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FSRR

« The Division of Finance & Benefits (DFB), in the Medicare
Drug & Health Plan Contract Administration Group,
reviews and evaluates all current Medicare Advantage
(MA) organization’s (Part C, D, 1876 Cost, and PACE)
annual audited financial statements and related financial
Information to ensure they are maintaining a fiscally
sound organization.



FS R R (continued)

o In accordance with CFR 422.516 (a)(5), the MA
organization must provide information demonstrating
that they are maintaining a fiscally sound organization.

 Specifically, a fiscally sound organization will maintain:

1) Net worth (reserves) that meets the State’s minimum
requlatory reserves requirement. The Organization must
demonstrate this through the most recent balance sheet,
2) Sufficient cash flow and adequate liquidity to meet
obligations as they become due, and

3) Netincome



FS R R (continued)

« The Organization must attest that it is in compliance with
all State requirements and is not under any type of
supervision, corrective action plan, or special monitoring
by the State reqgulator.

« Further, the Organization must also include the following
statement signed by the organization’s CEO or CFO:

“I attest (name of the Organization) is in compliance with all State
requirements and is not under any type of supervision, corrective
action plan, or special monitoring by the State regulator. Further,
(name of the Organization) will promptly inform CMS if there is any
change in the oversight or financial status of the organization.”



FS R R (continued)

. If the Organization is not in compliance with all State
requirements and/or is under any type of supervision,
corrective action plan, or special monitoring by the State
regulator, then the applicant must provide to CMS In
writing a detailed discussion of the State’s reasons for
the increased oversight and what measures the applicant
IS undertaking to address the deficiencies.

« That information must be sent to the CMS mailbox:
FinancialReview@cms.hhs.gov.



FSRR: Renewing Organizations

« CMS verifies the fiscal soundness of an Organization
through the following filing requirements:

« All renewing MA organizations in 2009 must provide CMS
with their independently audited financial statements for
year ending December 31, 2008 and 13 financial data
elements (taken from the audited statements).

o This filing as well as all other financial information must
be submitted through the Health Plan Management
System (HPMS) no later than April 30, 2009 (Any future
requested quarterly information is due no later than 45
days after the end of the respective quarter).



FSRR: New Organizations

« All new organizations in CY 2009 must provide the

following financial information no later than April 30,
2009:

o If the new organization has six months or more of
operations in 2008 (i.e., Commercial, Medicaid) in the
prior year, it must provide a PDF of its 12/31/2008
Independently audited financial statements as well as the
13 financial data elements into the HPMS Fiscal
Soundness Module.



FSRR: New Organizations (continued)

. If the new Organization has between four and six
months of operations in 2008, the MA organization
must upload into HPMS a PDF of its National
Association of Insurance Commissioners (NAIC)
Annual Health Blank as well as the 13 financial data
elements (This filing is due to CMS no later than April
30, 20009.




FSRR: New Organizations (continued)

o If the new Organization has less than four months of
operations in 2008, the MA organization must upload
Into HPMS a PDF of its most recent Quarterly NAIC
Health Blank as well as the 13 financial data elements.
As a quarterly filing, this information would be due to
CMS no later than April 30, 2009 (or 45 days after the
end of the first quarter).

 Further, as a new Organization in 2009, it must submit
the quarterly NAIC Health Blank (PACE is not required
to submit the Health Blank) through 2009. Each
guarterly filing is due to CMS no later than 45 days
after the quarter ends.



FSRR: New Organizations (continued)

o If the Organization is not fiscally sound at the time of the
review, CMS will request the annual audited statements
for the parent or any other guaranteeing organization
that is assuring the Organization will remain fiscally
sound.

. These financial statements must be accompanied by an
official agreement between the two parties clearly stating
this obligation. Or a financial plan may be requested of
the Organization demonstrating how it would reach
break-even.
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Financial Plan

. A financial plan is a 3 year projection of an organization’s
financial statements—using statutory accounting
methodology (balance sheet, income statement, and
statement of cash flow) accompanied by descriptive and

verifiable assumptions, and a projected date of break-
even.

« Descriptive: an analyst should be able to reach the same
numbers using the assumptions alone.

o Verifiable: there Is source data included with the financial

plan to support the numbers used to develop the
projections.
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Financial Plan ontinued)

« Break-even is defined as two successive quarters of net
Income.

