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Mr. Robert Kilpatrick, Buyer

State of West Virginia

Purchasing Division

2019 Washington Street East
Charleston, West Virginia 25305-0130

Dear Mr. Kilpatrick and Members of the Evaluation Committee:

Myers and Stauffer LC is pleased to present our quotation in response to Centralized Request for
Quotation (CRFQ) 0511 BMS1600000001: BMS Audit - Disproportionate Share Hospital (DSH)
Program for the West Virginia Department of Health and Human Resources Bureau for Medical
Services (BMS).

Myers and Stauffer’'s mission is to provide professional accounting, auditing, consulting, data
management and analysis services to state and federal governmental health care agencies. Our
purpose and vision are to deliver those services to our clients in an efficient, effective and timely
manner, and to do so according to the highest levels of integrity and accountability.

Our current and past experience assisting the state has given us a thorough and detailed
understanding of your state’s Medicaid environment, and prepares us well to meet the
requirements of the CRFQ and resulting contract. It would be our great pleasure to continue our
work with BMS to support your high expectations and ongoing commitment to serve the state’s
most vulnerable populations in the most compliant, responsible manner. Myers and Stauffer has
18 offices located nation-wide that collectively manage active engagements with 48 state
Medicaid agencies, including engagements with the Department. The vast majority of our client
engagements have been continued for greater than five years, a clear indication of our clients’
ongoing satisfaction with the services we provide.

Our exemplary track record has led to the development of a dedicated team of consulting
professionals who are committed to providing the highest quality, responsive, personal service
while staying abreast of regulatory changes and receiving formal training that exceeds
professional requirements. In addition to our extensive regulatory health care experience, utilizing
Myers and Stauffer to perform federally mandated independent certified audits of DSH payments
will afford the Department an additional level of quality and performance, since certified public
accounting (CPA) firms are held to the highest professional standards for integrity, quality and
performance.

4400 Cox Rd, Ste 110 | Glen Allen, VA 23060
PH 804.270.2200 | rx 804.270.2300

www.mslc.com



If you require additional information regarding Myers and Stauffer or the contents of our
response, please contact me at 800.505.1698 or MHilton@mslc.com. We look forward to
continuing our work with the Department to ensure the integrity and fiscal efficiency of your
Medicaid program.

Sincerely,

MYERS AND STAUFFER LC

Moa ¥ ilts,

Mark K. Hilton, CPA
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Certification and Signature Page

CERTIFICATIONAND SIGNATURE PAGE

By signing below, or submitting documentation through wvOASIS, I certify that I have reviewed
this Solicitation in its entirety; that I understand the requirements, terms and conditions, and
other information contained herein; that this bid, offer or proposal constitutes an offer to the
State that cannot be unilaterally withdrawn; that the product or service proposed meets the
mandatory requirements contained in the Solicitation for that product or service, unless
otherwise stated herein; that the Vendor accepts the terms and conditions contained in the
Solicitation, unless otherwise stated herein; that I am submitting this bid, offer or proposal for
review and consideration; that I am authorized by the vendor to execute and submit this bid,
offer, or proposal, or any documents related thereto on vendor’s behalf; that I am authorized to
bind the vendor in a contractual relationship; and that to the best of my knowledge, the vendor
has properly registered with any State agency that may require registration.

Myers and Stauffer LC
(Company)

/Mea. # kkle, MarkK. Hiton, Member
(Authorized Signature) (Representative Name, Title)

PH:410-581-4547 Fax: 410-356-0188 12/7/15
(Phone Number) (Fax Number) (Date)

Revised 10/27/2015

1
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Executive Summary

Myers and Stauffer LC is pleased to submit this quotation in response to Centralized Request for
Quotation (CRFQ) 0511 BMS1600000001: BMS Audit - Disproportionate Share Hospital (DSH)
Program for the West Virginia Department of Health and Human Resources Bureau for Medical
Services (BMS). We are ideally suited to meet and exceed all the requirements of this CRFQ and
will demonstrate within this quotation why the selection of Myers and Stauffer is a decision that is
both logical and in the best interest of BMS.

