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5250.
CONFLICT OF INTEREST.

A.
General.-- Medicare contracts require that procedures for insuring that employees do not promote private business interests to the detriment of the Medicare program be established and maintained.  Also procedures must be instituted to prohibit employees from accepting gifts or gratuities as an inducement or acknowledgment for the award of a subcontract where Medicare funds are expended.  As a means of complying with these provisions, the completion of an appropriate conflict of interest questionnaire is required.  Additionally, Public Law 95-l42, section 3, requires that, as a condition for the approval or renewal of Medicare agreements, the Secretary must be furnished with certain ownership and control information.  The purpose of this instruction is to specify what data must be submitted to comply with the law and set forth the minimum data content of a conflict of interest questionnaire.  For purposes of simplicity the requirements of P.L. 95-l42 and the contractual requirements for prohibiting conflicts of interest have been combined in this instruction.


Ownership and Control Information
The contractor must submit prior to the renewal of its Medicare contract:

l.
The names of the officers and directors of the contractor.

2.
The names of persons (or corporate entities) that have ownership interest of 5 percent or more in the contractor, including persons with ownership of an interest of 5 percent or more in any mortgage, deed of trust, note or other obligation secured by the contractor if such interest equals at least 5 percent of the total value of the contractor's property or assets.

3.
The names of any contractor officers or directors or owners (5 percent or greater interest) or responsible employees who are also either an officer, director, or owner (5 percent or greater interest) of an entity defined as a participating provider of services, independent clinical laboratory, renal disease facility or HMO, and the names of such entity.  (For purposes of this section a responsible employee is one who makes significant decisions affecting Medicare program payments or the awarding of subcontractors involving Medicare funds).

4.
The names of any contractor officers, directors, owners (5 percent or greater interest) or responsible employees who are also an officer, director, or owner (5 percent or greater interest) of any subcontractor, and the names of such subcontractor.

5.
The names of any subcontractor in which the contractor has a five percent or greater interest.
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Subcontractor is defined as an organization with which the contractor has entered into any contract, agreement, purchase order, or lease (including leases of real property) to obtain space, supplies, equipment, or services under the Medicare agreement (Definition contained in Medicare contract.)


Conflict of Interest Data
The contractor must submit annually the following:

l.
The names of those officers and responsible employees who have received gifts, payments and/or entertainment (other than common business courtesies which are reasonable in nature and cost) from people or companies doing business with it involving Medicare funds.

2.
The names of those officers and responsible employees who have outside employment in organizations receiving Medicare funds, and

3.
A certification that the contractor's officers and employees are familiar with the standards of conduct or guidelines for employee conduct and that he has not engaged in any activities contrary to such standards or guidelines.

Any information or statement received from contractor employees must contain a certification that the information obtained from the individual is complete and accurate to the best of his knowledge. Information and the written guidelines required under this section should be retained for review by the HCFA regional office.

B.
Conflict of Interest Situations.-- Among the situations representative of actual or potential conflicts of interest are:

l.
Individual
a.
Ownership or control as outlined above by contractor, directors, officers or responsible employees, of a provider or supplier of services to which Medicare payments are made.

b.
Officers or employees, any part of whose salaries are allocated to Medicare, receiving remuneration in any form from a provider or supplier to which Medicare payments are made.

c.
Any outside work of contractor officers or employees which creates a conflict or apparent conflict of interest or about the propriety of which the officer or employee is uncertain.

d.
Gifts, gratuities, or compensation to directors, trustees, officers or employees for the award of a contract.
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e.
Any other activity on the part of directors, trustees, officers or responsible employees involving the Medicare program which could reasonably be questioned on the grounds of conflict of interest.

2.
Organizational
a.
Ownership or control of a provider or supplier of services to which Medicare payments are made.

b.
Director, trustees, officers or employees serving on the boards of directors of a participating provider or supplier of services served a contractor, if such arrangement is not a matter of public record and does not clearly demonstrate a public or community service.

c.
Directors, trustees, officers or employees using official Medicare information not available to the public, in deciding on stock purchases or increased investment.

d.
Any other activity involving the Medicare program which could reasonably be questioned on the grounds of conflict of interest.

C.
Development.-- Investigate and fully document all potential on actual conflict of interest situations.  At the time that the investigation is begun, report the fact to the HCFA regional office and keep that office informed of all subsequent developments as they occur.

Annually a report to the regional office will be required reflecting compliance with the contract provision on the conflict of interest questionnaire, and the results of the review of the questionnaires. The regional office will establish the reporting period for submission of the annual report.
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Contractor Performance Evaluation
5260.
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 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 are used by the contractor for continuous improvement.  The following is a description of each criterion.  Specific performance expectations for these criteria are discussed in §§5261.1 through 5261.5.

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,   
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HCFA has identified those performance standards which are mandated by either law, regulation, or judicial decision.  These standards include claims processing timeliness and the timeliness of your reviews and hearings.  Further evaluation in the Claims Processing Criterion may include, but is not limited to, the accuracy of claims processing, the level of electronic claims processing, and the accuracy of your reviews and hearings.  

