CENTERS FOR MEDICARE & MEDICAID SERVICES

The Standard Operating Procedure for
States’ Role in the Payment Error Rate
Measurement (PERM) Program

June, 2014



Standard Operating Procedure for States Table of Contents

Table of Contents

INTrOAUCTION .. 4
1] T £ 4
OVEIrVIEW Of PERM PIOCESS ... 4
Typical PERM CyCle TIMEIINE ....cuuuiiii i e et e e e e et e e e e e e e e eennnns 5

Pre-Cycle: Preparation for Data Submission and REVIEWS .........ccooiiuiiiiiiiiiiiiiiiiiiee e 5
PERM Partners Roles And ReSPONSIDIlItIES ..........vuviiiiiiiiiiiiiiiiiiiiiieiveeevieeveesveeeveeeveeeeeeeeeeeeees 7
L1 TP PP PPRPURSR 7
(011 ST O 0] 1 ¢=To1 (o] £ TP 7
Statistical Contractor RESPONSIDIItIES ..........cooiiiiiiii s 7

Review Contractor RESPONSIDIlItIES. ..........ccuiiiiiiee e e e e e e e e e eaenes 7

State Required TeleconferenCe CallS .......ccooooiioiiiiieeee e 8
(030l [ 3 (o Qo ] | TP PPOUPPPPOUPPRI 8
MONENIY CYCIE CaAllS.....ccc it s e e e e e s e e e e e e e e s e st eeeeeeesannnnrnneeeaeeas 8
PERM General EAUCAtioN WEDINA .........cooiiiiiiiiiiieeie et a e eeeeeae s 8
Claims OrieNtation INTAKE.........uuiiiieeeii e e e e e e st e e e e e e s st reeeeeseannrnneneeeens 9
RC EdUCAtIONAl WEDINAIS .......eiiiiieiiiiiee ettt e e e e e e e e e s beeeeaae s 9
Data Processing OFENTALION .........uuiii ittt e e e e nees 9
State Medicaid Error Rate Findings (SMERF) Orientation ............ccoooiiiuiieireeeis e ee e e s siiineneeeeens 9
Details INtAKE Call .....ooii et e e e e et e e e e e e s e et e e e e e e e e e annnbaaeeaaeeas 9
CAP KiCK-OFf ENA Of CYCIE ... vttt e e e e e e e e e e e e aeeeaeeas 9
Individual State Cycle Summary Findings TeleConferencCe ...........c.veeeveviiiiiiiiiiiicie e 10

Y = L= o 01 T = 1 SRR 10
Post CAP Webinars/ONSIte IMEELING ......ueuiaaa ittt e e e e eeeeae s 10

I Y 1Yo T o 11 112 o .4 ¥ X1 =] o | S 10
ComiNg SO0N TOF FY 207! ..ot e e e e e e e e e e e e 10

2. Claims COMPONENT PrOCESSES ...uuuiiiiiiiiieiiiiiiiiie et e e e e ettt e e e e e e s e e e e e s s s aanb e eeeeeees 10
Claims Data SUDMISSION......uuiiiiie et e e et e e e e e e e e e e bb e e e 10

L8 a1 T ST I | - SR 11
PERM PIus vs. ROULINE PERM ...t e e 11
Lo UL 1] L= o o 1 ST PURRPRINY 11
PERM PIUS ...ttt ettt sttt ettt sttt st et et s 1e et e et e b te e 4 et ete s b et ebe et et e b e st et ebe et e s etesbe s ere st et eresbe s e 11
ClaiMmS INTAKE OVEIVIEW .....iiiiieeieee ettt e oo ettt e e e e e e s bttt e e e e e e s nbabe e e e e e e e e enneeneees 11
Summary of State Responsibilities during Claims Intake ProCesS..........ccccvviiieeiiiiiiiiiieee e sciiiiiee e 12
Claims Universe Data SUDMISSION.......cc.uuuiiiiiie e e e e e et e e e e e e e e 13
Universe Quality CONLIOl PrOCESS .......uuuiiiiie ittt e e e e e e e e e e e s e s aeeeaee s 13
(D=1 RS] r= T o FoT o [14= 1T o HU PP UPRPPRINE 13
(D= 1= RV 2= o =1 (o] o NPT UPRPRINY 13
Comparison of PERM Data Submissions to the CMS-64/21 REPOItS ........cceeeeeiiiiiiiieiieeaneiiiiee, 14
ST= ] o1 (IS T= 1Yo 1o o SRS 15
[DC] =T S B T - PSP UUPPRR SRR 15

Table of Contents



Standard Operating Procedure for States Table of Contents

Fee- For Service Claim Details Intake Process- PERM Routine States............occuvveiiiiiiiiiiieiiee e
Details Quality CONtrol REVIEW PrOCESS. ... ...uiiiiiiiiiiiiiiiee ettt ee e e e e e e et e e e e e e anebeeeaaaeeaaneees
R BV BV ettt ettt e e e e e e e et e e et e e e et e e ettt e e e e e aeraran
State PoliCY COlIECHION PrOCESS ...ciiiiii ittt e e e e e e e e e e s e et e e e e e e e s sanenreees
Data ProCeSSING REVIEWS ........ooiiiiiieiiiiiie ittt e et e e ab e e e s b e e e e abeeee e e
Data Processing OFENTALION ..........uueiiiiiiiiiiiiii e e e e e et e e e e e e e e e e s e s e e e e e e s e satbaeseeeesasntbaeeeeeesenanees
State PERM Coordinator Responsibility for DP Orientation: ...
Prior to starting DP review (immediately following the DP Orientation meeting):.........
State Responsibility prior to starting DP Reviews: ...........
On-site Data Processing reVieWs: ..........cccooviivieeeeeeennnnnns
State responsibility dUING ON-SItE FEVIEWS: ........ciiiiiiieiiieie et 23
Remote Data Processing (DP) FEVIEWS: ......cciuuiiiiiiiieiiiiee ettt e et e s eenneeas 23
State responsibility during remMOtE FEVIEWS: ..........oiiiiiiiiiiiei e e e e e e e s st e e e e e 23
Advanced Notification of Potential Data Processing ErrOrs ... 23
MediCal RECOIIS REQUESTS .....coiiiiiiiieiiitiie ettt e e et e e st e e e st e e e e snbe e e e s snbeeeee e 24
Medical Record ReqUESE OFIENTALION ...........ueiiiiieiiiiieiiee ettt e et e e e e s e e e e e e e e e snneeee 24
Original DOCUMENTAtION REQUESES .......ciiiiiiiiiiiii ettt e e sbn e e s 24
MEAICAI REVIBW ...ttt ettt e e e et e e e e e e s e e bbb b et e e e e e s e annnbneeeeaeeas 26
State PERM Coordinator responsibility for Policy COolleCtion ............coccoviiiiiiiiiiiicice e 26
State responsibility prior to starting MediCal REVIEWS ............cooiiiiiiiiiee et 27
Tracking Errors and Responding to FINAINGS ........ccooiiiiiiiiiii e, 27
Lo LT T =T o] £ SRR PRT 27
Requesting Difference RESOIULION .........eoviiiiiiiiiiiiic e e e e e e e 27
How to File a Difference Resolution (DR) FEQUEST .........uueiiiiiiieiiiie et 28
Responding to a Difference Resolution REQUEST ............ueiiiiiiiiiiiicciee e 28
Re-pricing Partial MediCal REVIEW EFTOIS ...........uiiiiiieieie ettt 28
Filing @an APPEAIT0 CIMS ... ..ottt et e e e st e e e st e e e anbaeee e e 29
ENd Of CYCIE ACHIVILIES .. .o e e e e e e e e e e e aaaaa s 30
L1010 ] 1= = SRR 30
(0] 11 o[ =T Il (o ToT T XY o o SRR 30
RECOVEIIES ..ttt e e oo e okttt e e e e e oo s a et ettt e e e e e e e e n et e e e e e e e e e e e annnbeneeaaeeas 31
REQUITEIMENTS ...ttt ettt e ekt e e bt e e e b e e e bbbt e e st bt e e sab b e e e e bb e e e e antneeennnee s 31
Reports .............
Exceptions
UNAEIPAYIMENTS. ... eieeeee ittt e st e et e st e e s r et e e ekt e e e st e e e e e s s e e e e e s e e e e mte e e e aan e e e e e bne e e e nnnneeenanneas 33
POSt-CyCle DOCUMENTALION ....eiviiieiiiitiie et e e e et e e e e s e e e e s e et e e e e e e s e st e e e ae e e s e annnrnaeeeaeeas 33
3. Error RAtE REPOITING ..uuiiiiiiiiiiiiiiiiie ittt e et e e e e e e r e ae s
(@ YT QT
Overview of Error Rate CalCUlatioNS ...........uuiiieeiiiiiiiiiire e e e s e e e e e setnee e e e e e e e ennnnneees
Projected Dollars in Error for State Error RAES.........ccoiiiiiiiiiiei et
Calculation Of State ErTOr RAES .....cceiiiiiiiiii et e e e e e e e e e e e e e e e e e e neeeeees
Projected Dollars in Error for National Error RAteS..........cooiiiiiiiiiiiiieiiiiee e
Calculation of National Error RAIES. ..........uuiiiiieiiiiiiiiie et a e
Error Rate Natifications & Cycle Summary Reports
Error Rate RECAICUIALIONS .........iiiiiiiiiieiie ettt ettt e s
4, COIreCtivVe ACTION PrOCESS ... i eaennasnnesnnssnnssnnnsnnssnnes 36
(8 Y e o 0 [0l LSS 36

Table of Contents



Standard Operating Procedure for States Table of Exhibits

(O S NTo] o) 1 O || R 36
INAIVIAUA SEALE CallS....cveiieeieeiei ettt et e et e e e et e e e eeae e e s et e e eeata s eeeanaeesenes 36

Sy =1 (S o (VT 1= | | 36
(OF0] 1 (=T LY A (0] g B 2= 1 =] F T 36
Components of the Corrective ACHION PIAN ..........c.oooiiiiiiiii e 37

D= 1= WY g F= 1) L TP UPRPRIN 37
PrOGIAM ANGIYSIS ...ttt oot e e e e ettt e e e e e e e taeteeeaee e e e saebeeeeaeeaaannsaseeeaeeeaanntbeeeaeaeeaannees 38
COorrective ACHION PIANMING ...ttt e et e s bt e e b e e e abn e e nnees 38
Implementation and MONITOTING .........ieiiiiiiiiiii e e e e e s e e e e e e s e st r e e e e e e s e sntbaeeeeeeseannres 39
(Y= 1[U = L1 To] o F TSP 39
Evaluation of Previous CYCIE CAP ...ttt e 39
Corrective Action Plan SUbMISSION DELAIIS ........uuuuuuuiiiiiiiiiiiii e aaaraearaaaeaearaaararaes 40

POSt CAP SUDMISSION ACHVILIES.....uvuiiiii ittt e ettt e e e e e e ettt e e e e e e e saataeeeeeeeeessaannns 40

5.  PERM Initiatives and Available RESOUICES .......ooiviiiiiiiee et 41
PERM Provider EQUCALION ..........iiiiei e e e et e e et e e e e et e e s s et e e s enaaaeaeeees 41
Provider Education PERM Initiative (PEPI) WOIrKGroUp..........eeveeeiiiiiiiiieeee e seciiiiee e e e s sininneeeee s 41
Provider Education Webinars and Conference Call SESSIONS........c.cocuueiiiiiiiieiiiiieeeeee e 42
State SYSteMS WOIKGIOUD ....cooiiei e 43
PERM Technical AdViSOry GroUp (TAG) ....uuuuuuiiiiiiieiiiiiiieiiiniiinssasssssssnassasseasnsennnns——.. 43
Y RT3 1Y TP 43
(081 RS @ 0] | = o] £ T PR 44
Review Contractor Contacts — A+ Government Solutions, LLC. .......coiiiiiiiiiiiiiee e 45
Statistical CoNtractor — The LEWIN GrOUD ........eeiiiiiiriieiiiiie ettt e e 45

Table of Exhibits

Exhibit 1: Medicaid and CHIP Measurement CYCIES ............uvviiiiiiiiiiiiiiiiiieee e 4
Exhibit 2: PERM Cycle Estimated TIMEINE ...........oooiiiiiiiiieeeeee e 5

Table of Exhibits iii



Standard Operating Procedure for States Introduction

Glossary

Agency Financial Report (AFR): Annual report published by the Department of Health and
Human Services which provides fiscal and high-level performance results of agency activities,
including Medicaid and CHIP payment error rates

Annual sample size: The number of fee-for-service claims or managed care payments
necessary to meet precision requirements in a given PERM cycle.

Children’s Health Insurance Program (CHIP): A program authorized and funded under Title
XXI of the Social Security Act. Federal regulations governing this program are at 42 CFR Part
457.

Claim: A request for payment, on either an approved form or electronic media, for services
rendered generally relating to the care and treatment of a disease or injury or for preventative
care. A claim may consist of one or several line items or services.

Claims sampling unit: The sampling unit for each sample is an individually priced service
(e.q., a physician office visit, a hospital stay, a month of enrollment in a managed care plan or a
monthly Medicare premium). Depending on the universe (e.g., fee-for-service or managed
care), the sampling unit includes: claim, line item, premium payment, or capitation payment.

Corrective Action Plan (CAP): Following each measurement cycle, each state included in
the measurement is required to complete and submit a CAP based on the errors found during
the PERM process. The CAP process involves analyzing findings from the PERM
measurement, identifying root causes of errors, and developing corrective actions designed to
reduce major error causes, trends in errors or other vulnerabilities for purposes of reducing
improper payments.

Cycle: The 17-state three-year rotation based on FY used to measure improper payments.
Cycle rate: The payment rate for the 17 states measured in the current FY’s cycle.

Data Processing (DP) reviews: Conducted on each sampled fee-for-service and managed
care payment to validate that the claim was processed correctly based on information found in
the state’s claim processing system and other supporting documentation maintained by the
state.

Difference resolution: A process that allows states to dispute the Review Contractor’s (RC’s)
error findings.