Our Understanding of the Project Requirements

Myers and Stauffer has performed health care compliance services — including DSH audits —
for BMS since 2010. We, therefore, have a comprehensive understanding of the West Virginia
Medicaid reimbursement environment and hospitals, as well as DSH.

In addition to having a specific, detailed understanding of the requested services, other examples
of demonstrated value include:

B As your current contractor, we will have no start up time and can promise efficiencies, a
base of knowledge, and hands-on experience that our competition cannot.

B A highly qualified project team with complete corporate commitment to the project and
extensive historical knowledge specific to West Virginia.

B Recognition as a national leader in providing health care audit, reimbursement and
consulting services to state Medicaid agencies.

Our experience with the West Virginia Medicaid program has prepared us well to meet and
exceed BMS’s needs to perform the DSH audit.

Why Myers and Stauffer Is Best Suited to Serve the Department
Because we are currently performing the services requested in this CRFQ, we feel that Myers
and Stauffer is the best-suited vendor for this project. Selection of Myers and Stauffer for these
services offers a number of distinct advantages to BMS.

M In-depth Knowledge of the DSH Audits. Our DSH team has a depth of experience in
DSH auditing and consulting — including DSH engagements in West Virginia and 37 other
states — that stands out amongst our competition. We will provide you with insight and
understanding of DSH programs that other firms simply cannot. We have experience
working together to serve DSH clients across the nation. Further, Myers and Stauffer has
been actively engaged with Centers for Medicare & Medicaid (CMS), congressional staff,
and state Medicaid leaders on DSH auditing since before the Medicare Prescription Drug
Improvement and Modernization Act of 2003 was adopted in November 2003. Not only
do we have an unsurpassed understanding of the technical requirements, we also
possess an unparalleled understanding of the communication process that will be
required to be successful in meeting the tight timeline for this effort.

MYERS AND STAUFFER LC www.mslc.com | page5
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B Knowledge of National and West Virginia Health Care Environment. We maintain
dialogues with CMS executives, state Medicaid officials, and industry leaders across the
nation in order to provide our clients with guidance and assistance in a manner that other
firms simply cannot match. We also closely monitor the activities of the West Virginia
Legislature and the national health care regulatory environment regarding Medicaid
compliance and program integrity matters to keep a current knowledge base of legislative
interests in this area and any relevant inquiries that BMS receives.

B Knowledge of the Department’s Operations. \We have worked effectively with the
Department on various auditing and consulting issues and have established solid working
relationships throughout the agency. No other vendor bidding on this CRFQ has the
direct experience in providing services to the provider types in West Virginia that are
included in this scope of work. Our historical and current work with BMS ensures that we
will be able to continue to provide these critical services without any disruption or change
for BMS or the hospitals. Through our work, we have learned invaluable lessons that can
only be gained through direct experience.

B National Health Care Leadership. Several of our members (partners) have experience
as employees of various states’ Medicaid agencies. In addition, all of the senior staff on
our proposed team have leadership positions within Myers and Stauffer and have
extensive experience working with multiple state and local government agencies across
the country and with CMS and other federal agencies. Our project leadership team also
has extensive experience assisting government agencies to address issues raised by
CMS or other federal oversight agencies.

B Practice Focused on Services to Public Agencies. Our business model is designed to
exclusively service local, state and federal agencies operating health care programs. Our
professionals spend 100 percent of their time working on health care engagements like
yours.

B Cost Effectiveness. Because of our risk-based approach and our utilization of
experienced professionals, we are capable of providing services in less time without
sacrificing quality. Less time on the job translates to lower fees.

B Flexibility. Myers and Stauffer is large enough to meet any state’s objectives, yet is
structured in a manner that allows our professionals to have the flexibility to design
customized audit and consulting solutions. Because Myers and Stauffer has a more than
35-year history of quality work and management with integrity, we are able to balance the
profitability of our firm with affordability for our clients.

