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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR)Requirements (FSRR)

The Division of Benefits, in the Medicare The Division of Benefits, in the Medicare 
Advantage Group, reviews and evaluates Advantage Group, reviews and evaluates 
all current Medicare Advantage (MA) all current Medicare Advantage (MA) 
organizationsorganizations’’ annual audited financial annual audited financial 
statements to ensure they are maintaining statements to ensure they are maintaining 
a fiscally sound organization.a fiscally sound organization.

Also, the Division of Benefits performs Also, the Division of Benefits performs 
financial reviews of all applications for MA financial reviews of all applications for MA 
contracts.contracts.
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Requirements (FSRR) (continued)(continued)

In accordance with CFR 422.516 In accordance with CFR 422.516 
(a)(5), the MA organization must (a)(5), the MA organization must 
provide information demonstrating provide information demonstrating 
that they are maintaining a fiscally that they are maintaining a fiscally 
sound organization.  sound organization.  
Specifically, a fiscally sound Specifically, a fiscally sound 
organization maintains:organization maintains:
1) a net income, 1) a net income, 
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Requirements (FSRR) (continued)(continued)

2) sufficient cash flow and 2) sufficient cash flow and 
adequate liquidity to meet adequate liquidity to meet 
obligations as they become due, obligations as they become due, 
andand

3) a current balance sheet 3) a current balance sheet 
demonstrating a reserve level that demonstrating a reserve level that 
meets the State regulatory reserve meets the State regulatory reserve 
minimum.minimum.
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Requirements (FSRR) (continued)(continued)

Fiscal soundness of an organization Fiscal soundness of an organization 
is determined by examining several is determined by examining several 
financial measures. Specifically, the financial measures. Specifically, the 
MA organization must:MA organization must:

Maintain a positive net incomeMaintain a positive net income
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Requirements (FSRR) (continued)(continued)

Ensure there is adequate cash flow and Ensure there is adequate cash flow and 
liquidity to meet obligations as they liquidity to meet obligations as they 
come due, andcome due, and
Maintain a net worth that meets the Maintain a net worth that meets the 
minimum reserve of its respective minimum reserve of its respective 
states.states.
Therefore, CMS would generally find an Therefore, CMS would generally find an 
organization fiscally sound if it were organization fiscally sound if it were 
meeting its statemeeting its state’’s reserve and financial s reserve and financial 
requirementsrequirements..
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Requirements (FSRR) (continued)(continued)

MA organizations must immediately MA organizations must immediately 
notify CMS if they are no longer a notify CMS if they are no longer a 
fiscally sound organization as defined fiscally sound organization as defined 
above. above. 

Additionally, the MA organization must Additionally, the MA organization must 
immediately notify the financial immediately notify the financial 
analyst at CMS if the State identifies analyst at CMS if the State identifies 
any financial concerns.any financial concerns.
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Requirements (FSRR) (continued)(continued)

If the MA organization is not in If the MA organization is not in 
compliance with all State requirements compliance with all State requirements 
and/or is under any type of supervision, and/or is under any type of supervision, 
corrective action plan, or special corrective action plan, or special 
monitoring by the State regulator, then monitoring by the State regulator, then 
MA organization must provide to CMS in MA organization must provide to CMS in 
writing a financial  disclosure detailing writing a financial  disclosure detailing 
the discussion of the Statethe discussion of the State’’s reasons for s reasons for 
the increased oversight and what the increased oversight and what 
measures the MA organization is measures the MA organization is 
undertaking to address the deficiencies.undertaking to address the deficiencies.
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Renewing MA OrganizationsRenewing MA Organizations

All renewing MA organizations in 2008 All renewing MA organizations in 2008 
must provide CMS with their must provide CMS with their 
independently audited financial independently audited financial 
statements for year ending December statements for year ending December 
31, 2007, and 13 financial data 31, 2007, and 13 financial data 
elements (taken from the audited elements (taken from the audited 
statements) through the Health Plan statements) through the Health Plan 
Management System (HPMS) no later Management System (HPMS) no later 
than April 30, 2008.than April 30, 2008.
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Required Financial Data ElementsRequired Financial Data Elements

