


o
Critical tasks affecting claims processing;


o 
A claims processing test system; 


o
Quality assurance (QA) system; 


o
Appeal reversal rates and denial rates;


o
Contractor bulletins;


o
Provider education activities; 


o
Medical review edits used in focused medical review (FMR);


o
Volume and trends of adjustments; and


o
Appeals workload data.



In addition to the primary and secondary indicators that specifically measure or indicate timely and/or accurate claims processing, there will be a series of indicators related to line 1 costs.  This will include line 1 costs (alone and as a percent of the bottom line unit cost (BLUC)), EDP costs within line 1, EMC rates, electronic remittance advice and electronic funds transfer usage.  This set of indicators will also be monitored against the results achieved for timely, accurate claims processing.


At a minimum, you are expected to comply with all of HCFA's requirements, in addition to meeting all statutory, regulatory and manual provisions related to claims processing.  You will have a unique baseline minimum performance standard you are expected to maintain or exceed.  The baseline minimum performance standard for the most recently completed evaluation is based upon your average performance for the claims processing standards.  However, if you 
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were deficient in a performance indicator, the baseline minimum performance will not be lower than the minimum statutory performance or HCFA minimum performance expectation.


Your performance will not be compared against the performance of other intermediaries.  Rather, you will be reviewed to ensure that you maintain on-going monitoring of your claims processing operations which results in continuous improvement in these functions.  Therefore, the various sample reviews conducted in the Claims Processing Criterion will not mandate the specific size of the samples.  Instead, HCFA's ongoing review of your performance will dictate the size of any review samples.


2901.2
Customer Service Criterion.--Contractors are responsible for providing quality service to the beneficiaries and providers they serve.  Performance expectations for this criterion are discussed below.  There are no mandated standards for this criterion. 


Customer Service Performance Expectations

The Customer Service Criterion focuses on performance in areas which are tangible to beneficiaries and providers.  It is within this area that your providing of accurate, timely, clear and courteous responses to written inquiries is measured.  Other activities, such as telephone and walk-in services, educational and outreach efforts, staff training, and your oversight activities may also be measured. (This is not an all-inclusive list.)  Customer feedback relative to enhancing customer satisfaction may also be considered.  HCFA expects you to work in a professional and courteous manner, providing clear, accurate information efficiently and effectively.


At a minimum, you are expected to comply with all of HCFA's requirements, including all statutory, regulatory and manual provisions pertaining to those functions relative to customer service.  Your performance will be evaluated against a baseline measurement.  A baseline measurement is defined as the documented level at which your performance was determined to be during the most recent review of any aspect of your operations.  This baseline measurement can be established using statistical or other data, narrative information, etc.  However, at no time can the baseline performance be below law, judicial or HCFA administrative level requirements.  HCFA acknowledges areas where good performance practices exist, but you are required to implement CAPS as necessary when your performance does not meet expectations.  You must also take actions to continually improve service, with the goal of providing the highest level of quality service to beneficiaries and providers at all times.


Performance reviews are conducted by HCFA.  As determined by HCFA, customer participation may be requested.  While beneficiary and provider input are considered by HCFA staff conducting the reviews, only HCFA can make error determinations per your contract with HCFA.  Decisions as to who participates on the review teams are made on an individual contractor basis.  HCFA reserves the right to evaluate any aspect of your operation at any time.  HCFA will generally inform you about the review process, but is not obligated to provide you with intricate details relating to how the review will be conducted.


2901.3
Payment Safeguards Criterion.--The Medicare program has built into it some operational activities designed to safeguard it against inappropriate program expenditures.  There are two standards in the Payment Safeguards Criterion mandated by either law, regulation, or judicial decision.  These standards are listed below under the heading, "Payment Safeguards Mandated Standards."  Performance expectations for additional payment safeguard-related functions, which may be evaluated under this criterion, are discussed under the heading, "Payment Safeguard Performance Expectations."
Rev. 403
2-855.6

2901.3 (Cont.)
ADMINISTRATIVE GUIDES
03-95

Functions discussed under this heading include MR, Medicare Secondary Payer (MSP), fraud and abuse and audit and reimbursement.


Payment Safeguards Mandated Standards

Standard 1 - Decisions of SNF demand bills are accurate.

REQUIREMENT TO MEET THE STANDARD:


All SNF demand bills are processed accurately.


