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VIA EMAIL: clifton.schmidt@selecthealth.org

RE: CORRECTIVE ACTION PLAN REQUEST FOR FAILING TO PROPERLY IMPLEMENT THE
REQUIRED TRANSITION POLICY

Dear Cliff Schmiat:

The Centersfor Medicare & Medicaid Services (CMS) isissuing arequest for a corrective action plan (CAP) to
SELECTHEALTH, INC., regarding its performance operating Medicare Part D plans under H1994, because it failed to
properly implement aformulary transition program consistent with Part D requirements, asindicated by the results of
CMS' enhanced transition monitoring program, referred to as the Transition Monitoring Program Anaysis (TMPA)
project.

Pursuant to 42 CFR § 423.120(b)(3), a Part D sponsor must administer an appropriate transition process for new
enrollees, and in some cases current enrollees, prescribed non-formulary Part D drugs or formulary drugs subject to
utilization management restrictions such as step therapy or prior authorization. Under the transition policy, to meet the
immediate needs of an enrollee, Part D sponsors must provide a one-time temporary supply of drugs that are part of an
enrollee' s ongoing therapy when the application of a new formulary would otherwise result in arejection of the claims
because the drugs are not on the formulary or are subject to utilization management requirements. This occurs when
either the enrollee elects a new plan or the sponsor adopts a new formulary.

In a Health Plan Management System (HPMS) memo, “Part D Transition Monitoring Program Analysis,” released
January 17, 2018, Part D sponsors were informed that CM S would continue the transition monitoring program anaysis
for 2018. The purpose of the TMPA project isto ensure that Part D sponsors are adequately administering Medicare
Part D formulary transition policies consistent with Part D regulations and requirements. CM S selected a sample of Part
D sponsors for the TMPA project, and those sponsors were required to submit rejected claims datato CM S for analysis.
Y our contract was selected to participate, and after reviewing your contract’s rejected claims data, CM S determined
that the contract failed to meet established performance thresholds. CM S sent an email to Part D sponsors’ compliance
officers, dated August 24, 2018, which contained the results of CMS' analysis of their contract’ s rejected claims data.
Sponsors, if they disagreed with CMS' determination that claims were rejected in error, were given until 5:00 pm EDT,
August 31, 2018, to provide supporting documentation indicating that the claims were rejected correctly.



CMS calculated an overall score to determine if the Part D sponsor was compliant with Part D transition requirements.
CMS took the number of claimsrejected in error, or “failures,” (numerator) divided by the number of cases
(denominator, maximum of 30). If the number of failures resulted in more than a 20% failure rate, CM S determined
that an overall compliance failure occurred for this area.

CY 2018 Failed to meet the TMPA threshold:
Contract ID Failure Rate Percentage
H1994 50.00%

CY 2017 failed to meet the TMPA threshold:

Contract |D Percent Failure of Protected Class Drugs
H1994 20.0%

The formulary transition requirements have been in place since the beginning of the Medicare Part D program and are
an integral part of the protections afforded Part D beneficiaries. The continued failure of your organization’stransition
program during the TMPA callsinto question your organization’s ability to accurately implement and monitor an
appropriate transition policy. Because your contract’ s results exceeded the thresholds for two yearsin arow, CMSis
issuing a CAP.

Consistent with CMS' authority under 42 C.F.R. § 423.509(c), we request that your organization develop and
implement a CAP designed to ensure that your organization will develop and implement a proper transition policy and
program and come into compliance with Part D requirements discussed in thisletter. CM S will continue to monitor
your organization’s performance and will consider the CAP closed when your organization demonstrates it has come
into compliance with the identified program requirement(s).

We appreciate your organization’s prompt attention to this matter. In the future, please ensure that your transition
program meets CM S requirements and is properly implemented. Should your organization fail to come into compliance
in atimely manner, CM'S may consider taking enforcement actions in the form of the imposition of intermediate
sanctions (e.g., the suspension of marketing and enrollment activities) or civil money penalties under 42 C.F.R. 423
Subpart O or the issuance of a contract termination notice pursuant to 42 C.F.R. 423 Subpart K.

Please be aware that this CAP request will be included in the record of your organization’s past Medicare contract
performance, which CMS will consider as part of your review of any application for new or expanded Medicare
contracts your organization may submit. For past performance analysis purposes, thisis considered a Part D issue with
beneficiary impact. CM S notes that we are issuing this compliance notice based exclusively on information that we
obtained from sources other than the sponsor’ s own self-disclosure.

If you have questions regarding the Transition Monitoring Program, please contact the Part D Transition mailbox
at PartDTransition@cms.hhs.gov. If you have any questions regarding the compliance implications of this warning
letter, please contact Keely Ireland at 410-786-7160 or Keely.lreland@cms.hhs.gov.

Sincerely,

Amy Larrick Chavez-Valdez, Director
Medicare Drug Benefit and C& D Data Group

CCviaemail:



Brian Martin, CMS
Scott Nelson, CM S
Keely Ireland, CMS
Don Marik, CMS