« An MA organization could be asked by CMS to submit a
financial plan for several reasons:
o (1) financial distress,
o (II) two successive years of net loss, and/or
o (li) a state administered corrective action plan as a
result of fiscal soundness shortfalls such as not
meeting minimum reserve requirements.
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What is a National Association of
Insurance Commissioners (NAIC) Health
Blank?

« An NAIC health blank is a detailed financial report
format—which is prepared using Statutory Accounting

principles — required by the MA organization’s State
Department of Insurance.

o It includes the organization’s balance sheet, income
statement, statement of cash flow, premiums and
Investments schedules, claims information, etc.

 Please contact your State Department of Insurance for
further information.
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Statutory Accounting vs. Generally
Accepted Accounting Principles

. All renewing MA organizations in 2009 must submit
their independently audited financial statements using
Statutory Accounting Principles (SAP) format. SAP is
more common within the industry and most states
require it. If your State only requires financial
statements prepared using Generally Accepted
Accounting Principles (GAAP), CMS will accept them.
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Statutory Accounting vs. Generally
Accepted Accounting Principles (continued)

o Instructions for preparing SAP financial statements can
be found several ways: contact your company’s state of
domicile Insurance Department, or contact the National
Association of Insurance Commissioners (NAIC) or
access the NAIC website, www.naic.ord. (This site can
be used to address numerous insurance accounting
Issues).
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The 13 Required Financial Data
Elements

e As stated previously CMS is also requiring the following 13 data
elements for the 2009 FSRR:

FSRR Data Elements |2008
Net Worth

Total Assets

Cash & Short — Term Investments
Long Term Liquid Investments (Bonds)
Total Liabilities

Total Claims

Total Revenue

Total Expenses

. Total Medical and Hospital Expenses
10 Total Administrative Expenses

11. Net Income

12. Cash Flow from Operations

13. Total Member Months

S I B S B K S L
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FSRR 2009 Filing Reminders

« Do not enter abbreviated numbers in this module. You
must enter the complete value of the number. For
example, if the total assets are $8,250,000 — but are
presented in thousands (000s) in the financial
statements ($8,250) you must enter the complete
amount. See the example to the right:

FSRR Data Elements 2008

1. Net Worth

2. Total Assets $8,250,000
3. Cash & Short —Term Investments

4. Long Term Liquid Investments (Bonds)
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Part D FSRR Submission

« Prescription Drug Plans (PDPs) are also required to
meet financial reporting requirements.

« PDPs are required to submit documentation on
guarterly basis.

« Beginning in 2009, the PDP submissions will be done
through the fiscal soundness module in HPMS.

o This is a big change because previously PDPs had to
submit their annual and quarterly reports in hard
copy and enter 13 data elements into HPMS.

o Now everything will be done through HPMS.
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FSRR 2009 Filing Reminders

« Ensure the 13 data elements that are directly entered
iInto HPMS replicate the corresponding elements in the
primary financial statements.

« Do not use reconciled figures from the notes.

o Attest to the accuracy of the data elements.

« Any errors discovered Iin the data validation triggers a re-
submission of the corrected FSRR data elements.
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FSRR Reminders (continued)
« April 30th is a mandatory reporting deadline.

« Extensions to the April 30, 2009 FSRR will only be
granted to Organizations whose states do not require the
audited financial until a later date.

« CMS does not accept paper reporting. However, during
the course of a fiscal soundness review, CMS may
request your organization submit electronically to the
financial analyst other relevant financial information
which could include quarterly reports.

e As a rule, CMS does not publish or share proprietary
Information (except for financial data which is publicly
available).
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FSRR: Consolidated Filings

e Organizations must provide audited financial statements for
each contract unless it is part of a consolidated audit report
or part of a larger organization.

e For consolidated filings, the Organization must include all the
contract numbers supported by the consolidated filing (The
“H” and “R” numbers).

e “H” numbers are Medicare Advantage contract numbers
assigned to HMOs, PFFS plans, 1876 Cost plans, PACE
organizations, and PPOs.

e “R” numbers are MA contract numbers assigned specifically to
Regional PPOs on the cover sheet of the respective
consolidated independently audited financial statements as
well as any correspondence sent to CMS.
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FSRR: Consolidated Filings (continued)

« All e-mail sent to CMS regarding the FSRR must include
the name and contract number of the Organization in the
subject line.