Standard 2 - TEFRA target rate adjustments, exceptions, and exemptions are processed within mandated timeframes.

REQUIREMENTS TO MEET THE STANDARD:


All adjustment applications to TEFRA target amounts are processed in accordance with program instructions within 75 days, or returned as incomplete within 60 days.


Payment Safeguards Performance Expectations

Medical Review:

Continually and effectively analyze local and national data identifying emerging trends, aberrancies in utilization, areas of potential abuse, inappropriate care, and overutilization for all bill types.  Prioritize problems identified by program dollars at risk.


HCFA will also assess you in taking corrective action to address problems identified to prevent their recurrence, thereby reducing inappropriate program payment.  Monitor corrective actions and modify them as necessary to ensure actions effectively address problems identified.  Appropriate corrective actions include: 


o
Policy development and implementation; 


o
Screen development and implementation; 


o
Medical review; 


o
Provider outreach and education; 


o
Overpayment assessment and collection; 


o
Referral to fraud and abuse units; and 


o
Referral to HCFA for policy clarification or development.


Reviews of your performance are conducted by HCFA RO and possibly CO staff.  HCFA reserves the right to evaluate any aspect of your operation at any time and is not limited to those areas discussed above.  HCFA has a responsibility to provide you with general information about the review process, but is not obligated to provide you with intricate details relating to how the reviews will be conducted.


Medicare Secondary Payer:


HCFA and its contractors are dedicated to preserving and recovering erroneously 
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spent trust fund dollars through adherence to the MSP statutes, regulations and instructions.  The MSP evaluation will focus on prepayment reviews, handling of the claims, and other activities associated with MSP to ascertain that all instructions are being followed.  At a minimum, the reviewer will evaluate whether you are adhering to all HCFA directives for the proper processing of MSP claims and the proper handling of all MSP recoveries.


HCFA will make every effort to acknowledge areas where good performance practices exist, but HCFA also expects you to implement CAPs as necessary when levels of performance fall below expectations.  Contractors are to take actions to continually improve methods of handling MSP claims and processes through additional information and directives presented by CO.


Performance reviews will be conducted by HCFA RO and possibly CO staff.  HCFA reserves the right to evaluate any aspect of your operation at any time.  HCFA has a responsibility to generally inform you about the review process, but is not obligated to provide you with intricate details relating to how the reviews will be conducted.


Fraud and Abuse:


The review of your F&A activities will focus on your ability to detect and deter F&A in the Medicare program and how well you develop F&A cases.  The F&A evaluation will review your activities in the basic level of fraud detection, deterrence and development as described in the revised Part 3, Medicare Intermediary Manual (MIM), §§3950ff and other related HCFA instructions.


HCFA will assess your ability to proactively identify potential fraud cases existing within your service area and your ability to take appropriate action on each of these cases.  HCFA will review your efforts in investigating allegations of fraud made by beneficiaries, providers, HCFA, the Office of Inspector General (OIG) and other sources, such as, National Medicare Fraud Alerts issued by OIG and HCFA.  You will also be expected to develop, document, complete and refer cases/complaints, factual and non-factual, as specified in the revised Part 3, MIM, §§3950ff.  HCFA may also look at your interaction and exchange of information and data with other internal components in your Medicare operation, other government and non-government agencies, law enforcement agencies, and other types of groups, as well as the Medicare Fraud and Abuse Information Coordinator in your proactive pursuit of fraud.  HCFA must be able to determine whether you meet the payment safeguard requirements related to the prevention, detection and deterrence of F&A situations as set forth in the revised Part 3, MIM, §§3950ff and whether the majority of sampled cases were properly developed and concluded in accordance with Part 3, §§3950ff requirements.


Reviews of your performance will be conducted by HCFA RO and, possibly, CO staff.  HCFA reserves the right to evaluate any aspect of your operation at any time, and is not limited to those areas discussed above.  HCFA has a responsibility to provide you with general information about the review process, but is not obligated to provide you with intricate details relating to how the reviews will be conducted.  