B Unmatched Team of Professionals. Our proposed team for this engagement is
comprised of experienced accountants and other professionals. In addition, we have
professionals with certifications including certified public accountants (CPA), certified
fraud examiners (CFE), registered pharmacists, medical doctors, registered nurses and
certified coders. We also have former CMS and state government directors and
managers, policy and other technical staff, former nursing home employees, former
hospital accountants, former Medicare intermediary auditors, and former state Medicaid
surveillance and utilization review coordinators.

|
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We also consistently surpass minimum contract requirements and exceed our clients’
expectations. Our proven team of government health care professionals provides clients with the
support they need to effectively and efficiently communicate with the myriad of stakeholders that
are impacted by the work we perform. We assist industry leaders, elected officials, program
officials, and government staff in obtaining a clear understanding of health care policies,
regulatory requirements, and applicable laws that impact them not only today but into the future.
Furthermore, the full breadth and depth of our firm’s network of professionals is always available
to each engagement team and their specific areas of expertise can be accessed when needed.

Myers and Stauffer is the best value vendor that offers to provide the full range of services
requested by this CRFQ. We are known nationwide for our superior auditing, consulting,
analytical and pricing solutions and our impeccable delivery of services. We will meet the
requirements of this contract by applying proven methodologies and subject matter expertise to
each core service area to assist the Department in performing necessary due diligence and
oversight over your hospitals. Myers and Stauffer has a national reputation for providing high
quality services to meet the program needs of our clients, and we are the only vendor which has
limited its practice to specializing in work with government health care agencies, thereby
minimizing possible conflicts of interest. Our more than 35 years in partnerships with public
agencies has established a deep understanding of the exceptionally high degree of integrity,
professionalism and accountability that are both expected and required within our firm.
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Firm Qualifications (crro section 3.1)

Firm License (3.1.1)

We are a licensed CPA firm in the state of West Virginia.

. WEST VIRGINIA

BOARD OF ACCOUNTANCY Fome e

License Verification System
Firm Name: MYERS AND STAUFFER LC
Address: 700W 47TH ST STE 1100
City: KANSAS CITY
State: MO
Zip: 64112
Permit Number: F0183
Effective Date: 7/1/2015
Current Status:  Active
Expiration Date: 6/30/2016

| Obtain a License Verification | | Search Again | | Back |

Submit Feedback | Privacy, Security and Accessibility | WV.gov | USA gov | & 2015 State of West Virginia v1.1.1

Independence (3.1.2)

Myers and Stauffer is a CPA firm that intentionally limits its services to providing audit, rate
setting and consulting services to governmental entities managing health care programs. As a
result, the firm is independent of the Medicaid agency as defined by the Comptroller General of
the United States. Our independence policy applies the Generally Accepted Auditing Standards
(GAGAS) Conceptual Framework Approach and we have detailed procedures in our Quality
Control Manual to ensure compliance with independence requirements and to avoid other
conflicts of interest. Our policies are extensive and designed to meet the requirements of the
AICPA, the U.S. Securities and Exchange Commission (SEC), PCAOB, state licensing agencies,
and Government Auditing Standards. Some of the key elements of our policies include:

B Independence training for all professionals.

B Annual written representations of independence from all personnel who perform client
services.

Extensive client and engagement acceptance and continuance policies.

Requirements for confirming independence of outside accounting firms and independent
contractors.

B Maintenance of firm wide client list.

1
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We have included “Chapter 2: Ethical Requirements” of our Quality Control Manual as Appendix
A: Quality Control Manual.

By signhature of this quotation, we attest that we meet all independence standards referenced in
CRFQ Section 3.1.2 and attest that our firm is independent of the West Virginia DSH program
and the hospitals listed in Exhibit 2 of the CRFQ.

Although highly unlikely, should a conflict arise, Myers and Stauffer will first determine if there is
any independence impairment under AICPA independence rules. We will also notify BMS of any
work performed for a hospital receiving DSH funds. Should an independence impairment or
conflict arise, we will subcontract that work to another accounting firm, so as not to conflict with
the BMS audit.

We have the resources, experience and expertise to perform this engagement as the primary
audit firm without the use of subcontractors. Since 2010, we have worked with the West Virginia
Department of Health and Human Resources to complete the DSH audit reports for state rate
plan years 2005 through 2012 and provided recommendations to improve DSH program
procedures.