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 three mandated standards in the Customer Service Criterion.  These standards include the proper generation of Explanation of Medicare Benefits (EOMBs), the timeliness of responses to telephone inquiries, and quality of service related to inquiries.  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
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, Medicare Secondary Payer, and fraud and abuse.  There are no mandated performance standards in the Payment Safeguards Criterion.  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, 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 evaluations may include implementation reviews of corrective action plans (CAPs), task management plans, data and reporting requirements, and management improvement plans.

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 
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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 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 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 indicators.  The decision as to the type of review, as well as the composition of a review team, will be based upon 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.  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 reviews 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.  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.
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Your performance is evaluated against each mandated standard and any other performance expectations selected for review.  When 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 will contact you and will advise you to develop and implement a CAP.  The RO receives a copy of and monitors implementation of your CAP.  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.--Within 30 days after completion of the review, HCFA will transmit to your appropriate official a written review 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;

o
Deletion of the automatic renewal clause from the contract with performance goals established;
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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.

5261.
CARRIER 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.

5261.1
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 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 claims processed within statutorily specified timeframes.

REQUIREMENT TO MEET THE STANDARD:

95% or more of claims are processed within 14 through 30 days.

STANDARD 2 - 95% of clean paper claims processed within specified timeframes.

REQUIREMENT TO MEET THE STANDARD:

95% or more of claims are processed within 27 through 30 days.

STANDARD 3 - 95% of reviews are completed within 45 days.
REQUIREMENT TO MEET THE STANDARD:

95% of review notices are completed within 45 days.

STANDARD 4 - 90% of carrier hearings are completed within 120 days. 
REQUIREMENT TO MEET THE STANDARD:

90% of carrier hearing notices are completed within 120 days.
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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, 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
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 percentage 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 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 carriers.  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 that will be conducted in the Claims Processing Criterion will not mandate the specific size of the samples.  Instead, HCFA's on-going review of your performance will dictate the size of any review samples.
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5261.2
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 three standards in the Customer Service Criterion which are mandated by either law, regulation, or judicial decision.  These standards are listed below under the heading, "Customer Service Mandated Standards." 

Customer Service Mandated Standards
Standard 1 - 98% of Explanations of Medicare Benefits are properly generated.
REQUIREMENT TO MEET THE STANDARD:

98% of Explanations of Medicare Benefits are properly generated.

Standard 2 - Telephone inquiries are timely answered.
REQUIREMENT TO MEET THE STANDARD:

Telephone calls are answered within 120 seconds and callers do not get a busy signal more than 20% of the time.

Standard 3 - Quality of service related to inquiries is appropriate.
REQUIREMENT TO MEET THE STANDARD:

Responses to all inquiries are accurate, clear, responsive and have appropriate tone in accordance with manual instructions.

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 (administratively established to be below the 8th grade level), and courteous responses to written inquiries is measured.  Other activities, such as telephone service, walk-in services, educational and outreach efforts, and staff training, as well as your oversight activities may also be measured.  (This is not an all-inclusive list.)  Customer feedback relative to your efforts to enhance customer satisfaction may also be considered.  In each instance, 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 compliance with 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 will acknowledge 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.
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Performance reviews will be conducted by HCFA.  As determined by HCFA, customer participation may be requested.  While beneficiary and provider input will be considered by HCFA staff conducting the reviews, only HCFA can make error determinations, per your contract with HCFA. Decisions as to who will participate on the review teams will be 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.

5261.3  Payment Safeguards Criterion.--The Medicare program has built in some operational activities designed to safeguard it against inappropriate program expenditures.  There are no standards in the Payment Safeguards Criterion which are mandated by law, regulation, or judicial decision.  Performance expectations for payment safeguard-related functions, which may be evaluated under this criterion are discussed under the heading, "Payment Safeguard Performance Expectations."  Functions discussed under this heading include medical review (MR), Medicare Secondary Payer (MSP), and F&A.

Payment Safeguards Performance Expectations
Medical Review:
You operate an effective MR program which meets all of the requirements of §§7500 and 4213 and annual Budget Performance Requirements (BPRs).  You continually monitor your MR operations to ensure that HCFA program goals are met within the resources available as evidenced by performance in the following five areas.

Data Analysis to Support FMR.--Your MR program effectively and continually analyzes data that identifies aberrancies, emerging trends and areas of potential abuse, overutilization or inappropriate care, and focusing on areas where the trust fund is most at risk, i.e., highest volume and/or highest dollar codes.  You must demonstrate that your data analyses support selection of services or providers for pre and/or postpay MR.  You must be able to demonstrate that your strategy for prioritizing your aberrancy selection process focuses on areas of highest risk, including those with negative impact on beneficiaries, and incorporates use of national and local MR data reports, OIG alerts, FI or PRO referrals, etc.  In addition, for any code which appears in a particular top 30 codes in at least two of the past three years, and which has not been selected as an aberrancy, you must be able to explain the reason (consistent with your strategy for prioritization) for not selecting or substituting another lower volume and/or lower dollar code.