Audit and Reimbursement:


HCFA may expand its review of your A&R activities at its discretion.  Perform the following functions relative to your A&R responsibilities:
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o
For each of the following provider types, ensure that all payments to each individual provider approximate actual reimbursable costs within the following defined ranges:


-   Interim payments to Hospitals are between 96.0% - 102.0% of total Medicare reimbursable costs;


-
Interim payments to HHAs are between 94.0% - 103.0% of total Medicare reimbursable costs; and


-    Interim payments to SNFs are between 86.0% - 104.0% of total Medicare reimbursable costs.


o
For all cost report settlements, settle 90% of the cost reports according to the following timeframe:


Provider Type

Fiscal Year End

Hospital cost reports
September 30, 1993 or before

Freestanding SNFs
June 30, 1993 - May 31, 1994, or before

Freestanding HHAs
June 30, 1993 - May 31, 1994, or before   


o
Determine the amount due the provider approximates the estimated reimbursable cost and is tentatively settled within 60 days of receipt of an acceptable cost report.

 

o
Settle cost report reopenings within 180 days of receipt of required data.


o
Ensure that cost report reopenings are adjudicated accurately and in accordance with Medicare reimbursement policy.  You are to ensure that Medicare pays no more and no less than what is appropriate and that you properly utilize Medicare policy.  Where audit activity is utilized, ensure that all Government Auditing Standards (GAS) and HCFA audit expectations are applied and followed.


o
Process requests for exceptions to the routine cost limit no later than 90 days after receipt of all necessary information needed to resolve the cost limit determination.


o
Evaluate cost limit exception requests and accurately determine and document any adjustments and final conclusions to either grant or deny the request in accordance with HCFA instructions.


o
Collect provider overpayments within 30 days of the date of determination and process all overpayments in accordance with Medicare program instructions.


o
Implement all instructions found in HCFA special initiatives and/or directives in a timely and accurate manner.


o
Meet BPR workload requirements using the funding provided in the most efficient and effective manner.


o
The data you use to prepare audit and reimbursement reports must be accurate and updated, as necessary.  Reports may include the System Tracking for Audit and Reimbursement (STAR) Report, the Contractor Audit and Settlement Report (CASR), the Provider Overpayment Report (POR), the Provider Specific File, and Graduate Medical Education (GME) files.
2-855.9
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o
Process Provider Reimbursement Review Board requests timely and accurately.


o
Ensure that Medicare pays no more, or no less than appropriate, and that you properly implement Medicare policy for appeals that are administratively resolved.


o
Develop an Internal Quality Control (IQC) function providing assurance to management and HCFA that your audit functions are being properly conducted in accordance with Government Auditing Standards (GAS) and HCFA audit expectations.  Your IQC function should identify any problems with the implementation of Medicare policies and instructions for management.  Develop CAPs to ensure that any problems are addressed and corrected for future periods.


o
Ensure that Medicare pays no more, or no less than appropriate, and that you properly implement Medicare reimbursement policy.  Where audit activity is utilized, ensure that applicable GAS and HCFA audit expectations are applied and followed.


o
Develop a CAP for any problem identified by HCFA during the review of your operation. Your CAP must address the following two parts, where applicable:


(1)
The correction of provider-specific deficiencies; and 


(2)
The development and implementation of internal controls ensuring that similar problems do not occur in the future.  The CAP must be mutually agreed upon by both you and the HCFA reviewer as to its content and implementation date.


2901.4
Fiscal Responsibility Criterion.--Proper financial and budgetary internal controls over benefit payments and administrative costs must be in place to ensure compliance with contractor agreements with HCFA.  There are no mandated standards for this criterion.


Fiscal Responsibility Performance Expectations

Properly account for funding and prudently utilize your administrative budget.  At a minimum, you are expected to comply with all of HCFA's fiscal responsibility requirements, in addition to meeting all statutory, regulatory and manual provisions pertaining to fiscal responsibility.  Areas of performance under this criterion which may be reviewed include, but are not limited to, meeting the budgeted BLUC, compliance with BPRs, adherence to Chief Financial Officer's Act and your overall control of administrative costs and benefit payments.


2901.5
Administrative Activities Criterion.--The Medicare program must be administered effectively.  Review of your administrative functions may include, but is not limited to, internal controls, compliance with HCFA instructions and compliance with reporting requirements.  There are no mandated standards for this criterion.