In addition to our work in West Virginia, the following descriptions provide a brief overview of our
relevant DSH experience. All of these contracts and engagements have been completed
successfully or are on-going.

Myers and Stauffer is a national leader in assisting states with their DSH programs. We are
currently engaged by 38 Medicaid programs to perform the DSH audits as required by the Final
DSH Audit Rule published by CMS in the December 19, 2008 Federal Register. In addition, we
currently calculate DSH payments on an annual basis for nine state Medicaid programs. We also
were instrumental in developing an approach and methodology designed to satisfy the DSH audit
requirements set forth by CMS regulations in 2008. Our audit protocol has been reviewed and
accepted by CMS.

Our DSH team has arguably the most significant direct experience in the country in performing an
actual DSH audit of a state and its implications on the hospitals in that state. We already know
what a state will encounter with the audit and what the hospital concerns are with the
documentation requirements.

States where we currently perform DSH audits include:

Alaska Department of Health and Social Services (2009—present).
Arkansas Department of Health and Human Services (2009—present).

Colorado Department of Health Care Policy & Financing (2010—present).
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Connecticut Department of Social Services (2011—present).

Florida Agency for Health Care Administration (2014—present).

Georgia Department of Community Health (2009—present).

Hawaii Department of Human Services (2010—present).

Idaho Department of Health and Welfare (2009—present).

lllinois Department of Health Care and Family Services (2010—present).
Indiana Family and Social Services Administration (1995—present).

Kansas Department of Health and Environment (2009—present).

Kentucky Cabinet for Health and Family Services (2002—present).
Louisiana Department of Health and Hospitals (2013—present).

Maryland Department of Health and Mental Hygiene (2009—present).
Michigan Department of Community Health (2008—present).

Mississippi Office of the Governor (2009—present).

Missouri Department of Social Services (2010—present).

Montana Department of Public Health and Human Services (2009—present).
Nebraska Department of Health and Human Services System (2009—present).
New Hampshire Department of Health and Human Services (2009—present).
New Jersey Department of Human Services (2010—present).

New Mexico Human Services Department (1995—present).

Nevada Department of Health and Human Services (2008—present).

North Carolina Department of Health and Human Services (2009—present).
North Dakota Department of Human Services (2009—present).

Ohio Department of Medicaid (2010—present).

Oklahoma Department of Human Services (2009—present).

Oregon Department of Human Services (2009—present).

Rhode Island Department of Human Services (2010—present).

South Carolina Department of Health and Human Services (2006—present).
Tennessee Department of Finance and Administration (2008—present).
Texas Health and Human Services Commission (2009—present).

Virginia Department of Medical Assistance Services (2006—present).
Washington Department of Social and Health Services (2009—present).

West Virginia Health Care Authority (2010—present).

|
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Wisconsin Department of Health Services (2012—present).
Wyoming Department of Health (2009—present).

In addition to our DSH auditing engagements, we also perform various DSH consulting services
for our clients. Our DSH assistance varies based on the individual state and methodology, and
includes services such as sending and receiving survey information (or state-specific alternative),
developing and managing databases to calculate DSH eligibility and payment levels, performing
desk and on-site reviews of reported uninsured services and payments received, and preparing
preliminary DSH payment calculations for the state’s review and acceptance. We have assisted in
designing DSH payment methodologies, preparing state plan amendments, and communicating
DSH methodologies to CMS.

Our state Medicaid DSH payment experience includes:

Alabama Medicaid Agency (2008—present).

Georgia Department of Community Health (2009—present).

Idaho Division of Medicaid, Department of Health and Welfare (2009—present).
Indiana Family and Social Services Administration (1995—present).

Kansas Department of Health and Environment (2009—present).

Louisiana Department of Health and Hospitals (2013—present).

Mississippi Division of Medicaid (2009—present).

Nebraska Department of Health and Human Services (2009—present).

New Mexico Human Services Department (1995—present).

Myers and Stauffer is committed to performing this work within the desired time periods
established in the CRFQ and have available the resources to efficiently manage this project. Our
practice is well-rounded in terms of relevant experience and scope of services provided, and we
do not experience the workload compression that other firms might experience during particular
busy seasons. This means better client service and closer, personal attention for BMS.