. If the audit report represents a consolidation of several
contracts, please indicate on the cover of the report the
various H or R numbers included within the report. CMS
cannot process financial reports that do not have an H or
R number associated with them.
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Program of All-Inclusive Care for the Elderly
(PACE) Organizations
Financial Reporting Requirements

« Section 460.208 of the Code of Federal Regulations
requires a PACE organization to submit to CMS
Independently audited financial statements that include
appropriate footnotes.

« The financial statements must be prepared by an
Independent certified public accountant and must be
submitted to CMS no later than 180 days after the
organization’s fiscal year end. For example, if the fiscal
year end Is 9/30/08, a certified audit report must be
submitted to CMS no later than 4/01/09.

23



Financial Reporting Requirements
for PACE Organizations

« At a minimum, the certified financial statements must
consist of: (1) a certification statement, (2) a balance
sheet, (3) a statement of revenues and expenses, and
(4) a source and use of funds statement.

« Quarterly financial statements are due within 45 days
after the last day of each quarter of the fiscal year. This
requirement pertains to organizations under a trial
period.
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Financial Reporting Requirements
for PACE Organizations

o A trial period is defined as the first three contract years a
PACE organization operates under a PACE program
agreement.

« The trial period ends at the end of the third calendar
year following the signing of your contract with CMS. For
example, if the effective date of your contract with CMS
IS 9/30/05 your organization would continue to submit
guarterly financial statements to CMS until 12/31/08.

o All quarterly financial information and audit reports must

be electronically uploaded to a fiscal soundness module
within the Health Plan Management System.
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Health Plan Management System
(HPMS)

« TO access the HPMS, the user must have access to either
the Medicare Data Communications Network (MDCN) or
the Internet.

« Questions about connectivity should be sent to
HPMS_Access@cms.hhs.gov.

26


mailto:HPMS_Access@cms.hhs.gov

Health Plan Management System
(HPMS) (continued)

« To access the Fiscal Soundness Module, logon to HPMS
and select the “Monitoring” tab on the left navigation
toolbar. Select ‘Fiscal Soundness” from the fly-out menu.

o The fiscal soundness module will be available at the end
of March 2009.
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Health Plan Management System
(HPMS)

2 HPMS: Home Page - Microsoft Internet Explorer provided by Centers for Medicare ar _ =] x|
J File Edit Wiew Favorites Tools Help ‘ i‘,’

J eBack - \_) - d @ _;\] | /.;jSEarch \;n:( Favarites 6}5 =1 El |J|_iﬂk5 »|J @ Convert ~ [P0 Select

]Agdress |:§| j co

HPMS Health Plan Management System
TEST

Home

Hello TEST USER !

Contract
Management

Plan Bids
Plan Farmularies This is a Warning! This is a test site, not the official HPMS

Monitoring Complaints Tracking

Quality and Complaints Tracking 2

R o Snce Pant D Auditing

Risk Adjustment .
MMC Auditing ctivities for HPMS on Friday, March 27, 2009 from 8:00 p.m, to 10:00 p.m,
Cost Reporis PDP Marketing Review uring this time. Please contact the HPMS Help Desk at either
Data Extract Facility 2028 if you have questions.

MA Marketing Review
User Resources

Deeming

PACE Monitoring
Fiscal Soundness es items.

This is a U.S. Government
computer system subject to
Federal law.