CMS is CMS is 
requiring the requiring the 
following 13 following 13 
data data 
elements for elements for 
2007:2007:

20072007

1.  Net Worth1.  Net Worth

2.  Total Assets2.  Total Assets

3.  Cash & Short 3.  Cash & Short –– Term Term 
InvestmentsInvestments

4.  Long Term Liquid 4.  Long Term Liquid 
Investments (Bonds)Investments (Bonds)

5.  Total Liabilities5.  Total Liabilities

6.  Health Claims Payable6.  Health Claims Payable

7.  Total Revenue7.  Total Revenue

8.  Total Expenses8.  Total Expenses

9.  Total Medical and Hospital 9.  Total Medical and Hospital 
ExpensesExpenses

10. Total Administrative 10. Total Administrative 
ExpensesExpenses

11. Net Income11. Net Income

12. Cash Flow from Operations12. Cash Flow from Operations

13.  Total Member Months13.  Total Member Months
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Required Financial Data ElementsRequired Financial Data Elements 
(continued)(continued)

Example: Example: 
If the total If the total 
assets  are assets  are 
$6,253 $6,253 –– but are but are 
presented in presented in 
thousands thousands 
(000s) in the (000s) in the 
financial financial 
statements, you statements, you 
must enter the must enter the 
complete complete 
amount. See the amount. See the 
example to the example to the 
right:right:

20072007

1.  Net Worth1.  Net Worth

2.  Total Assets2.  Total Assets $6,253,000$6,253,000
3.  Cash & Short 3.  Cash & Short ––Term Term 

InvestmentsInvestments

4.  Long Term Liquid 4.  Long Term Liquid 
Investments (Bonds)Investments (Bonds)

5.  Total Liabilities5.  Total Liabilities

6.  Health Claims Payable6.  Health Claims Payable

7.  Total Revenue7.  Total Revenue

8.  Total Expenses8.  Total Expenses

9.  Total Medical and Hospital 9.  Total Medical and Hospital 
ExpensesExpenses

10. Total Administrative 10. Total Administrative 
ExpensesExpenses

11. Net Income11. Net Income

12. Cash Flow from Operations12. Cash Flow from Operations

13.  Total Member Months13.  Total Member Months
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New MA OrganizationsNew MA Organizations

All new MA organizations in CY 2008 All new MA organizations in CY 2008 
must provide through HPMS the must provide through HPMS the 
following financial information no later following financial information no later 
than April 30, 2008:than April 30, 2008:
If the new MA organization has six If the new MA organization has six 
months or more of operations (i.e., months or more of operations (i.e., 
Commercial, Medicaid) in the prior year, Commercial, Medicaid) in the prior year, 
it must upload into HPMS a PDF of its it must upload into HPMS a PDF of its 
12/31/2007 independently audited 12/31/2007 independently audited 
financial statements and 13 financial financial statements and 13 financial 
data elements.data elements.
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New MA OrganizationsNew MA Organizations

If the new MA organization has If the new MA organization has 
four to six months of operations, four to six months of operations, 
the MA organization must upload the MA organization must upload 
into HPMS a PDF of its National into HPMS a PDF of its National 
Association of Insurance Association of Insurance 
Commissioners (NAIC) Commissioners (NAIC) Annual Annual 
Health Blank and 13 financial data Health Blank and 13 financial data 
elements.elements.
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New MA OrganizationsNew MA Organizations (continued)(continued)

If the new MA organization has at least If the new MA organization has at least 
three months or fewer of operations, three months or fewer of operations, 
the MA organization must upload into the MA organization must upload into 
HPMS a PDF of its most recent HPMS a PDF of its most recent 
QuarterlyQuarterly NAIC Health Blank and 13 NAIC Health Blank and 13 
financial data elements.financial data elements.