We know our clients will not be successful unless we provide them with the highest levels of
accuracy, accountability, responsiveness and experience in health care policy and auditing staff.
We, as a firm and as individuals, pride ourselves on our professionals’ depth of experience and
will provide that same level of expertise to the State.

Equally important are the roles and responsibility of each team member. We are confident that
our proposed level of staffing will allow us to complete the contract requirements of this CRFQ,
while concurrently and effectively addressing any unexpected problems or delays.

MYERS AND STAUFFER LC
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Engagement Team Organizational Chart

STATE OF WEST VIRGINIA

Department of Health and Human Resources
Bureau for Medical Services

PROJECT DIRECTORS

Mark Hilton, CPA
John Kraft, CPA, CHFP

SUBJECT MATTER
EXPERT

Bob Hicks, CPA

We understand that the Department must approve our key team members. All individuals
indicated in the organization chart are currently employed full-time by Myers and Stauffer,
currently working on these exact services, and are ready to continue providing the services
requested by this CRFQ.

Overview and Resumes of Your Myers and Stauffer Team

We operate on the principles of “extraordinary client service” and an “unwavering commitment to
quality.” We are highly regarded nationwide for our professional objectivity, innovation, quality
staff and unparalleled service. Our success has been achieved by providing our clients with
excellent service on a timely basis, including those times when clients have made urgent
requests with minimal turn-around time. We are committed to serving the Department as
effectively and economically as possible, while maintaining the highest levels of integrity, quality
and service.

All staff members dedicated to this contract have direct, hands-on experience performing auditing
and consulting services for state and local health care agencies or CMS. In addition, we currently

MYERS AND STAUFFER LC
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have the team members and resources in-house and will not need to hire any staff to complete

this project.

We will staff this project in order to exceed your expectations. The following is a brief summary of
our staff and their roles. We have included resumes for all key management staff in Appendix B:
Resumes. Should we be the successful bidder, these professionals will be the personnel working
on the project. In addition, we will assign senior associates and associates from our Baltimore,
Maryland office, as needed. We assure BMS that the quality of staff will be maintained over the
term of the contract agreement due to the depth of our experience with Medicaid agencies.

Myers and Stauffer: Proposed Key Staff

Team Member

Mark Hilton,
CPA

Member

John Kraft, CPA

Member

Health
Care
Exp.

33 years

Role in Project
Co-Project
Director/Partner: Mr.
Hilton, along with Mr.
Kraft, will have overall
responsibility for all
aspects of the project
and will ensure total
client satisfaction and
establish the overall
client service approach.
He will work with the
Project Lead and Project
Manager to ensure
successful outcomes.

Co-Project
Director/Partner: Mr.
Kraft, along with Mr.
Hilton, will have overall
responsibility for all
aspects of the project
and will ensure total
client satisfaction and
establish the overall
client service approach.
He will work with the
Project Lead and Project
Manager to ensure
successful outcomes

29 years

MYERS AND STAUFFER LC

Exp.

with

WV
v

Qualifications

Mr. Hilton serves as the current
project director for the West
Virginia DSH audit contract. He
also serves as the project director
for our DSH audit contracts with the
states of Colorado, Tennessee,
South Carolina, Connecticut, New
Hampshire, Vermont, Oregon,
Rhode Island, Tennessee and
West Virginia. Mr. Hilton has been
an active participant in the
development of the protocols that
have been developed for applying
the DSH Audit Rule. He led in the
effort to prepare comprehensive
and executive summaries of the
final rule when it was published by
CMS. He has had face-to-face
meetings with the CMS primary
author of the DSH rule as well as
the CMS personnel responsible for
implementing the DSH Final Rule.