Administrative Activities Performance Expectations

Internal Controls:


The Federal Managers' Financial Integrity Act (FMFIA) of 1982 requires agencies to ensure that effective internal controls are in place throughout all programs and administrative functions.  This includes HCFA's contractors.
Rev. 403
2-855.10

2901.5 (Cont.)
ADMINISTRATIVE GUIDES
03-95

Internal controls are operational checks and balances which ensure that a task will be carried out as planned in the most efficient and effective way possible.  Without strong internal controls, there is an increased likelihood of fraud, waste and mismanagement.


The internal control system is the organizational structure and the sum of the methods and measures used to achieve the objectives of internal control.  An internal control system should not be a separate system.  It should be an integral part of each system that management uses to regulate and guide its operation.


A manager is expected to plan, organize, act and control.  Internal controls are a manager's tool to ensure that his/her objectives are met.  Each of your Medicare operations managers is responsible for ensuring that he/she has adequate internal controls for his/her respective areas of responsibility.


Follow the Comptroller General's "Standards For Internal Controls In The Federal Government" in establishing and maintaining systems of internal control as required by FMFIA.  These standards consist of general and specific standards which are:


General Standards Include:

o
Reasonable assurance;

o
Supportive attitude;

o
Competent personnel;

o
Control objectives; and

o
Control techniques.


Specific Standards Include:

o
Documentation;

o
Recording of transactions and events;

o
Execution of transactions and events;

o
Separation of Duties;

o
Supervision; and

o
Access to and accountability for resources.


You will be required to certify that you are in compliance with FMFIA to include internal control standards as specified in the General Accounting Office "Standards For Internal Controls In The Federal Government."


Compliance with HCFA Instructions:

HCFA's instructions to contractors take various forms including, but not limited to, Task Management Plans, program memoranda, manual transmittals, RO Intermediary Letters, etc.  Implement all HCFA instructions in a timely and accurate fashion, and keep the RO informed of the status of the completion of instructions on a flow basis in a format prescribed by HCFA.  Notify the RO as soon as possible when it is determined that the timely and/or accurate completion of an instruction is not possible.


Your process for receiving, controlling and implementing HCFA instructions will be reviewed.  Your reporting of the status of implementation of HCFA instructions, and the timeliness and accuracy with which you complete implementation, will be reviewed on an ongoing basis and is applicable to all instructions issued.
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Compliance with Reporting Requirements:


As part of your responsibilities as a Medicare contractor, you are required to furnish HCFA various workload data for use as a management tool in assessing your administration of the Medicare program.  The data reported are the primary sources of current information on key aspects of your workload processing activities.  Given the crucial nature of the data, timely and accurate submission of this information is vital.  The due dates for all reporting involved are identified in the respective HCFA program manuals.  


HCFA published in the Federal Register a general notice containing the criteria and mandated standards for evaluating contractor performance.  This notice contains a section requiring Medicare contractors to certify the accuracy of the data they submit to HCFA.  These certifications are to be furnished to HCFA annually.  Consequently, by the 60th day after the beginning of the fiscal year, you must submit to your RO a formal certification attesting to the following:


o
All information submitted to HCFA relating to contractor performance evaluations including, without limitation, all records, reports, files, papers and other information, whether in writing, electronic, or other forms, are accurate and complete to the best of your knowledge and belief.  Also, certify that your files, records, documents, and data have not been manipulated or falsified in an effort to receive a more favorable performance evaluation. 


o
Certify that to the best of your knowledge and belief, you have submitted, without withholding any relevant information, all information required to be submitted with respect to your performance evaluation under the authority of applicable law(s), regulation(s), contracts, or HCFA manual provision(s).


Any contractor which makes false, fictitious, or fraudulent certification may be subject to criminal and/or civil prosecution, as well as appropriate administrative action.  Such administrative action may include debarment or suspension of the contractor, as well as termination or nonrenewal of a contract.


The workload data you furnish should conform to the reporting requirements recorded in HCFA program manuals.  The data furnished includes information and data transmitted by hardcopy or via electronic transmissions.
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Regional Home Health Intermediary (RHHI) Performance Evaluation
2902.
THE RHHI PERFORMANCE EVALUATION


The objectives of RHHI Contractor Performance Evaluation are to:

o
Measure and evaluate your performance in administering the Medicare program;

o
Improve your performance; and

o
Provide a fair and accurate system of performance review for HCFA's use in ensuring effective and efficient Medicare program administration.