Fee-for-service (FFS): A traditional method of paying for medical services under which
providers are paid for each service rendered.

FFS data processing error: A payment error that can be determined from the information
available from the claim or from other information available in the state Medicaid/CHIP system
(exclusive of medical reviews).

Improper payment: Any payment that should not have been made or that was made in an
incorrect amount (including overpayments and underpayments) under statutory, contractual,
administrative, or other legally applicable requirements; and includes any payment to an
ineligible beneficiary, any duplicate payment, any payment for services not received, any

Glossary 1
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payment incorrectly denied, and any payment that does not account for credits or applicable
discounts.

Managed care: A system where the state contracts with health plans, on a prospective full-risk
or partial-risk basis, to deliver health services through a specified network of doctors and
hospitals. The health plan is then responsible for reimbursing providers for specific services
delivered.

Medicaid: A joint federal and state program, authorized under Title XIX of the Social Security
Act that provides medical care to people with low incomes and limited resources.

Medical review error: An error that is determined from a review of the medical documentation
in conjunction with state medical policies and information presented on the claim.

Final Errors for Recovery (FEFR) report: Monthly FEFR reports are generated throughout a
PERM cycle and include overpayments on claims that have undergone both a data processing
and medical review and all difference resolution/appeals timeframes have expired.

Partial error: Partial errors are those that affect only a portion of the payment on a claim.

Payment: Any payment to a provider, insurer, or managed care organization for a Medicaid or
CHIP beneficiary for which there is Medicaid or CHIP federal financial participation. It may also
mean a direct payment to a Medicaid or CHIP beneficiary in limited circumstances permitted by
CMS regulations or policy.

Payment error rate: An annual estimate of improper payments made under Medicaid and
CHIP equal to the sum of the overpayments and underpayments in the sample, that is, the
absolute value of such payments, expressed as a percentage of total payments made in the
sample.

PERM Website: The official CMS website for the PERM program located at
http://www.cms.gov/PERM.

PERM Plus: A claims and payment data submission method where the state submits claims,
provider, and beneficiary data to the Statistical Contractor. The Statistical Contractor uses the
data to build universes from which a random sample of claims is selected. After drawing the
samples, the Statistical Contractor sends the samples to the Review Contractor and the states.
The Statistical Contractor then populates the sampled FFS claims with detailed service and
payment information and sends these samples to the Review Contractor.

PERM Technical Advisory Group (TAG): A forum established to discuss technical and
operational issues and to share best practices relating to the PERM Program. The TAG is
composed of a combination of the Division of Error Rate Measurement (DERM) Director, the
PERM team, state Medicaid Directors, CHIP Directors, and state personnel such as managers,
supervisors, and program integrity directors.

Provider Education PERM Initiative (PEPI): CMS established the PEPI in an effort to
support the CAP process and to assist the states in addressing provider education gaps and
issues.

Review Contractor (RC): CMS contractor responsible for collecting state policies and medical
records, conducting data processing and medical reviews, and hosting and maintaining the
State Medicaid Error Rate Findings (SMERF) system.

Glossary 2
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Rolling rate: The official Medicaid and CHIP program error rates that include findings from the
most recent three measurements to reflect findings from all 50 states and the District of
Columbia. Each time a group of 17 states is measured under PERM, the previous findings for
that group of states are dropped from the calculation and the newest findings are added in.

Sampling Unit Disposition (SUD) reports: Reports are generated on the 15th and 30th of
each month during the review phase of the Cycle which include final errors.

State Medicaid Error Rate Findings (SMERF): A web based application hosted by the
Review Contractor used for tracking and reporting the sampling unit review findings for the
PERM program.

State Systems Workgroup (SSWG): A collaborative group made up of CMS, the PERM
Statistical Contractor (SC), the PERM Review Contractor (RC), the Regional Offices, and the
states to address state system issues. This group works together to determine the underlying
problems and discuss how the issues can be resolved.

Statistical Contractor (SC): Collects and samples fee-for-service claims and managed care
capitation payment data, and calculate state and national error rates.

Underpayment: Underpayments occur when the state pays less than the amount the provider
was entitled to receive or less than its share of cost.

Glossary
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Introduction

Purpose

The purpose of this standard operating procedure (SOP) is to provide direction and consistent
instructions regarding states’ responsibilities during the Payment Error Rate Measurement
(PERM) process to state personnel. This SOP serves as a reference guide for the purpose of
PERM; it is meant to clarify the roles, responsibilities, and processes that will be followed to
ensure that critical tasks are performed timely and accurately. Each state’s specific PERM
requirements are addressed in more detail in subsequent sections of this SOP.

Overview of PERM Process

The purpose of the PERM program is to produce a national-level error rate for Medicaid and the
Children’s Health Insurance Program (CHIP) in order to comply with the requirements of the
Improper Payments Elimination and Recovery Improvement Act (IPERIA).

The PERM program measures improper payments in Medicaid and CHIP and produces error
rates for each program. The error rates are based on reviews of the fee-for-service (FFS),
managed care, and eligibility components of Medicaid and CHIP in the federal fiscal year (FY)
under review. It is important to note the error rate is not a “fraud rate” but simply a measurement
of payments made that did not meet statutory, regulatory, or administrative requirements.

The fee-for-service and managed care components of these programs are measured by federal
contractors, while states lead the effort in measuring errors in the eligibility component. The
programs are measured using a 3-year rotation to produce and report national Medicaid and
CHIP error rates. Each year examines the Medicaid and CHIP programs of 17 states. All
payment error rate calculations are based on the ratio of estimated dollars of improper
payments to the estimated dollars of total payments. Individual state error rates for each
component (FFS, managed care, and eligibility) are combined to calculate national component
error rates, and individual state program error rates across all components are combined to
calculate the national program error rates.

Each PERM cycle begins with a pre-cycle in August of the fiscal year preceding the study year
and concludes 28 months later when the error rates are calculated and published in the Agency
Financial Report (AFR).

Exhibit 1: Medicaid and CHIP Measurement Cycles
Includes Payments from

Cycle : States

y These Fiscal Years
FY 2006 Arkansas, Connecticut, Delaware, Idaho, lllinois,

One FY 2009 Kansas, Michigan, Minnesota, Missouri, New Mexico,
FY 2012 North Dakota, Ohio, Oklahoma, Pennsylvania, Virginia,
FY 2015 Wisconsin, Wyoming
FY 2007 Alabama, California, Colorado, Georgia, Kentucky,

Two FY 2010 Maryland, Massachusetts, Nebraska, New Hampshire,
FY 2013 New Jersey, North Carolina, Rhode Island, South
FY 2016 Carolina, Tennessee, Utah, Vermont, West Virginia

Purpose 4
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Includes Payments from
These Fiscal Years

States

FY 2008 Alaska, Arizona, District of Columbia, Florida, Hawaii,
Three FY 2011 Indiana, lowa, Louisiana, Maine, Mississippi, Montana,

FY 2014 Nevada, New York, Oregon, South Dakota, Texas,

FY 2017 Washington

Typical PERM Cycle Timeline

Pre-Cycle: Preparation for Data Submission and Reviews
» August
B Kick-off call with all states in the cycle

B Each state is asked to complete a claims universe data survey
B FFS and managed care sample sizes are finalized for each state

» September — November:
B Claims Data Submission Instructions released to state in September

B By September 15", state must notify CMS if it intends to submit claims data
using PERM Plus

B State participates in PERM General Education webinars

B Statistical Contractor (SC) holds Claims Orientation and Intake sessions with
each state. This meeting will involve an in-depth review of how claims are
processed in the state Medicaid and CHIP programs. This review will help the
state build sampling universes that meet PERM specifications, and will help the
PERM Statistical Contractor become knowledgeable about state claims
processing systems so they can review the data.

B State must notify CMS if a Data Use Agreement will be required to submit data
to PERM contractors
» December
B State should code programs to provide PERM claims datasets

Exhibit 2: PERM Cycle Estimated Timeline

Timeframe Event

= State submits 1st quarter (October — December) adjudicated

ganteigty claims to the SC

= State works with the SC to resolve any issues identified with the
January — April Q1 claims data

= SC pulls a Q1 sample

Within 2 weeks of sample pull = State submits Q1 PERM details data to the SC

April 15 = State submits 2nd quarter (January — March) adjudicated claims

Typical PERM Cycle Timeline 5
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to the SC

April = June

State works with the SC to resolve any issues identified with the
Q2 claims data

SC pulls a Q2 sample

Within 2 weeks of sample pull

State submits Q2 PERM details data to the SC

April — December

State works with the Review Contractor (RC) to establish and
conduct data processing review orientation visits and on-site or
remote data processing review schedules

April — September

RC researches and obtains state’s policies from relevant web
sites and conducts general education webinars with states

July

RC begins data processing reviews on-site or remotely

July 15

State submits 3rd quarter (April — June) adjudicated claims to
the SC

July — September

State works with the SC to resolve any issues identified with the
Q3 claims data

SC pulls a Q3 sample

Within 2 weeks of sample pull

State submits Q3 PERM details data to the SC

July — September

State works with the RC to establish and conduct SMERF web
site orientations/training via conference call and Go To Meeting

RC begins medical reviews

September Medical reviews continue for the remainder of the cycle as
medical records are submitted by providers
October 15 State submits 4th quarter (July — September) adjudicated claims

to the SC

October — December

State works with the SC to resolve any issues identified with the
Q4 claims data

SC pulls a Q4 sample

Within 2 weeks of sample pull

State submits Q4 PERM details data to the SC

July 15 Typical CMS cycle cut-off date

RC submits final findings to the SC
August

SC calculates error rates

National rates published in Agency Financial Report
November State notified of state error rates and preliminary sample sizes

for the following cycle

Throughout PERM process

State identifies and resolves differences in review findings with
the RC

November through February

= CAP is due 90 days after the state-specific error rates are issued

Typical PERM Cycle Timeline
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PERM Partners Roles And Responsibilities

CMS

» CMS Cycle Manager — A Cycle Manager is assigned to each PERM cycle to:
P serve as the state’s main point of contact for that measurement,
» ensure the measurement timeline stays on track,
» handle any issues that occur throughout a cycle.

» CAP Liaison — Each state is assigned a CMS Corrective Action Plan (CAP) Liaison.
Once the measurement is complete, the CAP Liaison serves as the state’s main point of
contact for the Corrective Action Plan process. The CAP Liaison provides technical
guidance for identification of corrective actions to eliminate identified errors, frequently
monitors the status of corrective actions, and is responsible for the collection of and
response to the CAPs.

CMS Contractors

CMS contracts with two vendors, a SC and a RC, to conduct the fee-for-service and
managed care components of the PERM measurement and to calculate error rates. The
Statistical Contractor is The Lewin Group, and the Review Contractor is A+ Government
Solutions.

Statistical Contractor Responsibilities

1. Collect and sample FFS claims and managed care capitation payment data —
Each quarter of the fiscal year, the SC collects the universe of claims data from the
state for its Medicaid and CHIP programs, including FFS and managed care data. The
SC draws a random sample of claims from the quarterly universes submitted by the
state and sends the sample to the RC and the state. Routine PERM states populate
sampled FFS claims with detailed service and payment information which the SC
standardizes and send to the RC.

2. Calculate state and national error rates — The SC calculates:

state-specific FFS and managed care error rates;

state-specific program error rates based on the FFS and managed care error
rates;

B national FFS and managed care error rates; and

B national program error rates based on the national Medicaid and CHIP FFS,
managed care, and historical eligibility error rates.

Review Contractor Responsibilities

1. Collect state policies — The RC will contact each state at the beginning of each
PERM review cycle and will research and obtain all available state Medicaid/CHIP
policy documents from state web sites. A master policy list is compiled by the RC and
sent to the state to verify in writing that the list is complete.

PERM Partners Roles And Responsibilities 7
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2. Request medical records — The RC is responsible for requesting all medical record
documentation associated with randomly selected Medicaid and CHIP FFS claims
requiring medical review. States can track medical record requests through the PERM
RC’s website.

3. Conduct data processing and medical reviews — RC conducts data processing
reviews to determine if an error resulted in an overpayment or underpayment. The RC
also conducts medical review of medical record documentation, reviews state-specific
policies, and determines if each FFS sampled claim was billed, coded, and paid
correctly and provided in the appropriate setting.

4. Hosts and maintains the State Medicaid Error Rate Findings (SMERF) system —
The system is a web based application used for tracking and reporting the sampling
unit review findings for the PERM program.

State Required Teleconference Calls

During the PERM cycle, states will be expected to participate in various teleconference calls,
which include the following.

Cycle Kick off

Prior to each PERM cycle, CMS holds a cycle kick-off call with all 17 states in the cycle to
give a PERM overview, define state and contractor responsibilities, review any changes from
the last PERM cycle, and discuss next steps.

Monthly Cycle Calls

State PERM staff attends monthly cycle calls hosted by CMS. These calls serve as an
opportunity for CMS to be in contact with states throughout the PERM cycle and maintain
open communication. Cycle call participants consist of federal PERM contractors, the CMS
PERM team, and all 17 states in the cycle. During the cycle calls, CMS and federal PERM
contractors will provide updates on the PERM cycle review progress, give reminders about
important due dates, let states know what they should focus on at that point in the cycle,
discuss issues that have arisen during the measurement, and answer any questions states
may have.

CMS will send out a request for agenda items in advance of each call. The state should then
send any questions or items they would like discussed on the cycle call so that CMS has time
to research each question/topic beforehand to ensure a complete and accurate response
during the call.

Cycle calls are typically held the same time each month for a given PERM cycle (i.e. the
second Thursday of each month at 2PM).

PERM General Education Webinar

CMS will host several PERM General Education/Introduction to PERM webinars to provide a
high-level introduction to the PERM measurement. These webinars are designed for
individuals who will be involved with any aspect of PERM and who are not already familiar
with the program. CMS will offer the same content on several different days and at different
times to maximize participation. The state should encourage any staff that is new to the

State Required Teleconference Calls 8
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PERM project to attend one of the sessions. Experienced PERM staff is welcome and
encouraged to participate as well. These webinars are held in the September/October
months of the pre-cycle.