Mr. Kraft has performed Medicare
and Medicaid audit, desk review
and rate calculation services. He
plays a key role in managing our
disproportionate share hospital
(DSH) audit contracts with the
states of South Carolina, New
Hampshire, Connecticut, Oregon,
Tennessee, Rhode Island and
West Virginia. He also currently
manages Medicaid cost settlement
audit contracts for the states of
South Carolina, New Jersey,
Vermont, Georgia and New
Hampshire. In addition, he has
provided litigation support for our
state Medicaid clients' cost report
appeals. He also has performed



Myers and Stauffer: Proposed Key Staff

Team Member

Diane Kovarr,
CPA

Senior Manager

Beth Franey,
CFE

Manager

Robert Hicks,
CPA

Subject Matter
Expert

Role in Project

Project Lead/Primary
Contract Manager: Ms.
Kovar will work directly
with Mr. Hilton and Mr.
Kraft to direct the project
team, review and sign
deliverables and
coordinate the
professional resources
based on the work plan.
She will attend project
meetings and training,
direct the activities of
project staff and be
available to BMS staff on
a daily basis.

Manager: Ms. Franey
will be available to serve
as a contact for hospitals
and assist with directing
the work of staff auditors
and accountants.

Subject Matter Expert:
Mr. Hicks will be
available to assist BMS
as a subject matter
expert on the technical
requirements of the DSH
rule.

MYERS AND STAUFFER LC

Health
Care
Exp.

17 years

10 years

20 years

Exp.
with
WV

Qualifications

various cost report audit services
for Carefirst of Maryland, the
former Medicare fiscal
intermediary. He has also been a
key participant in health care
litigation support.

Ms. Kovar has experience working
on health care-related audits, fraud
investigations, and litigation
support services. In addition to
being the project manager for West
Virginia DSH audits, she has
managed DSH audits in Oregon,
South Carolina and Connecticut.
She has also worked on the DSH
engagements in Rhode Island and
New Hampshire. Outside of DSH,
she has worked on health care
engagements with the Maryland
Department of Health and Mental
Hygiene and CMS.

Ms. Franey has worked in the
Medicare and Medicaid audit and
investigation arena for over six
years. She has performed and
reviewed DSH desk reviews for
West Virginia, Massachusetts,
South Carolina, Tennessee,
Connecticut, New Hampshire,
Colorado, Oregon, Vermont and
Rhode Island and Medicaid cost
settlements for South Carolina. She
has also performed health care
litigation support and fraud
investigation in federal health care
programs.

Mr. Hicks has extensive experience
with hospital cost report auditing,
DSH payments, intergovernmental
transfers, and creation of analytical
reports and models. Mr. Hicks has
also is the project director on the
firm’s DSH audit contracts in
Missouri, Louisiana, Kentucky and
North Dakota.
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Staff Training (3.2.1)

Because our team includes experts in West Virginia’'s DSH program, the learning curve for
training will be significantly reduced. Many of the issues typically encountered during a DSH
engagement are not taught in a classroom, nor are they discussed in periodicals, and it takes
substantial exposure to the health care reimbursement field to provide the depth of understanding
necessary to arrive at supportable conclusions. Myers and Stauffer incorporates an overview of
Medicaid systems into its staff development protocol. This includes a review of pertinent federal
statutes and regulations, state plan requirements, and state-specific reimbursement
requirements. The firm’s resource libraries contain all pertinent resource material including
professional pronouncements issued by the American Institute of Certified Public Accountants
(AICPA).

Our personnel participate in general and industry-specific continuing professional education and
development activities. These activities enable staff to satisfy assigned responsibilities and fulfill
applicable continuing professional education (CPE) requirements. In addition, we utilize
structured and supervised training for specific project tasks. We have implemented firm wide
professional development policies that:

B Encourage participation in professional development programs that meet
requirements of the AICPA, state boards of accountancy, and regulatory agencies in
establishing the firm’s CPE requirements.

B Provide orientation and training for new employees.

B Develop in-house staff training programs that focus on general and industry-specific
subject matter.

Our professionals routinely attend relevant national health care conferences to stay current with
trends and issues. These conferences have included:
B American Health Lawyers Association: Long Term Care and the Law.

B American Health Lawyers Association: Institute on Medicare and Medicaid Payment
Issues.

National Association for Medicaid Program Integrity.
National Association of State Human Services Finance Officers.
National Association of Medicaid Directors: Annual Conference.

National Health Care Anti-Fraud Association: Annual Training Conference.