Through a system of review and appraisal, HCFA's evaluation measures and evaluates your compliance with program requirements and acknowledges achievement in your improvement of how you administer the Medicare program.  In implementing contractor performance evaluations, HCFA ROs and/or CO are responsible for:

o
Scheduling reviews of specified areas of your operation; 

o
Identifying deficiencies in performance; 

o
Formally notifying you of the findings and deficiencies discovered; and

o
Following up on your subsequent action.

The approach to contractor performance evaluation has been restructured.  There is no longer any numerical scoring.  By eliminating scoring, HCFA shifts the focus of contractor performance from the attainment of points to the actual performance of the activity under evaluation.  You meet a standard/expectation if you achieve the basic requirements of the appropriate operational instructions.  Your performance will be evaluated against a baseline measurement.  A baseline measurement is defined as the documented level at which your performance was determined to be during the most recent review of any aspect of your operations.  This baseline measurement can be established using statistical or other data, narrative information, etc.  However, at no time can the baseline performance be below legislative, judicial or HCFA administrative level requirements.


You must meet specific responsibilities as defined in the Medicare contract, law, regulations, and general instructions.  You must provide complete and accurate information, as needed, in order for your performance to be effectively measured and evaluated.  You will be evaluated on three standards which are mandated by law, regulation or judicial decision.  However, review of your performance is not limited to these three standards.  HCFA, at its option, may review any aspect of your operations to any degree it deems necessary.  Other areas which may be reviewed are discussed under "RHHI Performance Expectations" in §2903.1.  The results of these reviews are used in contract management decisions and published in the RCP.  


Although the contractor performance evaluation approach sets forth specific mandated standards and expectations, HCFA is not precluded from carrying out its total administrative responsibilities.  For example, an RO is not precluded 
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from conducting an evaluation if it becomes aware of potential performance shortcomings in areas not specifically addressed in the protocols provided in §§1102-1102.5 of the ROM.  ROs, on an ongoing basis, ascertain your overall efficiency and effectiveness.


There may be times when not meeting mandated standards and expectations could be the result of circumstances beyond your control.  When you believe that such circumstances cause deficient performance, supply complete information regarding these circumstances to the HCFA RO as soon as you become aware of it.


A.
Implementation.--Reviews will be conducted monthly, quarterly, annually or perhaps less frequently, depending upon the subject matter reviewed.


B.
Scope of Review.--HCFA has the option to review any or all aspects of your operations. There are instances, however, where evaluation of performance is mandated as a result of law, regulation or judicial decision.  Three specific performance standards have been developed to evaluate mandated requirements.  Other areas of your operations will be evaluated on an ad hoc basis.


C.
Scheduling.--Your performance is evaluated through reviews of various aspects of operations.  The scheduling of these reviews is coordinated with you by the RO and/or CO reviewer prior to the actual review.  In general, evaluation of mandated standards are based upon performance from the beginning of the review period to the date of evaluation.  However, the evaluation of other areas of your operations may vary depending upon the degree of review deemed necessary by HCFA.


If performance for a mandated standard, or other area of operation, is acceptable, it may be evaluated only once during the review period.  However, if subsequent information indicates that performance has deteriorated, HCFA will, in most instances, conduct another evaluation.


D.
Measuring Performance.--Numerical scoring is eliminated in order to shift the focus of contractor performance from the attainment of points to the performance of the activity under evaluation.  You meet the performance requirement for a mandated standard, or fulfill other performance expectations, if the reviewer determines you have achieved the basic requirements of the appropriate operational instructions.  Each mandated standard and expectation has a review protocol explaining how the review of each mandated standard and performance expectation is conducted.  The review protocols are provided to the ROs in the ROM §§1102 through 1102.5.  If you do not perform an activity described in the mandated standard or performance expectation, or the activity is not applicable, you are not evaluated for that activity.


Your performance is evaluated against each mandated standard and any other performance expectations selected for review.  Where formal, or statistically valid sampling techniques are employed, adjustments to performance requirements are considered to account for sampling variability.  Performance below basic operational expectations constitutes a deficiency requiring correction or improvement.