In addition to the above, if the In addition to the above, if the 
organization is in financial distress at organization is in financial distress at 
the time of the review, a financial plan the time of the review, a financial plan 
may be requested of the applicant may be requested of the applicant 
demonstrating how it would reach demonstrating how it would reach 
breakbreak--even.even.
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Financial PlanFinancial Plan

A financial plan is a 3 year projection of an A financial plan is a 3 year projection of an 
organizationorganization’’s financial statements (balance s financial statements (balance 
sheet, income statement, and statement of sheet, income statement, and statement of 
cash flow) accompanied by descriptive and cash flow) accompanied by descriptive and 
verifiable assumptions, and a projected date verifiable assumptions, and a projected date 
of breakof break--even. Note: Breakeven. Note: Break--even is defined as even is defined as 
two successive quarters of net income.  two successive quarters of net income.  

An organization could be asked by CMS to An organization could be asked by CMS to 
submit a financial plan for several reasons: (i) submit a financial plan for several reasons: (i) 
financial distress, (ii) two successive years of financial distress, (ii) two successive years of 
net loss, and/or (iii) a state administered net loss, and/or (iii) a state administered 
corrective action plan as a result of fiscal corrective action plan as a result of fiscal 
soundness shortfalls.soundness shortfalls.
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Financial PlanFinancial Plan (continued)(continued)

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

VerifiableVerifiable: there is source data : there is source data 
available to support the numbers available to support the numbers 
used to develop the projections.used to develop the projections.
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What is a National Association of Insurance What is a National Association of Insurance 
Commissioners (NAIC) Health Blank?Commissioners (NAIC) Health Blank?

An NAIC health blank is a detailed financial An NAIC health blank is a detailed financial 
report format required by the MA report format required by the MA 
organizationorganization’’s State Department of s State Department of 
Insurance. Specifically, this format includes Insurance. Specifically, this format includes 
the organizationthe organization’’s balance sheet, income s balance sheet, income 
statement, statement of cash flow, statement, statement of cash flow, 
premiums and investments schedules, premiums and investments schedules, 
claims information, etc. For further claims information, etc. For further 
information regarding your State financial information regarding your State financial 
reporting obligations, and frequency and reporting obligations, and frequency and 
timing of your filing requirements, please timing of your filing requirements, please 
contact your State Department of contact your State Department of 
Insurance.Insurance.
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR)Requirements (FSRR)

If the contract is between your If the contract is between your 
organization and CMS, and the larger organization and CMS, and the larger 
organization is the guarantor, then the organization is the guarantor, then the 
larger organizationlarger organization’’s independently s independently 
audited financial statements would be audited financial statements would be 
sufficient. sufficient. 

However, if the larger organization is However, if the larger organization is 
not the guarantor and the contract is not the guarantor and the contract is 
with the smaller organization, then the with the smaller organization, then the 
smaller organization would need to smaller organization would need to 
produce the audited information.produce the audited information.
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Statutory Accounting vs. Generally Statutory Accounting vs. Generally 
Accepted Accounting PrinciplesAccepted Accounting Principles

All renewing MA organizations in 2008 All renewing MA organizations in 2008 
should submit their independently should submit their independently 
audited financial statements in the audited financial statements in the 
Statutory Accounting Principles (SAP) Statutory Accounting Principles (SAP) 
format. SAP is more common within the format. SAP is more common within the 
industry and most states require it. If industry and most states require it. If 
your State only requires financial your State only requires financial 
statements prepared using Generally statements prepared using Generally 
Accepted Accounting Principles (GAAP), Accepted Accounting Principles (GAAP), 
CMS will accept them. CMS will accept them. 
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Statutory Accounting vs. Generally Statutory Accounting vs. Generally 
Accepted Accounting Principles Accepted Accounting Principles (continued)(continued)