Utilities

wehsite Accessibility | ¥web Policies | File Formats and Plug-Ins

Top of Page

=

Back

] [T [ [ & [S3cocalintranet

Note: All screenshots are for training purposes only and are still in
development.
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HPMS — Fiscal Soundness

e Here is the fiscal soundness homepage.

have the abllity to:

0 Send Audited Financial Info
o Send Quarterly Financial Info

o View Status Report

0 Access the User Guide

Start Page
JEHE Edit View Favorites Tools Help

osoft Internet Explol

provided by Centers fol

On this page you will

JGBack - J v \ﬂ @ ;‘] ‘ /'-\: Search \i'\'fFavurmes {‘? ‘ =] El

HLiﬂkS »H @ Convert v Poselect

J Address Iéj https://158.73.151.221/app/FiscalSoundness FiscalSoundnessHome. aspx?PL=051300000000

Submission of
Financial
Information

View Financial Data

You will use this project/module to:

Fiscal Soundness Start Page

Enter Data Elements and Upload Financial Statements

Upload Quarterly Financial Statements (as necessary)

View Data Elements and Download Annual Financial Statements
View Data Elements and Download Quarterly Financial Statements
View and Print Reference Material

View Data Elements and Annual Financial Statements

Fiscal Soundness Module

Home

Contacts

By Region

By State

Frank Reguiski
Franklin. Regulski@cms.hhs.gov
410-786-6278

Region 01 - Baston
Region 03 - Philadelphia
Region 04 - Atlanta

CT, ME, M#, NH, RL ¥T
DE, MD, P4, V4, DC, WY,
AL, FL, G&, KY, MS, NC, 5C, TH

Joe Esposita
Joseph.Esposito@cms.hhs.gov
410-786-1129

Region 05 - Chicago
Reqgion 07 - Kansas City
Region 0 - Denver

IL, IN, MI, MM, OH, WI
CO, MT, ND, 5D, UT, WY

Yasmin Galvez
Yasmin.Galvez@cms.hhs.gov
410-786-0434

Region 02 - New Yark
Region 06 - Dallas
Region 09 - San Francisco

NI, NY, PR, VI, AR, LA, NM
OK, TX, 42, Cé, Guam, HI, NV

Mark Keller
Mark.Keller@cms.hhs.gov
410-786-0107

Region 10 - Seattle

AK, 10, OR, W4

Robert Ahern
Robert. Ahermn@cins.hhs.gov

all Prescription Drug Plans{PDPs)

All States and Territories j

|ﬂj Done

29

[T 5 & ocal intranet



HPMS — Fiscal Soundness Submission

« Three Options on first page:
o Submission of New Data
o Updating submission BEFORE the deadline
o Resubmission

A Fiscal Soundness - Financial Statement Action - Microsoft Internet Explorer provide 5] %]

J Bile Edit View Favorites Tools Help ‘ f,’
Y A = . y ' » 3

J GBack M B \j @ _I\J | / | Gearch 9. Favarites {‘? | = E| HL\nks H @ Corvert » [ Select

Fiscal Soundness - Financial Statements Action
Submission of
Financial

Information Please select one of the following:

View Financial Data

' Submissian af new financial infarmatian
 Update financial information prior to the deadline

' Resubmission of financial infarmation as requested by CMS

Go To: HPMS Horme | Fiscal Soundness Start Page

Top of Page -

1 - | y
(] CT T T B ol
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Submitting Statements

« Must first select if you are submitting for a PDP OR Non-
PDP

« Submission Type (annual or quarterly submission)

« YOu may select one or more contracts to submit together

from the drop down list
[0 0 HRGILEe L=

aaaaaaaaaaaaaa

\
= [ [ |8 Sdiocl intranet



Upload Financial Information

A Fiscal Soundness - Upload Financial Statement - Microsoft Internet Explorer pro =l=]x]
| Eile Edit wiew Favorites Tooks Help |.’,'
J OBack D> R |£| |EL| ;\] | /..-\: Search “;\?’ Favarites Q-‘f | = El HLiﬁkS »H @ Convert v PlSelect

L |

O

u

=1
*

in $): [10000
* Cash and 5T Investments (in $): |1DDDDD

in $3: |1U

: {10000
:jog
* Total Administrative Ex (in $): I‘]DD
in $): [10000000

* tash flow from operations(in $): |1UDD

* Total Current Assets (in $): IgD

* Total Current Liabilities (in $): IQD

* Drug Benefit Expenses (in $): IgD

rug Benefit Revenues (in $): IgD

g |
|§| ’_ l_ l_ l_ E |‘J Local infranet

« You must enter a numeric value for each cell

« You may upload a .doc, .zip, or .pdf file format

. Please read the “Important Note” for restrictions on the
flle naming convention
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Financial Subm|SS|on Rewew

A Fiscal Soundness - Upload Financial Statement -
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Qe - O - X1 ] | S
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Financial Data Confirmation

o Shows contract numbers submitted and includes a
confirmation ID

A Fiscal Soundness - Upload Financial Statement - Microsoft Internet Explorer provided - =] x|

J Eilz Edit ‘iew Favorites Tools Help | :,'
B A a . . . > ’ .