E.
CAPs for Performance Deficiencies.--The underlying principle behind issuing prospective criteria, mandated standards and expectations, is to inform you of the basis against which your performance is evaluated by HCFA so that you may evaluate your performance on an ongoing basis and take timely corrective measures as needed.  In addition, you are expected to operate
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effectively and efficiently in all areas of your operations, including those areas not specifically evaluated.  HCFA may elect to evaluate performance for any or all activities performed by contractors.


The RO contacts you, when necessary, to develop and implement a CAP if significant performance deficiencies are identified.  The RO monitors implementation of your contractor performance evaluation.  Where performance deficiencies are identified and a CAP is required, the CAP must include the review and/or establishment of appropriate contractor internal controls related to the deficiency.


F.
Reporting Requirements.--


1.
RHHI Performance Review Reports.--HCFA transmits a written review report, describing the findings of the individual reviews of operations to your appropriate official within 30 days after the completion of the review. 


2.
Report of Contractor Performance (RCP).--HCFA prepares a formal evaluation report of your overall operations.  The RCP contains the results of performance reviews.


G.
Comments Related to Evaluation Findings.--Comments related to the findings for individual performance evaluations must be submitted to the RO within 30 days of receipt.  Your comments will be channelled to the appropriate party for review and a response, if warranted.


H.
Contract Action.--In evaluating the effectiveness and efficiency of performance, HCFA considers the degree of contractor success in meeting these criteria, mandated standards, and all other performance expectations.


Appropriate contract action is initiated based on the nature and degree of deficient performance.  The Secretary may take action consistent with the best interests of the Medicare program.  Such actions include, but are not limited to:


o
Regional Office Letter of Admonition;


o
Central Office Letter of Admonition;


o
Reassignment of a portion of the Home Health Agencies (HHA) to another RHHI temporarily or permanently; and 


o
Halting all future HHA assignments to the RHHI; and replace/terminate the RHHI operation.


2903.
RHHI PERFORMANCE CRITERIA - GENERAL


The performance criterion specified in §2903.1 is comprised of three mandated standards relating to the processing of HHA and hospice workloads.  They include processing HHA/hospice bills timely and processing reconsiderations from beneficiaries, HHAs and hospices timely.  These standards are mandated by law, regulation or judicial decision and are found under the heading, "RHHI Mandated Standards."  Also, performance expectations for additional RHHI functions, which may be evaluated at HCFA's discretion, are found under the heading, "RHHI Performance Expectations."
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2903.1
RHHI Criterion.--RHHIs must effectively and efficiently administer the Medicare program with respect to services provided by HHA and hospice providers. 

RHHI Mandated Standards

STANDARD 1 - 95% of clean electronically submitted non-PIP HHA/Hospice bills paid within statutorily specified time frames.  


REQUIREMENT TO MEET THE STANDARD:


95% or more of applicable bills are paid within 14 through 30 days.


STANDARD 2 - 95% of clean paper non-PIP HHA/Hospice bills paid within specified time frames.  


REQUIREMENT TO MEET THE STANDARD:


95% or more bills of applicable bills are paid within 27 through 30 days.


Standard 3 - 75% of HHA/Hospice reconsiderations are processed within 60 days and 90% are processed within 90 days.


REQUIREMENT TO MEET THE STANDARD:


75% or more reconsiderations are processed in 60 days, and 90% or more are processed in 90 days.


RHHI Performance Expectations

At a minimum, you are to comply with all of HCFA's requirements, in addition to meeting all statutory, regulatory and manual provisions pertaining to your role as a RHHI.  Performance in FY 1995 will serve as a baseline measurement for evaluating your performance in future years.  HCFA will make every effort to acknowledge areas where good performance practices exist.  However, you are expected to implement CAPs as necessary when levels of performance fall below expectations. You are also expected to continually improve performance with the goal of providing the highest level of service possible.


HCFA reserves the right to evaluate any aspect of your operation at any time, and is not limited to evaluation of the mandated performance standards listed above.  Other areas which HCFA may evaluate include, but are not limited to:


o
Accuracy and timeliness of cost reports; 


o
Interim rate setting; 


o
Accuracy of medical review coverage decisions, and 


o
Accuracy of reconsiderations.

2-859.3
Rev. 403

9-74
ADMINISTRATIVE GUIDES
2920.2


Intermediary Safeguards Against Employee, Fraud,

Theft, Embezzlement, or Sabotage
2920.
FRAUD, THEFT, EMBEZZLEMENT, OR SABOTAGE OF MEDICARE FUNDS OR MATERIALS BY INTERMEDIARY EMPLOYEES.