Instructions for preparing SAP financial Instructions for preparing SAP financial 
statements can be found several ways. statements can be found several ways. 
The most efficient way would be to The most efficient way would be to 
contact your companycontact your company’’s state of s state of 
domicile Insurance Department. domicile Insurance Department. 
Another source of information would be Another source of information would be 
to directly contact the National to directly contact the National 
Association of Insurance Commissioners Association of Insurance Commissioners 
(NAIC) or access the NAIC website, (NAIC) or access the NAIC website, 
www.naic.orgwww.naic.org. This site can be used to . This site can be used to 
address a number of insurance address a number of insurance 
accounting issues.accounting issues.

http://www.naic.org/
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Electronic Submission Using HPMSElectronic Submission Using HPMS

For 2007 reporting, CMS is requiring For 2007 reporting, CMS is requiring 
independently audited financial independently audited financial 
statements be submitted electronically to statements be submitted electronically to 
the financial module within HPMS. You the financial module within HPMS. You 
may send your independently audited may send your independently audited 
financial statements in a PDF format. financial statements in a PDF format. 
The PDF must include all pages including The PDF must include all pages including 
any associated letters, opinions, the any associated letters, opinions, the 
signature page, etc.signature page, etc.
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR)Requirements (FSRR)

Each contract must provide a separate audit Each contract must provide a separate audit 
report unless it is part of a consolidated  report unless it is part of a consolidated  
audit report or part of a larger organization. audit report or part of a larger organization. 

For each contract even if a consolidated For each contract even if a consolidated 
report, the MA organization must include its report, the MA organization must include its 
organization organization ““HH”” and and ““RR”” numbers (numbers (““HH””
numbers are Medicare Advantage contract numbers are Medicare Advantage contract 
numbers assigned to HMOs, PFFS plans, Cost numbers assigned to HMOs, PFFS plans, Cost 
plans, PACE organizations, and plans, PACE organizations, and PPOsPPOs.  .  ““RR””
numbers are Medicare Advantage contractnumbers are Medicare Advantage contract
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Requirements (FSRR) (continued)(continued)

numbers assigned specifically to Regional numbers assigned specifically to Regional 
PPOsPPOs) on the cover sheet of the ) on the cover sheet of the 
independently audited financial statements independently audited financial statements 
and any correspondence sent to CMS.and any correspondence sent to CMS.

If the audit report represents a If the audit report represents a 
consolidation of several contracts, please consolidation of several contracts, please 
indicate on the cover of the report the indicate on the cover of the report the 
various H or R numbers included within the various H or R numbers included within the 
report. CMS cannot process financial report. CMS cannot process financial 
reports that do not have an H or R number reports that do not have an H or R number 
associated with them.associated with them.



2424

Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR)Requirements (FSRR) (continued)(continued)

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

As a rule, CMS does not publish or share As a rule, CMS does not publish or share 
proprietary information (except for proprietary information (except for 
financial data which is publicly available).financial data which is publicly available).
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Program of AllProgram of All--Inclusive Care for Inclusive Care for 
the Elderly (Pace) Organizationsthe Elderly (Pace) Organizations

Section 460.208 of the Code of Section 460.208 of the Code of 
Federal Regulations requires a PACE Federal Regulations requires a PACE 
organization to submit to CMS organization to submit to CMS 
independently audited financial independently audited financial 
statements that include appropriate statements that include appropriate 
footnotes. The financial statements footnotes. The financial statements 
must be certified by an independent must be certified by an independent 
certified public accountant and must certified public accountant and must 
be submitted to CMS no laterbe submitted to CMS no later