Claims Orientation Intake

At the beginning of each cycle, the SC will schedule a claims intake meeting with each state
to prepare for data submission. During this meeting, the SC will discuss data submission
requirements and states will share information about the structure of their Medicaid and CHIP
programs.

RC Educational Webinars

The RC will host Educational Webinars before starting any reviews or medical record
requests. The purpose of these webinar is to provide an overview of the PERM RC
processes and to discuss the RC’s role and responsibilities. This webinar will include details
for the Data Processing Reviews, Medical Record Requests and Medical Review tasks and
the States’ responsibilities for each task. Webinars are usually scheduled between April and
June of the review phase of each cycle. After the webinar, the RC will distribute
guestionnaires and working protocol documents for review and completion. These
documents will help to assure accurate review of your sampled claims. The RC will also
request verification of the completed Policy Questionnaire and Master Policy List to assure
that previously located public policies and regulations are sufficiently comprehensive to
conduct medical reviews.

Data Processing Orientation

Prior to conducting the data processing reviews, the RC completes an entrance interview
with each state. The purpose of this entrance interview is to review the completed system
guestionnaire and to collect any system manuals and guidelines needed for the data
processing review of the sampled claims.

State Medicaid Error Rate Findings (SMERF) Orientation

Prior to reporting initial review findings to the state, the RC holds several SMERF orientation
webinars in the summer of the review cycle. The purpose of the webinar is to provide an
introduction to the RC website to be used for state’s tracking of review progress for each
claim sampled and for accessing reports on final findings.

Details Intake Call

The SC conducts a brief “details” intake meeting with each routine PERM state after the first
fee-for-service sample is selected to prepare for details data submission. During the meeting
the SC will provide an overview of the details requirements to the state, collect information
from the state regarding the population and submission of the details data, and answer any
guestions the state might have on the details submission process.

CAP Kick-Off End of cycle

After the cycle cutoff, CMS holds a call with all 17 states in the PERM cycle to kick-off the
corrective action process. The kick-off call outlines the corrective action plan (CAP) process,
presents CMS’ corrective action expectations, defines CMS and state responsibilities,
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highlights any differences since the last cycle, and discusses next steps for states in the CAP
process.

Individual State Cycle Summary Findings Teleconference

Once the state-specific error rate information is released, CMS holds an individual call with
each state to discuss error findings. The call allows the opportunity for the state to ask
guestions about their error rates, targets, cycle summary reports, and the corrective action
process.

State Forum Call

CMS schedules a State Forum call to discuss best practices on how to develop a CAP plan .
This is a state led call for all 17 states in the cycle to discuss best practices and lessons
learned from the cycle measurement.

Post CAP Webinars/Onsite Meeting

After CAP submission, CMS holds post-CAP webinars/meetings with each state individually.
These meetings discuss the state’s submitted CAP, upcoming PERM initiatives, a recap of
the cycle and upcoming PERM improvements for the next cycle measurement.

1. Eligibility Component

Coming soon for FY 2017!

Due to the significant changes to Medicaid and CHIP eligibility as a result of the Affordable Care
Act, the FY 2014-2016 PERM cycles will not include an eligibility component review. Instead,
for these fiscal years all states will participate in Medicaid and CHIP Eligibility Review Pilots.

No state-specific PERM eligibility error rates will be calculated during this time. However, an
estimated eligibility component error rate will be included in national-level PERM error rates.
CMS will freeze each state’s eligibility error rate at the rate from the most recently completed
PERM cycles which would be the FY 2011 through FY 2013 cycles to develop the estimated
eligibility component rate.

CMS is revamping the PERM eligibility review component and will issue a new PERM regulation
and state PERM eligibility SOPs for the FY 2017 PERM cycle.

Any questions about the Medicaid and CHIP Eligibility Review Pilots should be sent to
FY2014-2016 EligibilityPilots@cms.hhs.gov. Guidance regarding the PERM FY 2014-FY 2016
pilots can be found on the PERM website.

2. Claims Component Processes

Claims Data Submission

The state must submit a valid, complete, and accurate claim universe to the SC. The claim
universe is then used to draw samples that will be reviewed to determine a state’s error rate.
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Universe Data

Universe data files are essentially very long “lists” of nearly all the Medicaid and CHIP
beneficiary-specific payment records adjudicated by the state during the federal fiscal year
under review, including both paid and denied claims. Claims and payments must be matched
with either federal Medicaid (Title XIX) or CHIP (Title XXI) funds to be reviewed for PERM.
PERM also collects denied records meaning those claims and payments that would have
been matched with Title XIX or Title XXI funds had the state approved the claims for
payment. The complete universe files are used to select the random sample of claims and
payments for PERM review. Each claim or payment should be included one time in the
universe so that each payment has a chance, but only one chance, of being sampled for
review to ensure that a representative sample of claims and payments is selected.

PERM Plus vs. Routine PERM

The SC offers two data submission methods to states. Because each submission approach
requires different data elements, the state must notify CMS and the SC of its choice via email
by September 15" during the pre-cycle so that CMS and the SC can collect the necessary
information from each state.

Routine PERM

P The state creates PERM sampling universes based on whether a claim was matched (or
would have been matched if not denied) with Title XIX (Medicaid) or Title XXI (CHIP)
funds and the method of payment

P State submits a few key variables required for sampling

P State creates details files containing many additional fields for the sampled claims and
provides to the SC

PERM Plus

P State submits data in a relatively “raw” format in a structure that is similar to how most
states organize data in their MMIS: Claims file, Provider file, Beneficiary file

P State may include information such as adjustments, gross payments, and information
lines which the SC will remove when building the data universe

P SC huilds the details file for the sampled claims

Claims Intake Overview

The PERM FFS and managed care claims intake process begins when states are sent a
Universe Data Submission survey on August 1. The survey is to be completed and returned
to the SC within two weeks. The survey asks for information about changes to the state’s
Medicaid and CHIP programs since the previous cycle and asks the state to provide a list of
contacts that will be responsible for aspects of PERM for Medicaid and CHIP.

After the Universe Data Submission Survey is returned, an intake meeting is scheduled with
each state. The SC will conduct intake calls with each state individually at the beginning of
the cycle after sending out the data submission instructions. The intake calls will discuss the
requirements of the data submission, and the structure of the Medicaid and CHIP programs
within the state. These meetings are attended by CMS, the SC, and the RC. Some meetings
are held onsite at the states and the rest are conducted via webinars and conference calls.
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There are two main elements to the intake meetings — the PERM overview presentation and
the Intake Protocol. The overview presentation gives states detailed information regarding
the PERM data submission process including:

» How PERM defines the FFS and managed care universes

» What should be included in the PERM universes, including the types of payments to
include and exclude

» What types of quality review checks are conducted by the state and the SC on the
PERM universes

Depending on state needs, there can also be presentations on data processing and medical
record reviews.

The majority of the meeting is spent covering the questions in the Intake Protocol. Before the
meeting takes place, the state is given a copy of the protocol questions and should ensure
that the personnel best able to respond to the questions are present at the meeting. This
generally includes persons from claims processing, IT, finance, managed care, waiver
programs, third party administrators and any other agencies or entities that submit data or
information for the state’s Medicaid and CHIP programs. Participants should attend the
meeting rather than provide written responses as the Intake Protocol is meant to facilitate a
discussion and follow-up questions are often posed. Question topics include:

How the Medicaid and CHIP programs are structured

What data sources will be used to supply the data submitted for PERM
How the state’s data conforms to PERM formatting specifications

How excluded payments will be identified and removed

How the state processes FFS claims and at what level different types of claims are
priced and paid (i.e., header, line, or fixed)

How the state’s managed care program is structured, including what types of full and/or
partial capitation payments are made by state

What waiver programs operate in the state
What aggregate payments the state makes to providers
How the CMS-64 and CMS-21 forms are prepared

VVyVYy ¥V VVYVYYVYY

This information is then compiled by the SC into the Intake Notes which summarize the
state’s response to each of the protocol questions. The Intake Notes are sent to the state for
review, comment, and—if necessary—correction. The state is asked to approve or revise the
notes within two weeks. The Intake Notes assist the SC in the quality control review of the
data and often reduce the number of questions submitted to each state about its submitted
PERM data.

Summary of State Responsibilities during Claims Intake Process

» Submit completed Universe Data Survey by August 15"

» Ensure state personnel best able to respond to Intake Protocol questions attend the
intake meeting (do not substitute attendance with written responses)

» Review and comment on Intake Notes within 14 days of receiving them from the SC
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Claims Universe Data Submission

For the federal fiscal year under review, states should submit universe data to the SC by the
15th after the end of each quarter. Thus, Quarter 1 universe data is due January 15",
Quarter 2 universe data is due April 15" Quarter 3 universe data is due July 15" and
Quarter 4 universe data is due October 15". Please let the SC know as soon as possible if
your state may miss a submission due date.

The SC’s data systems are capable of reading electronic data stored on a variety of media
(e.g., CDs, DVDs, portable hard drives). It is preferred that the state send its data via Secure
File Transfer Protocol (SFTP). However, if this is not an option, the state may submit data on
a CD or DVD. Do not send PERM data via email. Details of how to transmit data via the
SFTP will be sent to each state prior to the date of the first universe submission.

The SC is capable of receiving data in a number of formats. Please refer to the Universe
Data Submission Instructions for more detailed information on these formats. The state
should also ensure that the universe data aligns with the specifications provided to the SC
during the intake discussions. For example, if a state informed the SC that all of the
pharmacy claims would be submitted at the line level they should ensure this is accurate in
the data or inform the SC that the information provided during the intake discussion was not
an accurate representation of what is in the data. The states should also ensure that data
from off-MMIS systems, waiver programs, and vendors (PBMs, etc.) are also submitted to the
SC each quarter.

Universe Quality Control Process

The SC performs a series of Quality Control (QC) checks to ensure that the PERM data
submitted by the states meet PERM specifications as defined in regulation and the PERM
Data Submission Instructions for both routine and PERM Plus states. The PERM universe
data must meet all PERM specifications to support the SC’s review of the PERM data to
ensure that the sample is selected from a compliant PERM universe. Major activities
performed as part of the QC checks include standardization and validation prior to sampling
and review, as defined below.

Data Standardization

» The layouts of the submitted files match those stated in the documentation to ensure
that the data can be read correctly

» If the submission does not conform to the standard layout recommended by the routine
PERM or PERM Plus Data Submission Instructions, standard field names and standard
values are created based on the state-submitted data, so that the data can be compared
between states, quarters, and fiscal years

Data Validation
» The control totals provided by the state in the Transmission Cover Sheet during data
submission matches the control totals calculated by the SC

» The claims data contain core variables, and each variable contains valid values that are
listed in the data dictionary

» The data does not contain adjustments, information-only lines, state-only payments, and
other payments/records that are not subject to PERM review
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» There is a reasonable and expected distribution of payment units and amounts by claim
type, by paid date, and across quarters

» Each record contains valid values for ICN/TCN, paid amount, year, claim type, payment
level, and provider type

» There are no duplicate records, negative paid amounts, paid denials, paid dates outside
the quarter, or missing lines for claims paid at the line level

» The submitted data reflect information provided by the state in the Intake Meeting notes
and other documentation

The SC also performs the following QC checks specific to PERM Plus states:

» The provider and beneficiary data files contain core variables necessary for data
processing and medical review

» Information for providers and beneficiaries with claim records in the claims files are
available in the provider and beneficiary files

PERM QC process involves multiple points of review by SC staff to warrant that all PERM
specifications are adhered to, the sample is selected from a complete universe, each PERM
record has one and only one chance of being sampled, and the sample and details data
contain all the necessary information for efficient data processing and medical review.

During the course of the data review, the SC will seek clarification about the data from the
state. These questions can range from simple questions such as needing file formats or data
dictionaries to more complex ones regarding missing claims and payment data, or serious
data irregularities. A timeframe for an expected response from the state will be included in
communications. The time required for a response from the state varies from a few days to
more than a week depending on the number and complexity of the questions asked. It is
critical for states to respond to SC questions within the required timeframes as delays in the
universe quality control process could lead to delays later in the process such as with
sampling, medical record requests, data processing, and medical reviews.

Comparison of PERM Data Submissions to the CMS-64/21 Reports

As part of the PERM process, the SC conducts a comparison of each state's PERM universe
data to the state's CMS-64 and/or CMS-21 reports. This is done to ensure the PERM
universe data contains all claims and payments for services provided to individual
beneficiaries in accordance with PERM regulation and guidance.

The SC reviews the total dollar amounts reported on the quarterly CMS-64 and CMS-64
waiver reports for Medicaid and the CMS-64.21, CMS-64.21 waiver, and CMS-21 for CHIP,
depending on the reports submitted by the state. The total dollar amounts are then compared
to the total dollars included in the PERM universes for each quarter and annually. CMS
defines a reasonable level of difference for this comparison as no more than a five percent
difference in total dollars for the entire fiscal year and no more than a fifteen percent
difference per quarter between the PERM data and CMS reports.

If the comparison between the PERM universe and the CMS reports results in a percentage
difference greater than the established thresholds, the SC works with the state to identify
reasons for the discrepancy. The most common sources for differences are:

P Significant claims adjustments
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» Prior period adjustments
» Non-beneficiary specific payments included in service lines of the CMS reports

In order to resolve these differences, the SC will provide the state with a summary of the
comparison. This comparison is intended to help the state begin identifying potential sources
of the differences. The state will be asked to participate in the process by attempting to raise
potential sources of the difference and involving the relevant state staff (e.g., PERM staff,
financial staff responsible for the CMS report submissions, relevant policy staff), and
attending all scheduled calls. The SC may also request to hold one more or conference calls
with states in order to discuss and resolve potential sources of the difference. Prior to these
conversations, the SC will provide the state with a summary of the comparison.

Once the state has identified possible sources of discrepancies, the SC will ask the state to
provide the financial information associated with the discrepancies (e.g., dollar amounts). The
SC will then use this information to adjust the comparison in an effort to achieve a
percentage difference between the PERM universe and the CMS reports that is within the
threshold identified above.