The mention of fraud, theft, embezzlement, or sabotage by an employee is a distasteful subject to any organization and to its employees.  Unfortunately, such cases do occur and consequently an instruction is required to outline procedures to deter such occurrence and to set forth the procedures that should be followed if such an act is discovered.

Acts of fraud, theft, embezzlement or sabotage involving Medicare funds or materials, constitute violations of the United States Criminal Code, and thus the ensuing investigations are matters within the jurisdiction of the Federal Government.

Intermediaries have a responsibility to notify the health insurance regional office without delay of a suspected violation by an employee and to thereafter cooperate with the HIRO in any subsequent investigation conducted by the HIRO or other Federal agency. Intermediaries also have a responsibility to develop and maintain at least the minimal safeguards and security measures outlined in §2920.3 to prevent occurrences of theft, embezzlement, sabotage or fraud involving the Medicare funds or materials for which they are accountable.

2920.1
Application of the United States Criminal Code.--Medicare requests for payment, e.g., SSA-l453, SSA-l483 and SSA-l487 constitute "claims against the government."  It is a violation of Federal law to make or cause to be made fraudulent claims, to alter bills or papers being processed, or to take or to use for those purposes, claims forms or other papers relating to claims.  In addition, to aid or otherwise participate in an attempt to defraud the Federal Government with respect to claims is punishable as a conspiracy under the U.S. Criminal Code.  Anyone convicted of any of the above violations is subject to imprisonment for up to five years and to a fine of up to $l0,000.  Appropriate citations of the United States Criminal Code are 42 U.S.C. (Section 208 of the Social Security Act); l8 U.S.C. 285-287, 37l, 47l, l00l, l002, and 207l.

2920.2
Situations Which Should be Reported to the Regional Office.--The following are examples of acts which intermediaries must bring to the attention of the RO.

When they have reason to believe that an employee:

A.
made, or caused to be made, false or fictitious Medicare requests for payment;

B.
altered Medicare requests for payment submitted by others;
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C.
without authorization, took and/or used Medicare claims forms, bills or other papers relating to Medicare payments;

D.
entered into a conspiracy with another person to defraud the Government with respect to Medicare requests for payment;

E.
knowingly issued, or caused to be issued, checks for Medicare payments not in fact due the payee;

F.
knowingly issued, or caused to be issued, Medicare checks in a fictitious name and/or to an address other than the address of the proper recipient of the payment;

G.
stole Medicare checks in the possession of the intermediary;

H.
cashed or attempted to cash erroneously issued checks;

I.
accepted payment in any form from an organization or individual to influence the payment or nonpayment of Medicare funds;

J.
otherwise illegally obtained Medicare funds from the contractor;

or

K.
caused premeditated destruction of Medicare files or property.

2920.3
Intermediary Minimal Safeguards.--When considering the subject of preventing or detecting employee dishonesty, three areas of intermediary operations should be kept under constant observation and control.  These areas are personnel selection, and manual and computer processing of claims.

A.
Personnel Selection.--Employment applications for employees in critical areas should provide for the job applicant's signed authorization to contact his past and present employers and to verify all data provided.  The data provided should be verified either by personal meetings, telephone, or mail.  The employment application form should provide for the applicant's signed acknowledgment that falsification of his application could be cause for dismissal at any time after employment.

B.
Manual Claims Processing Area.--All intermediaries have a qualify assurance review or an end-of-line review in their Medicare operation.  The management personnel who are responsible for these reviews should be reminded periodically of the possibility of employee dishonesty.  Further, each intermediary should have developed and be applying to this operation a vigilant protection and detection program.  A basic part of this program should involve check security.  Minimum security measures should be as follows:

l.
A significant sample of work being processed should be reviewed by supervisors or by a theft/fraud detection group.
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2.
Work which appears to have been altered or approved for payment without proper supporting documentation should be discussed with the processor immediately.  If the alteration and subsequent discussion with the employee indicates fraudulent intent the matter should be documented and reported immediately to the regional office.

Work not connected with the questionable material should not be delayed pending resolution of the issues involved.

3.
Individual claims for an unusually large sum of money, considering the services involved, should be reviewed by two processors or authorizes before payment is made.  This review may be accomplished as an integral part of the review specified in Item l.