J eBack >R d \ELI 7o | /.jSearch o ( Favorites <) | = =2 Hl_mks H @corwert » PlSelect

-

Fiscal Soundnes=

Information

View Financial Data

annual financial infarmation for contract(s) iz successfully submitted with submission number # 5173

Euxit to Horme Page

Go To: HPMS Home | Fiscal Soundness Start Page

Top of Page

il

’_ ’_ ’_ ’_ E |‘:J Local intranet
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Go To: HPMS Home | Fiscal Soundness Start Page

|
,—’—,—’_E‘tjmcal intranet

e If your organization is required to resubmit, you must select
the “resubmission after the deadline” option

e NOTE — the “resubmission” process before or after the
deadline is the same

35



Financial Data Resubmission

« You must remember your confirmation number

« Only contracts in resubmission status are available for
selection

A Fiscal Soundness - Financial Statement Resubmission List - Microsoft Internet Explol - =] x|
J Eile Edit “iew Favorites Tools Help | ;'.'
J GBack - \_’J - |_L| |§| __l\J | /.-\JSEarch i\'\/ Favarites &:‘3 | = El |JLiﬁ|<S »H &canvert v PHSelect
HPMS Fiscal Soundness Module -
TEST Home

Submission of Fiscal Soundness - Resubmission

Financial

Information

View Financial Data Submission# Contract List Resubmission version# Resubmission Request Resuhml_ssu:m

Type Date Deadline
5173 ALEL 2 3/12/2009 4:55:08 pyv o 17/2009 4i55:08

— Submission P11

Go To: HPMS Home | Fiscal Soundness Start Page

Top of Page

Back

|£J ’_ ’_ ’_ ’_ E |"J Local intranet

|-
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Financial Data Resubmission (continued)

e You only need to modify the data and/or upload that
require modification. The data/upload file will be pre-
populated from your last submission.

1Q0-O-NEAGQ,L%ke =

Fiscal Soundness - Submission of Financial Information

There should be no rounding in your financial data except to the nearest whole dollar. You must provide the full figure even if the las
are zeroes. For example, if your Net Worth is "$167,000,0 00" you must enter "167000000."

# E
Type: @ pDp € Non-FDP

* Contract I2009
year:

* submission

J03/12/2009
Drate:

* S“"'"ET::T‘ IAnnuaI Submission =l
* contract contract . NALG
Name /Numbers S219€0 Number Gontract Name Region  \her Parent Org. Name
W~
r
- -
r
Kl
* Total Asset(in $]: |1DDDD
* Cash and ST I 4y $3: |1DDDDD
* Total Liabilities(in $): Im

" Iotal Revenue(in $1: [10000

* Total Expenses(in $): [gg

-

| v

4
|é;"| Done
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Fiscal Soundness Report Page

2l Fiscal Soundness - Start Page - Microsoft Internet Explorer provided by Centers for —|=] x|

J File Edit “iew Favorites Tools Help |

J eaack - \___) v \ﬂ \E] ;\] | /'__jsearch xf‘\-\/ Favorites @;{ H,;,- E\ Hl_inks ? J %Cunvert - @Select