Sample Selection

The SC draws a random sample of claims from the quarterly Medicaid FFS, CHIP FFS,
Medicaid managed care, and CHIP managed care universes submitted by the states. The
annual sample sizes for Medicaid and CHIP FFS and Medicaid and CHIP managed care are
state-specific based on the prior cycle error rate and margin of error. States will receive a
copy of the sample.

The SC will draw the claims samples as soon as all the universe data have been received by
the SC and quality control review is complete. The timeframe will vary for each state and
universe depending on the time required to receive the data and the number and complexity
of quality control issues that are identified. Prompt responses by the state to questions during
the PERM cycle will reduce the time needed to draw samples.

Details Data

Submitting details information for sampled fee-for-service claims to the SC is a critical step in
the PERM process. The RC uses the information states submit in the details data to request
medical records and conduct medical reviews on sampled fee-for-service claims. Therefore,
it is vital that states submit accurate and complete details data or, for PERM Plus states,
provide accurate and complete data that will allow the SC to create a state’s details file.

Fee- For Service Claim Details Intake Process- PERM Routine States

The SC conducts a brief “details” intake meeting (approximately one hour) with the routine
PERM states after the first fee-for-service sample is selected and returned to the state.
These meetings are conducted via webinars and conference calls. The purpose of the
meeting is to:

» Provide an overview of the details requirements to the states

» Collect information from the state regarding the population and submission of the details
data, including any challenges the state might encounter in providing the requested data

» Answer any questions the state might have on the details submission process

Claims Data Submission 15



Standard Operating Procedure for States Claims Component Processes

The SC uses a details intake presentation and a protocol to facilitate discussion during the
intake meeting. Before the meeting takes place, the state is given a copy of the protocol
guestions and asked to ensure that the personnel best able to respond to the questions are
present at the meeting. State staff involved with the collection and submission of details data
should be present in the meetings. These include the state lead as well as state policy and
technical staff members who will extract and compile the details data from state payment
systems (e.g., MMIS), compare and validate the data against the CMS Fee-for-Service
Claims Details instructions for PERM-routine states, and submit the data to the SC via a
password-protected secure FTP.

Discussion topics in the meeting presentation include the following:

» An overview of details submission process and requirements

» Description of crucial data fields and key pieces of information required in the details
submission (e.g., beneficiary and provider information, medical service information such
as diagnosis codes, dates and units of service)

» Review of suggested quality control checks that could be conducted by the state to verify
that the details submission to the SC contains accurate information

Some of the main topics in the details intake protocol include:

P Details File Structure and Layout

B How the state will address multiple data sources in their details submission
(i.e., will the state submit one file or separate files)

B Whether the state will submit the details in a combined header and line file, or
in separate header and line files

B Whether the state plans to use the suggested field names and layouts in the
details instructions or provide de-codes for the names and layouts of the fields
that are used in the “State Details Crosswalk Template” provided with the
sample

B Whether the state plans to provide any user fields in the details submission

» Details Data Validation

B What, if any, required data elements are not available and/or may not be
populated for all or some claims in the details data

B Whether the state allows for fractional units of service for certain claims in the
details

B Whether the state anticipates any issues in submitting certain fields as they
were originally adjudicated and submitted in the universe (i.e., ICN, claim
type, paid date, source location, payment status)

Responses from the meeting are then compiled into the Details Intake Notes and sent to the
state for review, comment, and — if necessary — correction. The state is asked to send any
guestions or revisions to the SC within one week. After all questions have been answered,
the Intake Notes are finalized and a copy is sent to the state as well as the RC, which also
participates in each state details intake meeting.
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Summary of State Responsibilities during Details Intake Process

» Ensure state personnel best able to respond to Intake Protocol questions attend the
intake meeting (including the state lead as well as state policy and technical staff
members who will extract and compile the details data from state payment systems
(e.g., MMIS), compare and validate the data against the CMS Fee-for-Service Claims
Details instructions for PERM-routine states, and submit the data to the SC via a
password-protected secure FTP)

» Review and comment on Details Intake Notes within 7 days of receiving them from the
SC

Details Quality Control Review Process

Submitting details information for sampled FFS claims to the SC is the second critical step in
the PERM process following universe submission. The RC uses the information states submit
in the details data to request medical records and conduct medical review on sampled FFS
claims. Therefore, in order for the RC to contact the applicable provider and review the
associated medical record appropriately and efficiently, it is vital that states submit accurate
and complete details data.

The SC performs a series of QC checks to ensure that the state-submitted FFS details data
have been submitted accurately according to PERM specifications and that all required fields
in the details are populated correctly and have non-missing, valid values. QC checks are
conducted in stages broadly categorized as 1) data submission and 2) data validity.

Data Submission

For routine PERM states, the SC performs the following data submission QC checks upon
receipt of the FFS details data:

» The control totals in terms of the number of lines and the total paid amount provided by
the state in the documentation during data submission (Transmission Cover Sheet on
Appendix B of the Details Instructions) matches the control totals calculated by the SC.

» Information for mapping a state’s field names to the standard details field names, data
dictionaries and decodes for each field (as applicable) as well as any necessary file
layouts are provided with each state data submission.

» The details data contain values that are listed in the data dictionary.

The QC checks above are also conducted on data submitted by PERM Plus states to support
the development of the sample FFS details. However, the checks are conducted at the time
of universe submission as data required for the details is required for all claims provided in
the universe.

For both routine PERM and PERM Plus states, the SC conducts the following additional
checks:

» The details data contain all specified fields in the details instructions

» The details records match those that were in the universe from which the sample was
drawn

» The paid date and the paid amount for all records sent by the state matches the original
values submitted in the universe
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» The claims details include complete header and line information for each sampled claim

Data Validity

The SC performs a series of checks on both Routine PERM and PERM Plus sampled FFS
details data to ensure the core variables in the details data do not contain missing values, do
contain valid values, are not truncated, and match the values in the sampled records. This is
particularly important for the following key fields:

» Recipient ID, Name, Date of Birth, and Gender: Complete and accurate data for these
recipient fields are critical for requesting medical records from providers.

Billing Provider and Performing Provider: Identifiers for both the billing provider and
the performing provider should be included.

>

» Dates of Service: Dates of service (from/to) are necessary for both header and line
level claims.

>

Units Paid: Verifying the appropriate units of service paid is one of the essential
components of the medical review. Data for this field are particularly important for drug
claims. All paid drug records in the details data must have valid units paid that are
greater than 0. If the number of units paid for drug records are not available, states are
advised to provide the quantity dispensed or other similar and relevant data. In addition,
for data in the “units paid” field that are not whole numbers and have fractional values
(e.g., 3.5), itis important to ensure that the fractional value is valid and reflects the
accurate number of units paid for the corresponding claim.

» Total Computable Amount Paid: This field should be populated for both header and
line claims and should not include any third-party or patient liability paid amounts, such
as copayments.

» Claim Type: This field is the state claim type indicator, typically identifying whether the
claim is an institutional, medical, or crossover claim. The values for this field in the
details file should generally match to the values in the claim type field in the sampler file.
However, a state data dictionary is required at the time of details submission if there are
differences in claim type values between the sampler and details files.

» NDC Code: Mandatory 11-digit number for all pharmacy claims.

In addition to performing these broad categories of QC checks, the SC performs a range of
analyses on the PERM submission to ensure that the data align with the notes from the
Claims Intake and Details Intake Meetings and documentation sent by the state.

During the course of the data review and through the RC’s review, it is possible that the SC
will seek clarification about the data from the state. Many times the RC will need to validate
information in the sampled claim line or will need additional information to complete the
reviews. When this occurs, the RC will email the SC with the specific information needed.
The SC will review the universe and details data for the required information. Next, the SC
will send an email to the state PERM contact asking for the required information, and then
final response resolving the issue will be sent by the SC to the RC.

Reviews

The RC reviews sampled Medicaid and CHIP claims for correct payment according to state and
federal regulations, policies, and procedural guidelines.
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State Policy Collection Process

The RC is responsible for acquiring Medicaid and/or CHIP policies for each state and
maintaining a database that contains a complete set of policies for each selected state
governing their respective Medicaid and/or CHIP programs, and which govern claims under
review during the PERM review cycle. Policies used in the PERM review may include:

Rules/regulations
Manuals/handbooks
Bulletins/updates/notices
Clarifications/reminders
Fee schedules/codes
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The RC uses these policies during the review process to verify the claims are paid according
to established requirements. The RC compiles and studies the policies prior to beginning
data processing and medical reviews. They are used to determine the type of documentation
required to be maintained by each provider type, service coverage and limitation guidelines,
payment methodologies, and other associated rules and guidelines required by each state for
proper payment of claims.

The RC will contact each state at the beginning of each PERM review cycle. The RC begins
the policy collection process by researching the state website(s) for all available state policy
documents that contain Medicaid and/or CHIP policy documents relevant to the medical
review of claims, and downloads these from the state website. If a policy update alert system
exists, the RC will apply to receive updates of all policy changes from the state. The RC then
downloads all policies, converts them to text-searchable formats if necessary, and compiles a
master list of all policies for each state. After the completion of the Master Policy List, the RC
sends the list of policies to the state and requests that they verify in writing that the list is
complete (or supplemented when needed). The RC continues to collect state policies
throughout the measurement year, and validates the list with the state as appropriate.

Data Processing Reviews

Data processing (DP) reviews are conducted on each sampled FFS and managed care
payment to validate that the claim was processed correctly based on information found in the
state’s claim processing system and other supporting documentation maintained by the state.
A data processing error is a payment error resulting in an overpayment or underpayment that
could be avoided through the state’s MMIS or other payment systems. Claims not processed
through a state’s MMIS are subject to validation through a paper audit trail, state summary or
other proof of payment.

The RC will conduct data processing reviews on both fee-for-service and managed care
claims. The process may be performed on-site or remotely. For stand-alone CHIP programs,
data processing reviews will be conducted during the same on-site visits for Medicaid claims
or remotely, if the state prefers. When claims processing for CHIP is performed at separate
locations independent of the state’s MMIS, those locations will be visited at the same time as
Medicaid scheduled visits to each state, when feasible, or may be scheduled separately.

The on-site review will consist of two to four weeks of reviews based on the state’'s sample
size. An exit conference is held at the end of each weekly visit. In some cases the state may
prefer to have the team on-site for two consecutive weeks, which can be accommodated if
planned in advance.
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The RC will request data processing manuals, systems navigational tools, and pricing guides
prior to and during the DP orientation visit if not available on the states’ websites.

Note that in order to complete these aspects of the review, the reviewer may need access to
screens containing information on National Drug Codes (NDC)/revenue/procedure codes,
payment rates and pricing schedules for all types of claims. The reviewer may need to
access rates for older dates of service and if the state makes retroactive rate adjustments it
will be necessary to access the rates that were in effect for the date of service on the claim
under review. Information about how the state calculates each type of payment may be
required. If the state processes payments for “sister agencies” that receive pass-through FFP
at the federal match rate, (e.g., Medicaid in public schools, mental health), this information
needs to be identified so pricing can be accurately determined. The reviewer may need
access to other claims in the system in order to conduct a check for duplicates. Since the
reviews include confirming the aid categories and date spans for the recipients, access to the
eligibility system or a report or screen prints need to be made available at the time the
reviews start. These arrangements need to be made in advance with the lead reviewer. The
reviewers will have independent access to the OIG exclusions list which will be used to verify
whether any provider related to the claim (billing, rendering, or referring) has been excluded
from Medicaid programs. If the provider filed a hard copy claim, access to the scanned image
of the claim as well as the system information is required. Finally, the reviewer may need
access to tables that explain codes used in the system (if this is not contained in the system
help).

Data Processing Orientation

A DP Orientation (or entrance conference) is scheduled with each state in advance of
beginning the PERM data processing reviews. The orientation meeting can be held on site
with the state or via a “Go-To-Meeting”, at least six to eight weeks prior to the start of data
processing reviews. On-site orientation meetings are preferred when there has been a
change in the state personnel designated to coordinate PERM since the last review, when
the state has implemented a new MMIS system, or when the state requests that the meeting
be on-site.

The meetings can last between 1.5 to 6 hours depending on whether systems reviews are
needed. A state that has multiple systems of record may need more than one day for the
orientation. In addition, a state that has a separate fiscal agent or system for their CHIP
program may need additional time for the orientation. At the least, the following personnel
should attend these meetings: PERM Coordinator, claims manager(s), anyone who would be
involved with determining whether to file a difference resolution (DR) or appeal for errors
cited, person who pulled and sent data for the universe, waiver program representative, CHIP
program representative, or representative for any other special programs for your state.

Agenda items for the orientation:
» Introductions

» Review of the state system(s) questionnaires (completed in advance of the meeting by
the state)

» Discussion of remote vs. on-site data processing reviews including requirements for
each option (workspace, VPN or web access, etc.)

» Establish tentative dates to begin reviews, determine number of review staff, as well as
what needs to be accomplished prior to beginning reviews (establish log-ons and
passwords, systems forms, etc.)
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Review of any special programs (waivers, etc.)
Demonstration of any new systems (as needed)

Determine and gather desk aids, manuals, and website links needed for training DP
reviewers

Review State DP Visit Checklist for a clear understanding of requirements to conduct DP
reviews

Meeting review and reiterate next steps

State PERM Coordinator Responsibility for DP Orientation:

>
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Respond to the DP Orientation invitation timely and help determine a date and venue for
the meeting

Make sure all appropriate people are invited to the meeting
If the meeting is on-site make sure the conference room and projector are scheduled

Make copies of all handouts in advance or send them to participants so they can make
copies for the meeting

Complete and return the systems questionnaire(s) at least one week prior to the meeting

Prior to starting DP review (immediately following the DP Orientation meeting):

>

>

State will supply systems access forms, confidentiality forms, Data Use Agreements
(DUA’s) or other required documents for the assigned DP reviewers or RC to complete.
This varies from state to state depending on their own systems security requirements.

State will determine a location for the review team and make sure that state computers
are set up and ready for the review team when they arrive to begin review. State
computers are used to access the state’s systems and to print screen prints as needed
during the review.

If the review is to be done remotely, a conference call is scheduled between the state IT
personnel and the RC’s IT personnel to facilitate reviewer access to the state’s MMIS
system(s).