4.
Employees responsible for the insurance of checks should be separated from the employees who approve claims for payment.  In a small intermediary operation the responsible check signer may be a corporate officer.  In a large intermediary operation the check issuing staff should be subject to the same type of review as described in Item l through Item 3.

5.
Blank checks should be carefully controlled.  They should be kept in locked containers until needed for issuance and should be numbered or otherwise coded to show that each check was used to pay a specific Medicare claim.

6.
Returned checks should also be carefully controlled.  They should be logged back into the intermediary's operation by one person with final disposition of the returned check by a second person.  This system allows a cross check on final disposition of these checks.

C.
Computerized Bill Processing Area.--Intermediaries use a variety of systems and programs to process their workloads.  However, some basic protective internal controls must be adopted by the intermediaries to protect Medicare funds and property. The following hypothetical cases illustrate the necessity for the establishment of these controls:

Case l:
A modification of the address routine in the address intended for check number 20389 being printed on check number 2037, the address intended for check number 2039 being printed on check number 2038, etc.  The problem is detected after all the checks have been mailed.

The defective routine was inserted by a disgruntled employee.

Case 2:
A modification of the address routine resulted in the address of a programmer's mother-in-law being printed on checks involving three specific health insurance claim numbers.  The number belonged to beneficiaries who had already satisfied the deductible.

Rev. 79
2-872

2920.3(Cont.)
ADMINISTRATIVE GUIDES
9-74

The defective routine was inserted by a dishonest employee.

In general, the best protection against fraud, theft, embezzlement, or sabotage similar to those illustrated by these cases is a set of formal procedures which contain internal controls.  These controls should include, but need not be limited to the following:  (The specific procedures will vary depending on the organizational structure as well as other standard operating procedures of the intermediary.)

l.
Separation and close supervision of the work of computer programmers, console operators and other employees who have access to the computer or programs used by the computer. Two or more individuals should be involved in each program change. Good management practice precludes allowing a programmer to test run his program.  The intermediary should independently test new programs to insure that they cannot be used to defraud its operations.  Computer console operators should also have their runs carefully supervised by management officials.

2.
Specific individuals or an organizational segment should have the exclusive right to authorize changes in title XVIII EDP programs.  The authorization should be in writing and should be prepared by the programmer and the individual reviewing the change.

3.
A transmittal should be prepared for each updated program deck released to the EDP operation personnel.  The transmittal should include a description, in lay language, of the reason for the change.

4.
Programs and documentation should be kept in a secured area by a tape librarian.  The tape library should be locked when unattended.  The librarian should release programs to a user only on the basis of a written authorization for the program change or a written statement of the emergency requirement for a change.  A regular authorization should state the time and date the user took the program and the reason the program is required.  A regular authorization should be obtained as soon as possible for each emergency change.  When the program is returned to the library the user should state the time and date of its return.

5.
All documentation should be filed in some logical manner so that it will be easy to ascertain when an improvement, correction, or other modification was made.  This documentation will also facilitate pinpointing when errors were introduced, who was responsible, etc.

6.
Computer operation time logs should be carefully maintained and audited frequently while the work produced by a console operator should be measured against the time that he operated the computer system.
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7.
Each computer console operator should be required to prepare a written report each time he operates the computer.  This report should describe the work he performed and the exact time that the computer was in operation.

8.
Computer hardware, including memory banks and stored programs, should be located in an area to which access is limited during both attended and unattended times.  This access should be restricted to employees and visitors who have a need to be in that area.  They should be issued badges, possibly color coded for security to limit access to the computer room and the tape library.  Other employees and visitors should definitely be excluded from these areas.

These standards are intended to represent minimal measures which should be taken to protect Medicare funds and property.  Additional and improved safeguards in the intermediary's operations should promptly be designed as the need is demonstrated by problems revealed, as operations change, or as staffing and workload increase.  When the intermediary has developed such additional safeguards for introduction into its system it should notify the regional office of the safeguards prior to implementation.  That office will either approve or deny the implementation.

NOTE: 
The establishment and enforcement of these internal controls over program changes does not negate the need for audit activity to insure that the automatic data processing system is functioning properly.  Intermediaries should continue to develop techniques for validating each EDP run.
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