2626

Program of AllProgram of All--Inclusive Care for the Inclusive Care for the 
Elderly (Pace) OrganizationsElderly (Pace) Organizations (continued)(continued)

than 180 days after the than 180 days after the 
organizationorganization’’s fiscal year ends. At a s fiscal year ends. At a 
minimum, the certified financial minimum, the certified financial 
statements must consist of the statements must consist of the 
following: (1) a certification following: (1) a certification 
statement, (2) a balance sheet, (3) statement, (2) a balance sheet, (3) 
a statement of revenues and a statement of revenues and 
expenses, and (4) a source and expenses, and (4) a source and 
use of funds statement. use of funds statement. 
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Health Plan Management System Health Plan Management System 
(HPMS)(HPMS)

To access the HPMS, the MA To access the HPMS, the MA 
organization must have access to organization must have access to 
either the Medicare Data either the Medicare Data 
Communications Network (MDCN) or Communications Network (MDCN) or 
the internet. the internet. 
Questions about connectivity, should Questions about connectivity, should 
be sent to be sent to 
HPMS_Access@cms.hhs.govHPMS_Access@cms.hhs.gov..

mailto:HPMS_Access@cms.hhs.gov
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Health Plan Management System Health Plan Management System 
(HPMS) (HPMS) (continued)(continued)

To access the Fiscal Soundness To access the Fiscal Soundness 
Module, logon to HPMS and select Module, logon to HPMS and select 
the the ““MonitoringMonitoring”” tab on the left tab on the left 
navigation toolbar. Select navigation toolbar. Select ‘‘Fiscal Fiscal 
SoundnessSoundness”” from the flyfrom the fly--out menu.out menu.
The fiscal soundness module will The fiscal soundness module will 
be released at the end of March be released at the end of March 
2008.2008.
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Health Plan Management System Health Plan Management System 
(HPMS)(HPMS)

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

Here is the fiscal Here is the fiscal 
soundness soundness 
homepage where homepage where 
all actions can be all actions can be 
taken.  On this taken.  On this 
page you will page you will 
have the ability have the ability 
to: to: 

Send Audited Send Audited 
Financial InfoFinancial Info
Send Quarterly Send Quarterly 
Financial InfoFinancial Info
View Status View Status 
Report and User Report and User 
GuideGuide
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Submitting Annual StatementsSubmitting Annual Statements
Complete Complete 

data entry for data entry for 
each celleach cell

If you need If you need 
help, help, 
reference the reference the 
definitions link definitions link 
in the upper in the upper 
right hand right hand 
cornercorner

Data may be Data may be 
submitted for submitted for 
one or one or 
multiple multiple 
contracts.  contracts.  
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Upload Financial InformationUpload Financial Information

You may upload in a zip or PDF file formatYou may upload in a zip or PDF file format
Please read the Please read the ““Important NoteImportant Note”” for for 

restrictions on the file naming conventionrestrictions on the file naming convention
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HPMS HPMS –– Upload ConfirmationUpload Confirmation
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Financial Data SubmissionFinancial Data Submission

You will You will 
receive a receive a 
final final 
confirmation confirmation 
page.page.

All of the All of the 
amounts amounts 
entered and entered and 
the financial the financial 
statements statements 
uploaded uploaded 
will be will be 
availableavailable
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Quarterly SubmissionsQuarterly Submissions
If CMS If CMS 
determines, the determines, the 
MA organization MA organization 
may need to may need to 
submit quarterly submit quarterly 
financial financial 
information. CMS information. CMS 
will contact you if will contact you if 
you are required you are required 
to submit.to submit.
Only MA Only MA 
organizations organizations 
that must submit that must submit 
quarterly finals quarterly finals 
will appear on will appear on 
the pagethe page..
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Quarterly Submission Quarterly Submission –– (continued)(continued)

Quarterly Quarterly 
upload upload 
works the works the 
same as same as 
the annual the annual 
uploadupload
PDF and PDF and 
Zip files Zip files 
both both 
acceptedaccepted..
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Quarterly Submission Confirmation Quarterly Submission Confirmation 
PagePage