State PERM coordinator will alert subject matter experts to be available the week(s) the
reviewers are on-site to answer questions, as needed. State will alert the security desk
to expect the reviewers who will be on-site and make arrangements for visitor passes if
required.

State PERM coordinator and the lead DP reviewer will work together to make sure all
arrangements are in place prior to the start of the reviews.

The RC’s DP lead reviewer will create desk aids (from materials gathered during
orientation and from state websites) to distribute prior to the start of the reviews, whether
on-site or remote, to all DP reviewers assigned to the state review.

Approximately six weeks prior to a scheduled on-site review, travel arrangements will be
completed for all reviewers traveling to an on-site review. Reviewers generally travel on
Sunday, work Monday through Thursday (or Friday if on site for two consecutive weeks).
Work hours during the review week are based on a predetermined schedule agreed to
by the lead reviewer and the state PERM personnel.

Reviews
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State Responsibility prior to starting DP Reviews:

» Make sure all information requested at the DP orientation is supplied to the lead
reviewer at least two weeks in advance of starting reviews.

» Confirm an appropriate room is reserved for the reviews with space for two computers
(A+ supplies computer for accessing SMERF; state provides computer for accessing
MMIS) per reviewer and printing capability from the state supplied computer.

» Make sure all computers are in place prior to the day the reviews start.

» Make sure all systems forms have been completed (if required) and log-ons and
passwords created in advance of the on-site visit so the reviewers can start their reviews
as soon as they arrive on the first day. This applies to all systems the reviewers will need
to access, including MMIS, eligibility (if direct access is selected), and imaging or other
systems such as dental or pharmacy if claims are not in MMIS). Notify building security
that the reviewers will need access for the week and arrange for visitor or audit passes
based on state’s requirements. Also, advise the lead reviewer about parking
requirements for the building.

» Submit the signed State DP Visit Checklist to the A+ lead reviewer to confirm State
readiness to begin DP reviews.

» For remote only: Make sure state IT and A+ have worked together to get systems
access established in time to start reviews as planned, and establish a help desk contact
for access and password issues.

On-site Data Processing reviews:

For on-site reviews, the reviewers will usually arrive at 8:00 AM (or another agreed upon start
time). Reviewers will normally work until 4:30 with a half-hour break for lunch; however, the
lead reviewer for each state will work with the PERM coordinator to establish a work
schedule that is convenient for all involved in the PERM review process. The review team is
flexible with work hours but need to be able to conduct reviews a full 8 hours Monday through
Thursday and, when requested, at least 4 hours on Friday. Throughout the week, the lead
reviewer will filter questions about specific claims review issues to the designated PERM
contact from the state. These pending lists are updated at least daily. New issues will be
added and resolved issues drop off the report so the coordinator should work with the most
recent list to avoid duplication of work. Ideally all questions on pending issues should be
answered while the review team is on site. It is important that all persons providing answers
to the questions be available during the review week and understand the importance of
responding as quickly as possible to the questions. This will reduce the number of pending
issues as generally one answer applies to many reviews.

Usually on Friday of each review week, an exit conference will be held with the RC’s lead
reviewer and interested personnel from the state. During the exit conference, a report is
distributed that discusses the number of reviews completed during the week, number of
pending issues at the end of the week and itemizes any errors discovered. In addition, a final
pending list is distributed and reviewed. Plans are made for return visits as needed during
this meeting.
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State responsibility during on-site reviews:

» Make sure subject matter experts (SMESs) are available to answer questions during the
review week

Review pending list daily and follow-up with SMEs to get needed answers back to the
review team while they are on-site

Work with lead reviewer to schedule an exit conference at end of the week
Coordinate with IT to resolve any access issues encountered by the review team

After the review week, the state will be given two weeks to provide any supporting
documentation and answer any guestions outstanding from the on-site review; additional
time can be allowed if a subject matter expert is unavailable (usually two weeks).

Review and monitor the Pending Report (P1 report) on the RC’s website. This report will
be accessible on the State’s portal and exportable to excel to allow states to sort data as
needed and to track all pending requests to completion.

» Follow up on P1 notifications (system generated reminder emails) that will be sent to
States weekly to report all pending requests that are past due. State PERM Coordinators
will be responsible to monitor all pending requests to assure that requested information
is faxed or mailed to A+ to complete all pending reviews timely.

vvyvy vy

v

Remote Data Processing (DP) reviews:

States that have opted to have the PERM DP reviews conducted remotely will coordinate
with the A+ lead reviewer to have all access and security forms completed prior to the date
determined to start reviews. Work progress is slower for remote reviews than for on-site
reviews. The review will normally take about six months to complete depending on availability
of sample data. Pending lists will be sent out to the PERM coordinator every couple of weeks
depending on work progress, and the PERM coordinator will be given a deadline (usually two
weeks) to respond to any pending issues. Exit conferences will be scheduled 2-3 times
during the reviews to update the state on the progress of reviews, issues that need to be
resolved, and to discuss any pending errors not previously discussed.

State responsibility during remote reviews:

» Make sure subject matter experts respond timely to pending issues throughout the
review

» Work with the lead A+ reviewer to determine dates and times for exit conferences
P Make sure systems access issues are resolved timely

Advanced Notification of Potential Data Processing Errors

During the DP review the lead reviewer will let the state liaison know about any errors
identified during the review week (usually confirmed at the exit conference). If the review is
being completed remotely, the lead reviewer will discuss potential errors during email
correspondence with the state liaison. Note: even though the lead reviewer may advise that
an error is being cited during the on-site review, it is important to remember that all errors
(Medical or Data Processing) require two full reviews by two different reviewers. Therefore,
although the state may have become aware of an error during an on-site visit, it may take up
to another month for the second level review of the error to occur. This is because the error
may need to be forwarded to a reviewer in another location or because the second level
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reviewer determines that the error decision needs further research before finalizing.
Therefore, one or more Sample Unit Disposition (SUD) reports may be issued before the
error is actually listed on a report. When an error is final, it will be posted on the SUD Report.
These reports are generated on the 15™ and 30" of each month during the review phase of
the Cycle.

Medical Records Requests

The RC is responsible for requesting all medical record documentation associated with the
randomly selected Medicaid and CHIP FFS claims that will undergo medical review. The
requests will be submitted directly to the provider's medical record location as verified by the
provider.

Medical Record Request Orientation

RC Educational Webinars are scheduled in advance of beginning the PERM medical records
request process. One of the goals of the webinar is to provide the state with the current
PERM processes for MRR and to acquire any new state procedures for processing PERM
requests.

State PERM Coordinator responsibility for RC Educational Webinars:
Respond to the webinar invitation timely

Reserve a conference room and equipment for participants of the webinar
Make sure all appropriate people are invited to the meeting

Make copies of all handouts in advance or send them to participants so they can make
copies for the meeting

vvyyvyy

State responsibility prior to starting Medical Record Requests
» Provide completed MRR questionnaire to RC
Review and validate MMIS system provider contact information for claims

Identify Fiscal Agents and Sister Agencies processes for management of medical
documentation

Identify special documentation processes or contact information for corporate contacts
or multi-hospital systems

Provide current contact information for state representatives

v VY

v

Original Documentation Requests

Prior to sending the original (initial) letter requesting documentation, the RC contacts the
provider and gives a brief introduction about the PERM program. The intent of the initial
provider call is to verify the claim and the provider contact information and to obtain
information on how the provider would like to receive the request (by fax or by mail). After
provider contact information is verified, the RC will send the provider the official letter
requesting documentation. Providers have a 75-day window from the date of the letter to
submit the medical record documentation. At a minimum, the RC will send four follow-up
letters and make four phone calls to each provider throughout the 75-day window, as
needed, to follow up on documentation not yet received. The RC will send a fifth letter, a 75-
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day certified Non Response letter to the provider and a copy to the state representative if
documentation is not received by the due date.

Additional Documentation Requests for Insufficient Documentation

If documentation submitted by the provider is insufficient, the RC will send additional
documentation request letters and make calls to providers. Providers have 14 calendar days
to send in additional documentation. The RC will make 7 day reminder calls and send letters
if documentation is not received from providers. The RC will send out 15-day certified Non-
Response letters to providers and copies to state representative if documentation is not
received by the due date.

Processing Late Documentation

The RC will accept documentation until the cycle cutoff date. This means that even if the
claim has already been called an error due to no/insufficient documentation and difference
resolution/appeals timeframes have passed, providers may still submit any new
documentation for review until the end of the cycle. State assistance in collecting these late
records is essential in reducing documentation error findings and state follow up with
providers should continue even after the 75-day and 14-day due dates have passed.

State Assistance with Contact Information

If the RC is unable to verify the correct provider information from a state’s claim file or outside
research, the RC contacts the state’s Medicaid/CHIP PERM Coordinator for assistance.

State Assistance with Obtaining Medical Records from Providers

The state is expected to work closely with the RC for obtaining medical records from a
provider. The RC will provide claim information and provider responsiveness to requests via
the State Medicaid Error Rate Finding (SMERF) system. The states will utilize the SMERF
system to monitor provider responsiveness to RC requests for medical records and tracking
medical records requests. The RC will provide email notifications to states about when
requests were sent to providers. The RC Health Information Management (HIM) Manager
will collaborate and coordinate medical records requests with states to assure the timely
processing of the medical record requests. The states will use the information from SMERF,
the email notifications, and collaborations with the RC HIM Manager to follow up with
providers to assure compliance with providing medical records to RC by the 75-day due date
or cycle cutoff date.

States Best Practices for Obtaining Medical Records from Provider

» Sending letters to each sampled provider about the PERM program and medical records
requests processes before MRRs begin

Providing RC with updated contact information on providers via excel spreadsheet or by
email, when needed

Identifying a contact person for corporate medical organizations, school systems, and
state fiscal agencies

Developing Integrity Teams to assist with locating and contacting providers
Reviewing and editing contact information in the State MMIS
Monitoring the status of medical record requests via the SMERF system

vyvy Vv VY
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State responsibility during MRR process

Monitoring and tracking MRRs via SMERF

Collaborating and communicating with RC about MRRs

Responding to RC request for assistance with provider contact information
Contacting providers about responding to MRR requests

Reviewing encrypted CDs with medical records for errors identified and reported by RC
to decide if the state wants to dispute the error findings

Reviewing correspondence emails from SMERF and RC

VvV VvVVvVYVYYVYY

Medical Review

Prior to conducting medical reviews, the RC conducts webinars for an overview and
discussion of the policy collection and medical review processes for PERM. After the RC
Educational Webinars, the RC will distribute the state’s draft policy questionnaire and draft
Master Policy List that were populated with the policy research results from the state’s web
site. The RC requests verification of the completed policy questionnaire to assure that
previously located public policies and regulations are sufficiently comprehensive to conduct
medical reviews. This provides the state the opportunity to clarify policies, if needed, and to
ask questions relating to what to expect during the medical review process. Attendees to this
orientation call/webinar should include state PERM coordinator, subject matter experts on
relevant topics, and those who will be responsible for assisting the RC in obtaining policies,
participating with the PERM review process, contacting providers to obtain records, and filing
requests for difference resolution and/or appeals.

State PERM Coordinator responsibility for Policy Collection

» Respond timely for review of the draft Policy Questionnaire and Master Policy List

Medical review is conducted on all sampled FFS claims, with the exception of Medicare Part
A and Part B premiums, Medicare crossover claims, primary care case management
payments, aggregate payments, denied claims, and zero-paid claims. Medical review may be
required for denied claims if the claim was denied for medical necessity or other reason
verifiable only through review of the medical record. The medical review is exclusive of the
data processing review. States can access or track medical review findings on the SMERF
website.

A medical review error is a payment error that is determined from a review of the medical
documentation submitted, the relevant state policies and federal regulations, and a
comparison with the information presented on the claim. Medical reviews are performed to
validate whether the claim was paid correctly in accordance with documentation submitted.
Each claim is assessed to determine the following:

» Adherence to state’s guidelines and policies and federal regulations related to the
service type

Completeness of medical record documentation to substantiate the claim
Medical necessity of the service provided

Validation that the service was provided as ordered and billed

Claim was correctly coded in accordance with Coding Guidelines

vvyyvyy
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State responsibility prior to starting Medical Reviews

» Provide final approved policy questionnaire to RC
» Provide final approval of Master Policy List

Tracking Errors and Responding to Findings

The SMERF system is a web based application used for tracking and reporting review findings
and medical record requests for the PERM Program. The CMS Regional Offices (RO), the SC,
the RC, and the states all interact with the SMERF system. Each entity that interacts with the
SMERF system has a web interface module designed for its specific purpose. The system is
comprehensive and capable of assisting the PERM staff with access to Medical Record
Requests, Error Rates, Data Processing Errors, Medical Review Errors, SUD reports, Dispute
Error Findings, Y-T-D Errors, and Recoveries reports.

Tracking Errors

Any errors identified through data processing or medical review are officially reported to the
state through SUD reports which are available on the 15" and 30" of each month and which
start the state’s timeframe to dispute an error.

However, the state receives advanced notification of each error so it can start looking into
errors as soon as they are identified. As soon as an error is identified through medical or data
processing review, the SMERF system sends an automated email message to the primary
and secondary state contacts for advance notification of the error. The error will also be listed
under the advanced notice of data processing errors menu or medical review errors menu on
the SMERF website. Errors will remain on the advanced notice menus until the SUD Report
is issued.

SUD Reports are created twice a month on the 15th and the 30th of each month. They
contain results of data processing reviews and medical reviews conducted since the last SUD
Report was created. Y-T-D SUD Reports contain results of data processing and medical
reviews conducted since the beginning of the measurement period. Separate Current SUD
Reports and Y-T-D SUD Reports are created for both data processing reviews and medical
reviews.

SUD Report: Twice monthly (15th and 30th) a SUD report is issued for each state that has
had reviews completed since the previous SUD report. Errors are indicated with red-lettered
error codes; deficiencies are indicated by green lettered codes. Note: All data processing
errors begin with DP; all Medical review errors begin with MR. Deficiencies are DTD (DP) or
MTD (Medical). C-1 represents a review with a finding of correct payment. The date of the
SUD report starts the filing timeline for a difference resolution request. There is a one-week
cutoff prior to the issuance of the SUD report, so errors that were completed within 7 days of
the issuance date will usually not be available until the next SUD report.