Fiscal Soundness Module

Home
Fiscal Soundness Start Page
Submission of
F'"ﬂ"c'ﬂ_l vou will use this project/module ta:
Information
View Financial Data e Enter Data Elements and Upload Financial Statements
s Upload Quarterly Financial Statements {as necessary)
s Review Financial Statements
Log Off HPMS s Add/Remove Contracts to/from the Quarterly Submission List
e Add/Remove Contracts to/from the Watch List
This is a U.S. Government & View and Download Annual Financial Statements
computer system subject to . V@ew and qunlqad Q!Jarterl\; Financial Data
Federal law. e Yiew and Print Financial Reports
s Yiew Data Elements and Annual Financial Statements
s Delete Annual Financial Statements
e Delete Quarterly Financial Data
e Yiew and Print Financial Reports
s Yiew and Print Reference Material
Contacts By Region By State
Frank Regulski Region 01 - Boston CT, ME, Ma, NH, BRI, ¥T
Franklin.Regulski@cms. hhs.gov Region 03 - Philadelphia DE, MD, P&, WA, DC, WY,
410-786-6278 Region 04 - Atlanta AL, FL, GA&, KY, MS, NC, 5C, TN
Joe Esposito Region 05 - Chicago
Joseph.Esposito@cms. hhs.gov Region O7F - Kansas City g‘é ImTMIrQJDMNSJDOTJJTW'\INV
410-786-1129 Region 08 - Denver ! PoTTE T T
Yasmin Galvez Region 02 - New York
Y¥asmin.Galvez@cms.hhs.gov Reqgion 06 - Dallas gi’ Pf:_\'; F:thJ V(:I;AAEJLJ;fnJ P:H‘ Y
410-786-0434 Region 09 - San Francisco P e L
Mark Keller )
Mark. Keller@cms.hhs.gov Region 10 - Seattle Ak, 1D, OR, Wa
Robert Ahern All Mracmrinti;es Dosaa Olamednnnes Al Ttatae smd Tarritarine

,— l_ ,— ,_ |B_ |h.J Local infranet
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e You can view the fiscal soundness review status for all

Review Status Report

submissions.

J Eile Edit “iew Favorites Tools Help

2 Fiscal Soundness - View Financial Diata - Microsoft Internet Explorer provided by G

J GE\ack - O - \ﬂ \g :‘J | /'__\l Search \‘i‘\-{ Favorites ) | \.?. =l

>

HLinks

J @corvert ~ P Select

Submission of
Financial
Information

View Financial Data

Top of Page

Back

Fiscal Soundness - Choose Financial Data to

Criteria: Sort By = Submission Date

Submission Contract Contract
1D MNumber Year
5095 2009
5107 2009
5113 2009
5125 2009
5148 2009
5150 2009
5171 2009
5173 2009

Region

Seattle

Seattle

Seattle

Seattle

Seattle

Seattle

Seattle

Seattle

Tiew

Review
Status

Mot Reviewed
Mot Reviewed
Mot Reviewed
Mot Reviewed
Mot Reviewed
Mot Reviewed
Mot Reviewed

Not Reviewed

Fiscal Soundness Module

Submission Type

Annual Submission

Quarter 1
Submission

Quarter 2
Subimission

Quarter 3
Submission

Annual Submission

Quarter 1
Submission

Annual Submission

Annual Submission

Home

Submission Date
3/10/2009 10:40: 56
Al

3/10/2009 11:10: 15
A

3/10/2009 11:25:41
&M

3/10/2009 11:51:40
A

3/10/2009 12:24: 43
Pr

3/10/2009 12:28:34
P

3/12/2009 12:46:30
Pr

3/12/2009 3:33: 16
P

Go To: HPMS Home | Fiscal Soundness Start Page

€l
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FSRR Summary

« Please remember to submit no later than April 30, 2009
through HPMS the following financial information :

o The latest audited financial statements if you had six
to twelve months of prior year operations and the 13
financial data elements or

o The Annual NAIC Health Blank if you
had between four and six months of prior year
operations and the 13 financial data elements, or

o The Quarterly NAIC Health Blank if you had less
than four months prior year operations and the 13
financial data elements (see slides 7-9 for further
iInformation).
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FSRR Summary (ontinued

¢ In addition, a financial plan may be requested of the
Organization demonstrating how it would reach break-
even if the organization is not fiscally sound at the time
of the review.

e During the course of the fiscal soundness review, the

financial analyst may be contacting you about your
financial submission.
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FSRR Contacts

« Any questions regarding fiscal soundness, the financial
review process or any other financial matters can be
addressed by contacting the financial review team by e-
mail at: FinancialReview@cms.hhs.gov
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FSRR Website

« FSRR filing instructions and frequently asked gquestions
and answers are available at the following website:
o http://www.cms.hhs.gov/HealthPlansGeninfo/50 FSRR.

asp#TopOfPage
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