Confirmation page works the same as the 
annual submission confirmation page. 
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HPMS Report PageHPMS Report Page
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Review Status ReportReview Status Report

You can You can 
view the view the 
status of status of 
your fiscal your fiscal 
soundness soundness 
review review 
statusstatus

Exportable Exportable 
to PDF or to PDF or 
excelexcel
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) SummaryRequirements (FSRR) Summary

Please remember to submit no later than Please remember to submit no later than 
April 30, 2008, through HPMS the April 30, 2008, through HPMS the 
following financial information:following financial information:

The latest audited financial statements The latest audited financial statements 
if you had six to twelve months of if you had six to twelve months of 
prior year operations and the 13 prior year operations and the 13 
financial data elements orfinancial data elements or
The The AnnualAnnual NAIC Health Blank if you NAIC Health Blank if you 
had between four and six months of had between four and six months of 
prior year operations and the 13 prior year operations and the 13 
financial data elements, orfinancial data elements, or
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Summary Requirements (FSRR) Summary 

(continued)(continued)

The The QuarterlyQuarterly NAIC Health Blank if NAIC Health Blank if 
you had three months or fewer you had three months or fewer of prior of prior 
year operations andyear operations and the 13 financial the 13 financial 
data elements anddata elements and
In addition to the above, if the In addition to the above, if the 
organization is in financial distress at organization is in financial distress at 
the time of the review, a financial plan the time of the review, a financial plan 
may be requested of the MA may be requested of the MA 
organization demonstrating how it organization demonstrating how it 
would reach breakwould reach break--even.even.
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) SummaryRequirements (FSRR) Summary 

(continued)(continued)

During the fiscal soundness review, the During the fiscal soundness review, the 
financial analyst may be contacting you financial analyst may be contacting you 
about your financial submissionabout your financial submission
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) ContactsRequirements (FSRR) Contacts

Any questions regarding fiscal Any questions regarding fiscal 
soundness, the financial review process soundness, the financial review process 
or any other financial matters can be or any other financial matters can be 
addressed by contacting the financial addressed by contacting the financial 
review team:review team:
By email at: By email at: FinancialReview@cms.hhs.govFinancialReview@cms.hhs.gov oror

Joe Esposito (410Joe Esposito (410--786786--1129) (Regions IV, 1129) (Regions IV, 
V, VI) V, VI) 
Yasmin Galvez (410Yasmin Galvez (410--786786--0434) (Regions 0434) (Regions 
VIII, IX, X)    VIII, IX, X)    
Franklin Regulski (410Franklin Regulski (410--786786--6278) (Regions 6278) (Regions 
I, II, III, VII)I, II, III, VII)

mailto:FinancialReview@cms.hhs.gov
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Fiscal Soundness Reporting Fiscal Soundness Reporting 
Requirements (FSRR) Contacts Requirements (FSRR) Contacts 

(continued)(continued)

For Technical HPMS For Technical HPMS 
Questions, please contact Questions, please contact 
Sara Walters at Sara Walters at 
Sara.Walters@cms.hhs.govSara.Walters@cms.hhs.gov or or 
at 410at 410--786786--3330. 3330. 

mailto:Sara.Walters@cms.hhs.gov
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WebsiteWebsite

FSRR filing instructions FSRR filing instructions 
and frequently asked and frequently asked 
questions and answers are questions and answers are 
available at the following available at the following 
website:website:
http://www.cms.hhs.gov/Hhttp://www.cms.hhs.gov/H
ealthPlansGenInfo/50_FSealthPlansGenInfo/50_FS
RR.asp#TopOfPageRR.asp#TopOfPage

http://www.cms.hhs.gov/HealthPlansGenInfo/50_FSRR.asp#TopOfPage
http://www.cms.hhs.gov/HealthPlansGenInfo/50_FSRR.asp#TopOfPage
http://www.cms.hhs.gov/HealthPlansGenInfo/50_FSRR.asp#TopOfPage
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