Requesting Difference Resolution
Once an error is posted on a SUD report, the state’s opportunity to file a DR request begins.
DR must be requested within twenty working days of the date the SUD report was posted.
A DR should be filed in the following circumstances:
P The state disagrees whether an error/deficiency was made.
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» The state disagrees with the amount of the underpayment or overpayment (remember
that medical partial errors will always be cited for 100% of the payment amount; the state
must file a difference to reduce the error amount to the difference between what was
paid and what should have been paid) to correct the error amount when the error
amount should not have been a 100% of the paid amount.

» The state has subsequently acquired additional documentation from the provider to
submit to the RC to attempt to overturn the MR2 Insufficient Documentation errors.

The state will have 20 business days to file a DR and supply documentation to support their
position and evidence of re-pricing needed for partial errors.

How to File a Difference Resolution (DR) request

Once the state has decided to file a DR request, the state liaison needs to access the
SMERF website and enter the DR request by using the DR drop down. Click on reviews
available for difference resolution to find and select the review the state wishes to dispute.
Please refer to the SMERF state user guide for detailed instructions along with screen prints
of the process within SMERF. Note: Please do not enter any PHI into comments in SMERF
and instead indicate in comments if the state has faxed supporting documentation to the RC.
The SMERF state user guide is available on the SMERF homepage under the tools menu
item and also on the login page with a link to this document.

Once the DR has been filed in the SMERF system, it is important to send supporting
documentation, if needed, to the RC on the same day. To send supporting documentation to
the RC, print out the fax cover sheet from SMERF immediately after filing the DR so that the
documentation can be easily associated with the error the state is disputing. Send the fax
coversheet (as the first page) along with the supporting documentation to 1 (877) 619-7850.
SMERF will generate an email to the state to confirm receipt of the DR Request.

Responding to a Difference Resolution Request

Once the DR is filed by the state, the medical or data processing manager(s) will receive a
notification that the DR has been filed. The RC will have 15 days to respond to the DR. Once
the RC has determined whether to reverse, modify or uphold the original review decision,
SMERF will send a notification to the state that a DR decision has been reached. At that
time the state liaison may access SMERF to view the results of the DR. If the state is
satisfied with the decision of the RC, no further action is needed.

Re-pricing Partial Medical Review Errors

During medical review conducted for the PERM program, sampled claims’ medical records
are reviewed for medical necessity, coding validation and accuracy of payment. In some
cases, an error finding may be made (e.g., procedure coding error, number of units error) that
would initially be reported as 100% error but should only result in a portion of the payment
being in error (partial error). The state is required to re-price partial errors using the DR
process. The claim must be “re-priced” by the state under DR so that written re-pricing
evidence can be submitted to the RC and the correct error amount can be calculated.

Types of errors that may partially affect payment include:
» MR 3 - Procedure coding error
» MR 4 - Diagnosis coding error
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» MR 5 - Unbundling
» MR 6 - Incorrect number of units billed
» MR 9 - Administrative/Other

In addition to the above error codes assigned, the partial errors that need to be re-priced
through DR will be noted on SMERF under the list of reviews available for DR. The last
column on the list is titled “needs to be re-priced” and the column is marked with a “Y” for yes
to indicate to the state that this is a partial error finding and a DR needs to be filed to correct
the amount in error.

For partial medical review errors, the state can review the error amounts assigned to
determine if it needs to be re-priced at the DR stage of review. State research of the correct
payment amount can begin when the state receives the advanced error notification to allow
time to gather evidence for re-pricing and to prepare for the DR opportunity.

The state has the opportunity to re-price claims with partial errors during the DR process. The
date of the SUD report starts the filing timeline for a DR request. For partial medical review
errors, if the state disagrees with the error finding, then it should submit records to dispute
the error. If the state agrees with the error finding, but not the 100% error amount, the state
must file a DR request in order to allow re-pricing and for the RC to correct the error amount.
Written evidence must be supplied to the RC to re-price partial errors such as fee schedules,
screen prints, etc. that would substantiate how the correct pricing amount was determined.
The state will have 20 business days to file a DR and supply documentation to support their
position and evidence of re-pricing needed for partial errors.

When the state supplies the re-priced amount, then the amount in error is calculated by
taking the amount paid minus the amount that should have been paid. If the resultis a
positive number (less should have been paid), then the amount in error is an overpayment. If
the result is a negative number (more should have been paid), then the amount in error is an
underpayment. If the state does not provide a re-priced amount, then the error will be 100
percent of the paid amount for that sampling unit. If the documentation is not provided during
DR or if the state does not request a DR, the full amount of the claim will remain as the error
amount.

Filing an Appeal to CMS

If the state still disagrees with the decision made by the RC after going through the DR
process, the state may file an appeal to CMS. The state will have 10 business days from the
date of the RC’s DR decision to file the appeal. The RC will supply all documentation
previously submitted for the review and the DR process to CMS including the medical record.
The state may still submit additional documentation (not previously submitted to the RC) for
CMS review. The state will follow the same process as used to submit a DR request in
SMERF for submitting appeal requests (using the request appeal tab) to file the appeal and
will send any additional documentation using the 1 (877) 619-7850 fax number to the RC
using the appeal fax cover sheet that can be printed from SMERF as the first page of the
documentation packet. The state SMERF user guide on the SMERF homepage contains
screen prints and more detailed instructions of the process in the RC system.

The state, the RC, and CMS will receive an email confirmation once the appeal has been
filed. CMS will convene a panel to review appeals and will usually reach a decision within 45
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days. Once a decision is reached it will be populated in SMERF and an email will be sent
directing the state to view the results of the appeal in SMERF.

The appeal is the final step in the dispute process. There is no further recourse after the
appeal decision has been made by CMS.

End of Cycle Activities

The PERM cycle normally ends the summer after the fiscal year under review (i.e., the FY 2014
cycle will come to a close the summer of 2015). States have many important responsibilities at
the end of a PERM cycle.

Cutoff Date

CMS sets a cycle cutoff date for each cycle to ensure that error rates are reported timely. For
the RC to review documentation or respond to a difference resolution request, etc., the
request must be submitted before the cycle cutoff date. Error rates will be calculated based
on information received from states/providers by the cycle cut-off date. This is an external
date for CMS to receive information, not for completing reviews. The RC will review
documentation received by the cycle cut-off date, and any difference resolution/appeals
requested by the cut-off date will be completed for error rate calculation.

Typically, the cycle cut-off date is the second July 15 of a measurement cycle. However, the
cycle manager may push back the cycle cut-off date depending on the progress of the cycle
and will notify the states through emails and cycle calls.

Since CMS accepts late documentation, it is essential that states continue to follow up with
providers to try and obtain the necessary documentation before the cycle cut off. If a
provider’'s 75 day or 14 day timeframe for documentation submission has passed but
documentation is submitted by the cycle cut off, the RC will still review it. Likewise, if a claim
was called an error due to lack of documentation and the difference resolution and appeals
timeframes have passed but documentation to support the claim is submitted by the cutoff
date, the RC will review it. CMS encourages states to utilize the “Estimated Impact on Error
Rate” report available on the state portal in the SMERF website to help focus any last minute
outreach efforts on those errors that are going to have the biggest impact on the state error
rate. CMS will also make calls to providers in an attempt to obtain documentation for those
missing or insufficient documentation errors (MR1 and MR2) that have the biggest impact on
the national rate and will coordinate with your state during this process.

Documentation received or difference resolution/appeals requested after the cycle cut-off
date will not be included in error rate calculations. Therefore, in instances where a state’s 20
day timeframe for requesting difference resolution may extend past the cycle cutoff date,
CMS encourages the state to request the difference resolution by the cutoff date and not wait
the full 20 days. These instances, however, may be eligible for continued processing.

Continued Processing

Continued processing occurs when a claim did not have time to go through the full PERM
process before the cycle cut-off date. Examples include: (1) Medical records for a claim were
received after the cycle cut-off date but within 75 days of the initial request for medical
records, or (2) An error was cited before the cycle cut-off date but the state‘s allowable
timeframe to request difference resolution and CMS appeal extended beyond the cut-off
date.

End of Cycle Activities
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Claims will complete the PERM process through continued processing, and CMS will
recalculate a state’s error rate based on the continued processing results. Thus, it is
important that the state continue to respond to errors even after the cycle cutoff has passed.

By PERM regulation, providers must submit medical documentation within 75 calendar days
of the initial request from the RC or by the cycle cut-off date. Therefore, CMS will not accept
any new documentation after the cycle cut-off date that is not part of continued processing.
However, if a state has documentation to support that a claim previously called an error was
correctly paid (e.g., successful provider appeal results, claim adjusted after PERM 60-day
window), it can work with the CMS Regional Office financial contact to determine what
adjustment to the expenditure reports is required for recovery purposes.

Recoveries

The state is required to return the federal share of Medicaid and CHIP FFS and managed
care overpayments identified through the PERM review on a claim-by-claim basis.

Requirements

The state has one year from the date an overpayment is identified to return the federal share.
For most PERM overpayments, the date of identification is the date on which the
overpayment is reported on the state’s Monthly PERM FEFR report. For overpayments
caused by MR1 (no documentation) and MR2 (insufficient documentation) errors, the date of
notification is the date of the End-Of-Cycle FEFR report.

The state returns the federal share of identified FFS and managed care overpayments
through the Medicaid and Children’s Health Insurance Program Budget and Expenditure
System (MBES/CBES) on the CMS-64 and/or CMS-21 expenditure reports. PERM
recoveries for Medicaid that are collected by the state during the one year period or
voluntarily returned by the state to CMS during the one year period should be reported on
Line 9F of the CMS-64. PERM recoveries that are not collected from the provider within the
one year period should be reported on Line 10D of the CMS-64. PERM recoveries for CHIP
should be reported on Line 4 of the CMS-21.

Each state should involve their financial staff for tracking PERM recoveries/overpayments.
Throughout the recoveries process, the state should work with the CMS PERM Recoveries
lead that will coordinate with the state’s CMS regional office financial contact.

Reports

Monthly Final Errors for Recovery (FEFR) Report

Monthly FEFR reports are generated throughout a PERM cycle and include overpayments on
claims that have undergone both a data processing and medical review and all difference
resolution/appeals timeframes have expired (in other words, errors show up on FEFR reports
when they are final and have no chance to be overturned). Monthly FEFR reports are posted
to the Review Contractor’s State Medicaid Error Rate Findings (SMERF) website on the first
business day of the month and are considered the state’s official notification of an
overpayment. Please note that since CMS accepts provider documentation until the cycle
cutoff, no documentation or insufficient documentation errors (MR1 and MR2) are final until
the end of the cycle. Therefore, MR1 and MR2 errors are not included on Monthly FEFR
reports. State Medicaid and CHIP Directors are sent the official notifications via emails. The
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PERM state lead/contacts and CMS Regional Office financial contacts are also copied on
these emails.

Cumulative Final Errors for Recovery (FEFR) Report

Cumulative FEFR reports are a cumulative of all the monthly reports posted to the date and
serve as a running total of overpayments identified throughout a cycle. This is a static report
where edits can be made and is available on the SMERF website.

End of Cycle Final Errors for Recovery (FEFR) Report

The End of the Cycle FEFR report is posted to the SMERF website for a state once all
findings are final for the state for that cycle. The End of Cycle FEFR reports serves as the
final list of overpayments for which a state must return the federal share for a PERM cycle.
The report includes MR1 and MR2 errors as well as the total computable amount for the
cycle. State’ Medicaid and CHIP Directors are also sent the official notifications via emails.

Exceptions

There are some exceptions to the requirement to return the federal share of an overpayment
within one year of identification:

I. A collection is received from the provider — If the state receives recovery of the
overpayment from the provider the one year rule no longer applies. When the state
receives the collection, the state must return the federal share on the next quarter
ending CMS-64 and/or CMS-21 expenditure report.

II. The claim was adjusted to the correct amount - PERM reviews claims paid or
denied in each quarter of the federal fiscal year and includes adjustments made to
the claims within 60 days of the original paid date. Thus, overpayments could be
identified for claims that were later adjusted to the correct paid amount outside of the
60 day window. In such instances, the state is not required to return the federal
share. The state should notify the PERM Recovery Lead and to provide
documentation (e.g. screen shots, etc.) of the adjustment.

lll. Provider successfully appeals to the state — If a provider successfully appeals the
error to an Administrative Law Judge (ALJ) the state can submit proof of the ALJ
decision to the PERM recoveries lead and will not need to return the federal share of
the overpayment. Many states have an informal appeals process in place that is
preferable and less time consuming than a formal ALJ appeal. If an error is
overturned through an informal appeals process the state should submit
documentation to the PERM recoveries lead and CMS will review the documentation
to determine whether or not the federal share needs to be returned.

IV. Provider submits documentation after the cycle has ended — After the cycle is
over, when states send out recovery demand letters to providers, providers
sometimes submit the outstanding medical record to the state (mostly for MR1 and
MR2 non-response errors). Since this occurs after the cycle cutoff date, the claim will
still be an error for PERM but CMS cannot in good faith request states to return the
federal share if there is sufficient documentation to support the claim was paid
correctly. The state should send the documentation to the PERM recovery lead
through a password protected and encrypted CD. As a reminder, please do not send
PIl nor PHI information through the email. CMS’ PERM appeals panel will review the
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documentation and evaluate whether or not the claim was correctly paid based on
the new documentation.

Underpayments

Underpayments are not included on PERM FEFR reports and are not a part of the PERM
recoveries process. Typically, CMS is entitled to the Federal credit for overpayments whether
the state has collected from the provider or not. However, CMS would not credit an
underpayment until such time as the underpayment was actually corrected and paid at which
point it would be reported as a normal operating expense and not an adjustment on an
overpayments schedule.

