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Today’s Objectives

= Provide overview of the 1/3 financial audit process
" Provide examples of audit findings
= Answer any guestions and concerns
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Polling Question

Is a Chevy Corvette an allowable Medicare expense on the
Part D bid?
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Audit Background

" Important internal control feature over Medicare Part C
and Part D programs

— Annual payments over $200 billion
= 2nd year of financial audits for PACE organizations

— 1st year 33 audits for contract year 2013
— 2nd year 43 audits for contract year 2014/2015
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Audit Objectives
(Management’s Assertions)

1. Determine the accuracy of prescription drug event (PDE) and
direct and indirect remuneration (DIR) data included in the
Part D payment reconciliation

2. Determine the accuracy of base year experience reported on
the Part D bid

3. Determine whether there are sufficient internal controls over
Medicare payments for drug benefits

4. Determine whether the Plan has met solvency requirements



Types of Audit Results/Opinions

1. Ungualified — “Clean Audit” - No findings —
management’s assertions are accurate. Maybe some
less significant issues identified (observations)

2. Qualified — Management’s assertions are accurate
except for the findings identified

3. Adverse — Management’s assertions are not accurate

4. Scope Disclaimer — Auditors can not issue an opinion
on management’s assertions
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Historic Financial Audit Results

;:)?:i:::‘ CY 2006 | CY 2007 | CY 2008 | CY 2009 | CY 2010 | CY 2011 | CY 2012 | CY 2013

Unqualified 33% 29% 32% 34% 53% 49% 57.60% 27%

Qualified 43% 55% 63% 65% 45% 51% 42% 72%
Disclaimer 16% 11% 2% 1% 0% 0% 0% 0%

Adverse 8% 5% 3% 0% 2% 0% 0.40% 1%
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Audit Process: Selection & Notification

How are plans selected for audit and notified?

= CMS selects at least 1/3 of Part D entities based on
certain risk factors

= Prior to the audit, plans are notified via an HPMS email of
the audit (Health Plan Management System)

= Plans receive 2nd HPMS email prior to the audit stating
which CPA firm is conducting the audit

= CPA firms contact plans to coordinate the audit



Audit Process: During the Audit

= Plans receive initial document request list and test
samples

— Extremely important for Plan or its Pharmacy Benefit
Manager (PBM) to provide test documentation in a timely
manner

— Plans requested to sign an assertion letter
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Audit Process: During the Audit (cont.)

= More documentation provided in advance — less time
required on site

= Auditors conduct a site visit at PO (entrance conference) /
Pharmacy Benefit Manager (PBM) site visit

= Approximately sixty days after entrance conference, an
exit conference will occur to discuss any issues to date,
open items, audit findings, disagreements, etc.
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Audit Process: After the Audit

= Approximately 30 days after exit conference, draft report
IS Issued to CMS

" Plans are asked to agree/disagree with findings

" Plans are asked to sign a management representation
letter

" Plans are notified via HPMS emalil that the audit report is
available for viewing/download
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Audit Closeout and
Corrective Action Plans (CAPS)

= Unqualified Audits

— Audits are closed and no formal follow up action
required

— Any observations are expected to be corrected
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Audit Closeout and
Corrective Action Plans (CAPS) (cont.)

= Qualified Audits

— Corrective Action Plan is required to address the findings

— Errors should be corrected and submitted to CMS (e.g. PDE
resubmission, updated DIR report)

— Observations should be corrected

= Adverse or Scope Disclaimer

— CMS compliance unit will contact the plan regarding corrective
action — a follow-up audit may be required
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Civil Money Penalties (CMP)

= Beginning in contract year 2015, any issue that impacts a
beneficiary is subject to review for a CMP

= PACE organizations may be asked to conduct a
beneficiary impact analysis

" |ssues that impact a beneficiary are forwarded to CMS’
compliance unit for review

= CMS compliance unit will contact PO regarding any
beneficiary impact issues
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Audit Findings

" PDE Errors
— Duplicates and refill too soon
— Part A or B drugs

— Pharmacy dispensing fees




Audit Findings (cont.)

= Unallowable non-benefit expenses on bid

" True Out of Pocket Costs (TrOOP)

= Coordination of Benefits — Annual COB file

= Monitoring Pharmacy Benefit Manager (PBM)

" Drug Manufacture Rebates — Direct and Indirect
Remuneration (DIR)
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Points of Contact

= MAPDAudits@cms.hhs.gov

— All general questions regarding 1/3 financial audits

= Division of Capitated Plan Audits (DCPA contacts)

— Amando.Virata@cms.hhs.gov Auditor

— Frank.Chartier@cms.hhs.gov Deputy Director



mailto:MAPDAudits@cms.hhs.gov
mailto:Amando.Virata@cms.hhs.gov
mailto:Frank.Chartier@cms.hhs.gov

	Financial Audits
	Today’s Objectives
	Polling Question 
	Audit Background
	Audit Objectives �(Management’s Assertions) 
	Types of Audit Results/Opinions 
	Historic Financial Audit Results
	Audit Process: Selection & Notification
	Audit Process: During the Audit
	Audit Process: During the Audit (cont.)
	Audit Process: After the Audit 
	Audit Closeout and �Corrective Action Plans (CAPS)
	Audit Closeout and �Corrective Action Plans (CAPS) (cont.)
	Civil Money Penalties (CMP) 
	Audit Findings 
	Audit Findings (cont.)
	Points of Contact 




Accessibility Report





		Filename: 

		Session3_Virata_Financial_Audits_2017_PACE_508.pdf









		Report created by: 

		Trish Staszewski, Section 508 Compliance Officer, tstaszewski@provider-resources.com



		Organization: 

		Provider Resources, Inc.







 [Personal and organization information from the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 2



		Passed manually: 0



		Failed manually: 0



		Skipped: 0



		Passed: 30



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Needs manual check		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Needs manual check		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Passed		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