Local Medical Review Policies (LMRPs).--Develop effective LMRPs, as appropriate, to address the most significant aberrancies representing items or services where the absence of, or failure to apply, national or local policy results in billings for medically inappropriate or unnecessary services.  Be able to demonstrate that you are effectively and efficiently using resources to develop LMRPs with input from your Carrier Advisory Committee which address the most pressing issues (e.g., those with non-existent or ineffective national or local policy, or with high utilization or significant risk of negative impact on beneficiaries).  In addition to participation in national and regional Carrier Medical Directors' (CMD) meetings, you are expected to consult with other Medicare carriers with evidence of similar aberrancies or effective policies.  You should also, as appropriate, make recommendations to national 
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CMD clinical workgroups or to HCFA's Bureau of Policy Development (BPD) regarding the need for model or national coverage or payment policy on those issues with greatest potential impact on the trust fund.

Prepayment Medical Review.--Utilize MR edits and screens which address issues that place the trust fund at greatest risk.  You must demonstrate that these edits and screens are the most effective based on your data analyses and are automated to the greatest extent possible.  Increase your use of auto-adjudicated MR since properly implemented auto-adjudicated MR increases the efficiency and consistency of MR decisions.  You must be able to demonstrate how all of your screens have been focused.  This means to the extent possible

to suspend only those claims with the greatest likelihood of being denied and avoid suspending claims for providers who have not contributed to the problem.  Evaluate your screens at least quarterly to determine their continued effectiveness. 

Postpayment Medical Review.--Implement effective postpayment MR processes, such as Comprehensive Medical Reviews (CMRs) and assure selection of the most significant physicians and providers (i.e., those who are contributing to high dollar or high volume aberrancies).  Your processes should ensure that selected physicians and providers are informed of the review results and that the corrective actions are properly completed, i.e., education, overpayment recoupment, prepay flag, referral to the Office of the Inspector General.  Utilize your Provider Tracking System (PTS) to prevent any unnecessary or untimely provider contacts.  You must be able to support your strategy for selection and prioritization of providers for CMR.  CMRs should demonstrate a strong integration of your data analysis, and clinical interpretation  of data.  Demonstrate your strategy for effectively dealing with providers who continuously appear aberrant.  Comply with the required number of CMRs. 

Corrective Actions Including Overpayment Recoupment.--Develop effective corrective actions to address problems identified and prevent their recurrence including collection of overpayments, as appropriate.  Be able to demonstrate that positive outcomes have resulted from the implementation of a corrective action, track results over time, and make adjustments where expected outcomes are not achieved.  In order for actions to be considered effective and appropriate, demonstrate outcomes, such as:

o
Policies and screens must produce the desired results; 

o 
Aberrant providers have changed billing practices as a result of corrective actions; 

o
Patterns of submitted or allowed services have been corrected for the identified problem, and 

o
Aberrant use of a code has lessened.  

This applies to corrective actions taken in previous fiscal years.  You are also expected to develop the required number of LMRPs.  Maintain an effective PTS and submit timely and accurate Medicare Focused Medical Review Status Reports and quarterly MRS-1 reports.

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.
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Medicare Secondary Payer (MSP):

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

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

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.   

Fraud and Abuse (F&A):

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 use the formal established mechanism, as described in Part 3, §§14000ff. and other related HCFA instructions, to review your activities in the basic level of fraud detection, deterrence and development.

HCFA will assess your ability to proactively identify potential fraud cases that exist 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 reviewed to ascertain whether cases/complaints, factual and non-factual, are developed, documented, completed and referred as specified in Part 3, §§14000ff.  HCFA will also evaluate your interaction and exchange of information and data with other internal components, other government and non-government agencies, law enforcement agencies, and other types of groups, as well as the Medicare Fraud and Abuse Information Coordinator (MFAIC) in your proactive pursuit of fraud.  Contractors who have MFAICs will be reviewed to ascertain that the functions of the MFAIC are being performed as required in Part 3, §§14000ff.  You will further be evaluated to determine whether you met the payment safeguard requirements related to the prevention, detection, and deterrence of fraud and abuse situations as set forth in Part 3, §14000ff and whether the majority of sampled cases were properly developed and concluded in accordance with Part 3, §§14000ff. 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.
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5261.4
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
You must 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, BLUC, compliance with BPRs, adherence to the Chief Financial Officer's Act and your overall control of administrative costs and benefit payments.

5261.5  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 called on agencies to ensure that effective internal controls are in place throughout all programs and administrative functions.  This includes HCFA's contractors.

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.
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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 GAO "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, the Task Management Plan, systems change lists, program memoranda, manual transmittals, RO carrier 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 implementation of 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.

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 reports 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 the contractor management process including, without limitation, all records, reports, files, papers, and other information, whether in written, 
electronic, or other form, is 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 submitted, without withholding any relevant information, all 
information required to be submitted with respect to your contractor management process under the authority of applicable law(s), regulation(s), contracts, or HCFA manual provision(s).
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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 include information and data transmitted by hardcopy or via electronic transmissions.
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