Post-Cycle Documentation

States participate in PERM on a three-year cycle. This means that once data collection is
complete for one PERM cycle, it will be over two years until data collection starts for the next
PERM cycle (e.g., for FY11 the last data submission was due on October 15, 2011 and the
first data submission for FY14 will be January 15, 2014). Post-cycle documentation is a
critical part of the PERM cycle. Documenting key staff, data sources, programs, and technical
issues at the end of the current cycle can save states many hours of work in future PERM
cycles. The state should document the following items at the end of a PERM cycle:

» Key staff: A list of the names and positions of all state staff, fiscal agent staff, and staff
from outside vendors who worked on PERM. Knowing who worked on PERM in the
past, their role on PERM, and their level of involvement in the measurement can help
states retain knowledge about PERM and reduce the impact of any staff changes for the
upcoming PERM cycle.

» Data sources used in PERM: Many states process some of their claims matched by
Medicaid (Title XIX) or CHIP (Title XXI) funds in claims processing subsystems outside
of the main MMIS. These claims are submitted in the PERM universes along with claims
data from a state’s main MMIS. A list of these off-MMIS claims data sources ensures
that they will be easily identified in the upcoming PERM cycle.

» Programs and payments excluded from PERM: Make a list of programs and
payments in Medicaid and CHIP that were considered for PERM review in the current
cycle but were excluded. State should also include a brief reason why the program or
payment was not reviewed by PERM. PERM data review methods are always being
improved, and it is possible that a previously excluded program or payment could be
included in PERM with changes in PERM methodology.

» Computer programs used for PERM: The file specifications for PERM universes,
PERM Plus data submissions, and PERM sample details will be relatively similar from
cycle-to-cycle. Once programs have been developed to collect PERM data, the state
will want to use the same programs, with modifications, in the upcoming PERM cycle
(barring any system changes that might occur between cycles). Therefore, the state will
need to identify and document all computer programs used to collect PERM data and
create PERM universes, details, and other data submissions.

» Technical issues: Itis possible that policy and data issues could be discovered during
the course of the PERM cycle which could continue to be issues for the PERM data
submission in subsequent cycles. These issues do not necessarily imply any problems
with a state’s MMIS or other claims processing systems, but are a result of how PERM
rules and regulations interact with state claims data. For example, PERM rules require
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that Medicaid managed care stop loss payments are reported in the Medicaid fee-for-
service universe. A state may actually store the stop loss payment records in its
Medicaid managed care payment subsystem. The state would have a documented
process to address the technical issue of how to move the stop loss payment into the
PERM fee-for-service universe. Documenting long-term cycle issues and how those
issues were resolved for PERM will save time in the upcoming PERM cycle.

3. Error Rate Reporting

Overview

Overview of Error Rate Calculations

All payment error rate calculations for the Medicaid and CHIP programs are based on the
ratio of estimated dollars of improper payments to the estimated dollars of total payments.
The error rates for Medicaid and CHIP are calculated separately and are not combined. The
PERM error rates are calculated by the PERM Statistical Contractor (SC) once the cycle
findings have been finalized. This typically occurs in the late summer/early fall of the year
following the fiscal year being measured.

Projected Dollars in Error for State Error Rates

In order to calculate the error rates, both estimated improper payments and estimated total
payments are first calculated using sample improper payments and sample total payments.
PERM follows a stratified sampling design for each state. For the fee-for-service universe,
the strata are based on service types in state universes while for managed care universe, the
strata are dollar-weighted (i.e., each stratum has an equal number of total dollars). PERM
randomly selects a predetermined number of units within each stratum and each sampled
unit is assigned a sampling weight based on the probability of being sampled from that
stratum. The sample improper payment/paid amount are multiplied by the sampling weight
associated with each of the sampled units in order to calculate the “projected” improper
payment/paid amount for that sampled unit.

Calculation of State Error Rates

For each state, three dollar-weighted error rates are calculated: fee-for-service, managed
care, and overall. Error rates for fee-for-service and managed care are calculated separately
by adding the total projected improper payment/paid amount for each component within each
state and then calculating the percentage of improper payment to paid amount. Then, the
component error rates are combined to form the overall state error rate.

Projected Dollars in Error for National Error Rates

Like the state error rates, there are three dollar-weighted error rates calculated nationally:
FFS, managed care, and overall. Since 17 of the 51 states are sampled each year, in order
to calculate the national error rate, the three most recent years’ data are pooled. For each
state component, the sample improper payment amount for each state is multiplied by their
respective sampling weights to calculate the error rate. The national improper payment rate
for a component (i.e., FFS, managed care, overall) is calculated as a weighted estimate of
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the 51 state rates where the weights for each state is the share of state payment for the
component.

As noted above, no state-specific PERM eligibility error rates will be calculated during this
time. However, an estimated eligibility component error rate will be included in national-level
overall PERM error rate. CMS will freeze each state’s eligibility error rate at the rate from the
most recently completed PERM cycles which would be the FY 2011 through FY 2013 cycles
to develop the national overall PERM error rate.

Calculation of National Error Rates

National dollar-weighted error rates for fee-for-service and managed care are calculated
separately by adding the national projected improper payment/paid amount in each
component and then calculating the percentage of improper payment to paid amount. The
frozen FY 2011 through FY 2013 national eligibility error rates will also be combined with the
national fee-for-service and managed care component rates to form the overall national error
rate.

Error Rate Notifications & Cycle Summary Reports

States receive official notification of their results through the Error Rate Notifications and
Cycle Summary reports. These reports are typically released around November 15" the year
after the fiscal year under review (i.e. FY 2014 error rate reports will be released November
2015). Each state receives two reports, one for Medicaid and the other for CHIP.

The notification reports give the state’s error rates for fee-for-service and managed care
along with the year’s sample size for each of these components. The overall error rate and
sample size is also provided. Along with the current year’s results, the projected sample size
for the state in the next PERM cycle and target error rates for the next cycle are also given in
the report. Both the projected sample sizes and target error rates are based on the current
component and overall error rates of the state.

The cycle summary reports contain detailed data analysis of the state’s Medicaid and CHIP
error findings. The states can use these reports to further analyze the results of the PERM
cycle for each component. The reports can also be used as the basis for each state’s
approach to their corrective action plans.

Error Rate Recalculations

If the state has any claims that went through continued processing and errors were
overturned/error amounts changed, CMS will issue a recalculated error rate once continued
processing is complete. The state will receive an Error Rate Recalculation Notification
document. A new projected sample size for the next PERM cycle is also calculated based on
the new error rates. However, the target error rates for the next cycle are still based on the
original component error rates.

A state’s error rate is factored into in the official national three-year rolling error rate for three
years. Error rate recalculations will not be included in the first year error rate because the
recalculations occur after this number is reported. However, state-specific error rate
recalculations will be included in the next two years a state’s error rate is included in the
rolling rate.
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4. Corrective Action Process

Following each measurement cycle, each state included in the measurement is required to
complete and submit a Corrective Action Plan (CAP) based on the errors found during the
PERM process. CMS provides guidance to state contacts on the CAP process upon publishing
of the PERM error rates and throughout the CAP development until the specified due date of the
CAP. The specified due date is 90 calendar days after the date on which the state’s error rates
are posted on the RC’s Website.

The CAP process involves analyzing findings from the PERM measurement, identifying root
causes of errors, and developing corrective actions designed to reduce major error causes,
trends in errors or other vulnerabilities for purposes of reducing improper payments. The new
CAP should also include an evaluation of the previous submitted CAP. Through the CAP
process, states are able to take administrative actions to reduce errors which cause improper
Medicaid and CHIP payments.

CAP Process

CAP Kick-off Call

In September, after the conclusion of the measurement review and prior to publishing the
states’ error rates on the website by the RC and in the Agency Financial Report (AFR), the
PERM CAP Team will have an initial “CAP kick-off call” with all states in the measurement to
discuss the corrective action process. Prior to the call several documents are forwarded to
the state for review. These documents include a Power Point presentation explaining the
CAP process, the October 2007 State Health Official (SHO) letter, a comprehensive CAP
example, and a “kick-off call” agenda. The states are encouraged to invite whomever they
feel needs to be included in this kick off conference call.

Individual State Calls

The next contact with the state is in November after the official error rate has been released
and the contractor has posted the states error rate on the RC’s website. Individual state
specific calls are made to the 17 states that were a part of the yearly measurement process
to discuss the Cycle Summary Report which includes an Executive Summary and state-
specific error analysis findings that are prepared by the contractors.

State Forum Call

CMS provides each state in the CAP phase of the PERM program with the opportunity to
have a “State Forum Call” in which CMS provides a conference call line for the states to use
and discuss best practices as they relate to developing corrective actions. While CMS
provides the conference call line, a state volunteer within the cycle facilitates the discussions
amongst the states. After the first state forum call, states may decide whether a second call is
needed for further discussion.

Corrective Action Panel

The key to a successful CAP is the formulation of a corrective action panel. The panel in turn
must encourage participation and commitment of top management to coordinate efforts
across the Agency and ensure participation of major department leaders.

CAP Process 36



Standard Operating Procedure for States Corrective Action Process

Senior management could include managers responsible for policy and program
development, field operations, research and statistics, finance, data processing, human
resources (for staff development), and the legal department. These managers would
comprise the corrective action panel. Leadership of the panel should rest with the State
Medicaid or CHIP Director.

Responsibilities of the corrective action panel include:

Providing insight on possible causes of errors

Communicating the CAP progress to management and other stakeholders
Developing strategies

Making all major decisions on the planning, implementation and evaluation of corrective
actions

vvyvyy

Components of the Corrective Action Plan

CAPs are composed of five elements and required by regulation. The five elements are:
data analysis, program analysis, corrective action planning, implementation and monitoring,
and evaluation. States are required to submit a separate CAP for Medicaid and CHIP,

The CAP template and instructions are included on the PERM website under the CAP tab
along with the CAP example, checklist, and CAP presentation.

Data Analysis

The state must conduct data analysis such as reviewing clusters of errors, general error
causes, characteristics, and frequency of errors that are associated with improper payments.
Data analysis enables the state to gain a more thorough understanding of the root cause of
the payment errors, when the errors occurred, and who or what caused the error.

All PERM errors should be addressed in the state’s CAP including fee-for-service and
managed care, components as well as medical review deficiencies, data processing review
deficiencies, and technical errors .

Data analysis should sort the errors by:
» Type—qgeneral classification (e.g., FFS, managed care)
» Element—specific type of classification (e.g., no documentation errors, duplicate claims)

» Nature—cause of error (e.g., providers not submitting medical records, lack of systems
edits)

The CAP should specify that data analysis actions are broken out by program area; i.e. fee-
for-service errors and managed care errors. The CAP should specify that its data analysis is
broke out by error classification (i.e. no documentation error, duplicate claim errors, etc.) The
CAP should specify that its data analysis actions are structured to target identification of root
causes of errors (e.g., providers not submitting medical records, lack of system edits.) The
state should explain the overall mathematical approach utilized in conducting their data
analysis. NOTE: states are not expected to convey in-depth mathematical analysis explaining
how they conduct CAP-related data analysis activities.
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Program Analysis

This component is the most critical part of the corrective action process where the state must
review the findings of the data analysis to determine the specific cause of each error. The
state must identify the root causes of the errors to determine the best solutions (e.g., why
providers are not complying with medical record requests). The state may need to analyze
the agency's operational policies and procedures and identify those policies and/or
procedures that are more prone to contribute to errors, e.g., policies are unclear, lack of
operational oversight at the local level.

Program analysis, along with data analysis, provides the framework for evaluating relevant
information to determine the facts and causal factors in order to develop the most
appropriate, timely corrective actions to resolve the finding and prevent recurrence. If errors
look to have been caused by inadequate training, then the state should take actions to
strengthen its training programs. This could be accomplished by worker interviews,
guestionnaires, policy reviews, and conferences with local managers, etc.

The state must explain how its program analysis activities address 100% of the payment
error-types. Although a state may not be inclined to plan corrective actions for one-time error
situations, such as human error, or corrective actions which are not cost-effective, states
must nevertheless at least address each error.

The state should describe how program analysis activities go beyond the surface cause
(nature) of an error and looks to the root cause and describes actions that the state is taking
to meet or exceed its PERM error-rate target, as specified by CMS. The state should discuss
why a particular program/operational procedure caused the specific error and identify the root
causes of errors.

All errors should be addressed, including deficiencies .

Corrective Action Planning

Based on the data and program analysis, the state must determine what corrective actions
are to be implemented. The state is encouraged to use the most cost effective corrective
actions that can be implemented, to best correct and address the root cause of each error.
Actions can be short or long term actions. Benefits for implementing corrective actions
include the reduction of improper payments and a management tool to promote efficiency in
program operations.

The state should explain the overall approach towards CAP planning, identify its PERM error-
rate target goal, as specified by CMS, and explains actions that the state is taking to meet
this target goal. The state should describe the corrective action initiatives to be implemented
and how these actions will reduce or eliminate improper payments, including:

» Specific error causes being targeted

» A timeline listing expected due-dates for resolving the problem(s) (causes of errors)
» Description of the plan to monitor implementation of the corrective action plan

> Specify the name and title of the person who has overall responsibility for the CAP

Beginning with the FY 2013 cycle, states are required to include corrective actions for
eligibility technical errors.
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Implementation and Monitoring

The state should develop an implementation schedule (timeline) for performing corrective
actions and describe the tasks necessary for CAP implementation and tie those tasks to the
implementation schedule specifying milestones and implementation dates. The state should
note whether the corrective action is statewide or just in certain geographical areas. The
implementation schedule must identify major tasks, key personnel or components
responsible for each activity, and a timeline for each action including target implementation
dates, milestones (e.g., start dates, final implementation dates), and the monitoring process.

Federal regulations also specify that states must monitor their CAPs. The purpose of
monitoring is to determine whether the implemented CAP is in the process of yielding
intended results and meeting identified goals for reducing errors. Monitoring activities are
ongoing, operational activities the state undertakes while CAP activities are being
implemented. Monitoring activities enable a state to keep track of its organization’s ongoing
efforts to reduce its PERM errors. An integral part of a successful corrective action program
monitoring is maintaining a systematic approach for tracking and reporting the status of the
corrective actions to successful closure and implementation.

The state should describe its CAP evaluation activities and describe actions taken to monitor
implementation of the CAP.

The state must address each error type; however it remains the state’s decision which
corrective actions they take to decrease or eliminate errors. It may not be cost effective to
implement corrective actions for each and every error. CMS understands these situations
and does not encourage states to make inefficient fixes. It may be helpful for the state to
perform a cost benefit analysis to calculate the total expected cost of corrective actions
against the benefits of corrective actions. If the state determines the cost of implementing a
corrective action outweighs the benefits then the final decision of implementing the corrective
action is the state’s decision. If there is an instance where the state chooses not to take
definitive corrective action, the state should explain this in the CAP and the rationale for
doing so (quick fix, no potential cost savings, resources, etc.).

Evaluation

The state must evaluate the effectiveness of the corrective action by assessing
improvements in operations and/or error reduction. The state may then decide to discontinue,
modify, or terminate and replace the corrective action. The state must evaluate the current
corrective actions to be implemented by assessing all of the following:

» Improvements in operations
» Efficiencies

» Number of errors

» Improper payments

Evaluation of Previous Cycle CAP
As part of its new CAP, the state must evaluate and include updates on the previous
corrective actions taken in their prior cycle including:

» Effectiveness of implemented corrective actions using reliable data; such as performing
special studies, state audits, focus reviews, etc.

» When the action was implemented
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A status of the corrective action (is it complete, in progress, or ongoing?)
Expected completion date and if the corrective action is on target

Actions not implemented, and those actions, if any, that were substituted, ineffective, or
abandoned actions and what actions were used as replacements

Findings on short-term corrective actions
The status of the long-term corrective actions
State should determine if it meets PERM error-rate targets as identified by CMS

Vvyyvy VVY

The state should utilize the Medicaid FFS and managed care comparisons information in
their cycle summary report to evaluate the effectiveness of the corrective actions taken in the
previous cycle.

Corrective Action Plan Submission Details

CAPs are due to the assigned PERM state liaison 90 calendar days after the date on which
the state's error rates are posted on the RC's website. However, CMS encourages states to
submit drafts to their designated PERM state liaison prior to the due date to receive feedback
prior to the final CAP submission date. While drafts are not required, they are strongly
encouraged. Once the drafts are submitted, CMS will review them and provide additional
feedback that states can incorporate into their final CAP submission. Final CAPs are
submitted by the state to the appropriate PERM state liaison for review and distribution to the
appropriate CMS RO PERM contact staff and designated MIG staff. Each state will receive a
letter of receipt acknowledging their CAP submission upon receipt of their completed, final
CAP. After review of the CAPs by all parties, an individual call may be held for further
discussion if there are additional questions or concerns.

The templates for the CAP Summary Form and the detailed CAP example can be found on
the PERM website under the CAP tab along with the CAP checklist and CAP presentation.

Post CAP Submission Activities

March 15 through end of April — After all CAPs have been evaluated, the PERM state
liaison, CMS RO PERM contact, and designated MIG staff, if needed, will participate in a
conference call with each state to discuss the findings, request clarification, and determine if
additional information should be requested from the state.

Webinars and Onsite — Each state is required to have a webinar or onsite visit. This is an
opportunity for active dialogue between the state, CMS, Regional Offices, Medicaid Integrity
Group, and CMS’ contractors. CMS presents information to the state on PERM initiatives and
proposed improvements to the next PERM measurement. The state is required to do an oral
presentation of their CAP and presentations that provide a high level overview of findings and
mitigation strategies are encouraged.

Follow-up—The CMS CAP liaison will contact states at least on a semi-annual basis to
follow up on the state’s CAP implementation status between cycles.
The state should expect to participate in the following CAP related activities:

» Cycle summary findings call

» Establishing a Corrective Actions Panel

P Participate in the Best Practices teleconference call with CMS in September
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» Work with designated CMS CAP liaison on an ongoing basis

» Submitting CAPs within 90 days after the Annual Financial Report is published. CAP
liaisons will provide feedback and recommendations on drafts submitted in advance of
the submission deadline

5. PERM Initiatives and Available Resources

PERM Provider Education

In efforts to support the CAP process and to assist the states in addressing provider
education gaps and issues, CMS has established the Provider Education PERM Initiative
(PEPI). PEPI shall assess the adequacy and/or quality of provider education efforts to
determine if the education is adequate or reflective of a weakness in specific areas of
knowledge of PERM Program requirements. CMS has established a web page with provider
focused information such as:

PERM overview for providers

Frequently asked questions

Samples of documentation request letters

A matrix that lists documents most often requested by claim type
The list of state PERM liaisons

vVvyvVvyyvyy

The PEPI effort to a great extent relies on interaction and feedback from the PERM
Stakeholders which include but are not limited to; CMS, PERM contractors, states, Regional
Offices, Medicaid and CHIP providers. The website is monitored and updated based on
program changes, document updates, and feedback from stakeholders. A PERM Provider email
account has been established to address all general PERM inquiries from providers. CMS
monitors and informs states of related questions and responses. The PERM RC and State
Liaisons assist with questions that may have state specific implications.

State CAPs are reviewed for education opportunities that CMS can support to target large
organizations and/or specific provider types. CMS works with states on an individual basis or as
a group such as, the PERM Cycle states to develop content and provide telecommunication
support.

The PEPI assists the Cycle Managers and the states with the review of correspondence that is
intended to inform and educate their providers about PERM and their responsibilities. This
review provides support in the verification of the most up to date PERM regulatory requirements
and procedures.

Provider Education PERM Initiative (PEPI) Workgroup

Within the initiative, a collaborative workgroup has been formed as another method of
support. Members consist of PERM CAP state liaisons, PERM Review Contractor (RC),
state PERM liaisons, and representatives from the Regional Offices. The PEPI focus is:

» Development of provider focused training and materials
» CMS/PERM Website review and updating
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» Monitor and respond to PERM provider email inquiries at:
PERMProviders@cms.hhs.gov

» Support and provide PERM cycle provider education activities

» Facilitate PEPI workgroup research and development activities that contribute towards
building a repository of best practices that all providers in all states can access.

Participation is open to all states and Regional Offices. Participants also benefit from
discussions of challenges and lessons learned used to develop and update education
activities.

Provider Education Webinars and Conference Call Sessions

During each PERM Cycle, several provider education webinars and accompanying
conference calls (usually 4-6) are scheduled. They are scheduled in advance of the
approximate time frame that the RC will begin contacting providers and sending “Initial
Request for Documentation” letters. State liaisons are heavily relied on to advertise the calls
and develop state specific presentations that could address related corrective actions
identified in your state CAPs.

CMS has established a link entitled ‘Provider Education Calls” which is updated for each
cycle to include:

» Cycle invitation with dates, times, call in number(s) and webinar URLS

» PERM Provider Overview (video)

» PERM RC presentation

» The Electronic Submission of Medical Documentation (esMD) presentation

Webinar/Conference call participants learn from presentations that feature:
» The PERM process and provider responsibilities during a PERM review
Frequent mistakes and best practices

>

» The Electronic Submission of Medical Documentation, esMD program, objectives and
participation process

>

State specific presentation materials that will be uploaded into the webinars that
providers can download

During these sessions, providers have the opportunity to ask questions through the webinar
live chat feature, via the PERM Provider email address and, the moderated live question and
answer portion of the sessions. The audience is polled on four questions that are designed
to show:

» Awareness of the esMD

» The states in which they provide services

» Their provider claim category and,

» The number of people participating with them

These results are shared with the states as informational tools that can determine outreach
success, what questions are being asked by providers and the highest participation levels by
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provider type. Collaboratively, questions can be added or modified as needs and educational
goals are updated.

State Systems Workgroup

The State Systems Workgroup (SSWG) is a collaborative group made up of CMS, the SC, RC,
RO and the states to address state system issues. This group works together to determine the
underlying problems and discuss how the issues can be resolved. The State Systems
Workgroup call typically occurs prior to the submission of the state final CAP so states can
include those issues and corrective action within their CAPs. CMS will contact states if an issue
is identified. States are welcome to contact CMS at any time if they would like to discuss an
issues identified.

PERM Technical Advisory Group (TAG)

The PERM TAG is a forum established to discuss technical and operational issues and to share
best practices relating to the PERM Program. The TAG is composed of a combination of the
Division of Error Rate Measurement (DERM) Director, the PERM team, state Medicaid
Directors, CHIP Directors, and state personnel such as managers, supervisors, and program
integrity directors. Meetings are presided over by the committee chairperson(s).

The CMS PERM staff member is the principal contact for the PERM TAG and works with the
chair in preparation for each PERM TAG conference call, gathering agenda items, discussing
protocol, and work planning issues. Each CMS Region has a TAG representative and
membership is normally one to two years. Meetings are quarterly in January, April, July, and
October. The TAG website is located at www.cms.gov/perm.

The TAG provides a venue for open discussions, policy discussions, and an opportunity for
states to offer feedback on PERM issues. The TAG also informs and advises CMS in
preparation of guidance and regulations, review operational policies, and identify and resolve
issues related to PERM.

Mini-PERMs

A “Mini-PERM” measurement is a scaled version of PERM designed to identify Medicaid and/or
CHIP improper payments. “Mini-PERMs” provide states an opportunity to use federal resources
to review Medicaid/CHIP payments made during an off-year from PERM or in a way that is out
of scope of PERM. “Mini-PERMSs” are state-specific and in aspects such as sample size,
universe composition, review procedures, error definitions, etc. which are all determined by the
state. “Mini-PERMs” can focus on a smaller sample, a particular component (FFS, managed
care, or eligibility), a specific service type, or anything else a state may choose. Many states
have expressed the desire to conduct such a review but have not been able to, primarily
because of resource constraints. CMS is offering the resources necessary to conduct these
measurements. CMS has reviewers, statisticians, and other resources available to assist states
in conducting “Mini-PERMs”. CMS aims to make these measurements as flexible and non-
burdensome for states as possible and, therefore, the design of the measurement and the CMS
resources used are decided on by the state.

“Mini-PERM”s would occur during a state’s off-years from PERM. Conducting “Mini-PERMs”
during off-years allows states to look at payments not being reviewed under PERM and
prevents the need to coordinate both efforts simultaneously.
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Conducting “Mini-PERM” is an opportunity for states to identify improper payments in state-
specific areas and to develop mitigation and elimination strategies. “Mini-PERMs” will allow
states to develop targeted corrective actions to decrease improper payments made in Medicaid
and CHIP. In addition, Mini-PERMSs are a corrective action strategy to focus on errors or
problems identified in the Cycle Summary Findings Report. “Mini-PERMs” are separate from
PERM and results will not be reported or released. Findings will not cause a state’s PERM
sample size to go up (or down). In addition, “mini-PERM” work qualifies for the same federal
administrative matching as the normal PERM cycle work. In general, “Mini-PERMs” are a strong
program integrity effort without the states expending significant resources.

States interested in conducting a “mini-PERM” or looking for more information can contact CMS.
CMS and interested states can discuss the focus of the “mini-PERM” and which CMS resources
would be appropriate for the state conducting the measurement.

CMS Contacts

Cycle Topic Contact Liaison

Allison Bramlett 410-786-6556)|
Cycle BRE(Lz 1o)iCycle Manager Allison.Bramlett@cms.hhs.gov

Stacey Krometis 410-786-0241
Stacey.Krometis@cms.hhs.gov

Wendy Chesser 410-786-8519
Wendy.Chesser@cms.hhs.gov

Felicia Lane 410-786-5787
Felicia.Lane@cms.hhs.gov

Kimberley Alexander 410-786-5372
Kimberley.Alexander@cms.hhs.gov

Tracy Smith 410-786-8418
Tracy.Smith@cms.hhs.gov

CAP State Assignments CMS PERM State CAP Liaison

Arizona, Connecticut, , District of Columbia, Hawaii,
Maine, , New Hampshire, New Jersey, New York, North [ Wendy Chesser 410-786-8519
Dakota, Pennsylvania, , Vermont, , West Virginia, Wendy.Chesser@cms.hhs.gov
Wyoming

Cycle 2 FY (13, 16) Cycle Manager

Cycle 3 FY (11, 14) Cycle Manager

PERM Recoveries

Provider Education

State Systems Workgroup & Mini PERM

Alabama, , Florida, , Kansas, , lowa, Kentucky, ,
Missouri, Montana, New Mexico, , Oklahoma, South
Carolina, South Dakota, Tennessee

Tracy Smith 410-786-8418
Tracy.Smith@cms.hhs.gov

California, Colorado, Idaho, lllinois, Louisiana, , Felicia Lane 410-786-5787
Michigan, , Nebraska, Nevada, Ohio, Oregon, Texas, Felicia.Lane@cms.hhs.gov
Utah, , Wisconsin

Alaska , Arkansas, Delaware, Georgia, Indiana,
Maryland, Massachusetts, Minnesota, Mississippi, North
Carolina, Rhode Island, Virginia, Washington

Kimberley Alexander 410-786-5372
Kimberley.Alexander@cms.hhs.gov
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Standard Operating Procedure for States PERM Initiatives and Available Resources

Review Contractor Contacts — A+ Government Solutions, LLC.

Contract Focus Area Contact Liaison

PERM Project Director Linda Clark-Helms 410-221-9990
Iclarkhelms@aplusgov.com

Susan Carlson 301-987-2181
scarlson@aplusgov.com

Terri Thompson 602-319-5070
tthompson@aplusgov.com

Albert Key 301-987-1119
akey@aplusgov.com

Margaret Broadus 301-987-1106

Medical Review Manager mbroadus@aplusaov.com
__________________________________________________________________________________________________________________________________________|

Deputy Project Director

Data Processing Manager

Health Information Management Manager

Statistical Contractor — The Lewin Group

The Lewin Group

3130 Fairview Park Drive

Falls Church, VA

Fax: (703) 269-5705

Email: PERMSC.2014@Lewin.com

CMS Contacts 45


mailto:lclarkhelms@aplusgov.com
mailto:tthompson@aplusgov.com
mailto:akey@aplusgov.com
mailto:mbroadus@aplusgov.com
mailto:PERMSC.2014@Lewin.com