Health Care Compliance Association: Annual Meeting AICPA National Governmental
Accounting and Auditing Update Conferences.

We also conduct local office training sessions that are specific to our Medicaid clients. Recent
topics have included:

B DSH Auditing Updates.
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Best Practices in Auditing: Asking the right questions and documenting accurate results.
Appeals Training for Field Staff.

Fieldwork Basic Training.

Field Work Job Set-Up Training Basic Medicaid and Medicare Training for New Hires.
Adjustment Reports and Regulations.

Medicare Cost Reporting 101.

Our professionals who are CPAs are required to complete 40 hours annually of CPE. In addition,
those employees who work on GAGAS engagements are required to complete in excess of 80
hours of CPE every two years. At least 24 hours of the 80 hours must be in subjects directly
related to government auditing, the government environment, or the specific or unique
environment in which the audited entity operates (Yellow Book). The majority of our CPA-certified
staff exceeds these requirements. In addition, all staff receives relevant training throughout the
year. We have included CPE documentation for our key staff in Appendix B: Resumes.

Finally, all training is managed so that there will be no disruption to the work on our specific

contracts. Staff members are assigned to a project team only after they have successfully
completed a training program designed specifically to their needs.

MYERS AND STAUFFER LC
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Mandatory Requirements (crrqsection 4.1)

Our Understanding of the Project

The DSH program was established by Congress in 1981 as a provision of the Boren Amendment.
It was intended to provide protection for hospitals, specifically hospitals with large caseloads of
low-income and uninsured individuals.

Over the years, there has been a series of legislative amendments that have defined, refined, and
limited states’ use and implementation of the DSH provisions, including:

B The Omnibus Budget Reconciliation Act of 1986, which stated that HCFA had no
authority to limit payment adjustments to DSH hospitals.

B The Omnibus Budget Reconciliation Act of 1987, that defined which hospitals, at a
minimum, must be included in the DSH program.

B The Medicaid Voluntary Contribution and Provider-Specific Tax Amendments of 1991,
which established the first upper bounds on DSH payments.

B The Omnibus Budget Reconciliation Act of 1993, which sought to better target DSH
hospital payments and set limits on the amounts of DSH payments individual hospitals
would be allowed to receive.

B The Medicare Prescription Drug Improvement and Modernization Act of 2003, which
among other changes included a requirement that states submit a detailed annual report
and an independent certified audit on their DSH payments to hospitals.

While efforts at the federal level have been made to control total DSH expenditures, states still
have considerable flexibility in designing their reimbursement systems and determining how
available funds are distributed. At Myers and Stauffer, we believe DSH payment systems should
be managed in conjunction with other hospital payments to ensure state goals and objectives for
the entire hospital payment system are realized. As such, we have developed a DSH examination
strategy that is fully compliant with the new federal requirements, while also considering the
state’s data needs and reporting obligations.

The final rule on auditing Medicaid DSH payments published in the Federal Register on
December 19, 2008, implements the requirements of Section 1923(j) of the Social Security Act.
This section requires two reports from state Medicaid programs on an annual basis:

B An annual report from state Medicaid programs detailing information relevant to the DSH
payments made under the approved state plan, along with any other information the
Secretary of Health and Human Services determines necessary.

B Anindependent certified audit of actual uncompensated care cost during the DSH year,
along with other data reports (verifications).

The annual report primarily presents the hospital identification information, the “estimate” of the
hospital-specific DSH limit, Medicaid inpatient utilization rate (MIUR) calculations, low income
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utilization rate (LIUR) calculations, and the state-defined DSH qualification criteria. The final rule
identified the DSH data elements that must be reported in the annual unaudited report to CMS.

The independent certified audit includes elements to be gathered for the audit process, primarily
the calculation of the uncompensated Medicaid costs and uncompensated uninsured costs.

The state of West Virginia is seeking a contractor to provide a series of independent certified
audits of hospitals that have received DSH payments from West Virginia Medicaid.

Our examination program will comply with 42 U.S.C. Section 1923(j)(2) and will be subject to
BMS’s approval prior to beginning fieldwork. The examination program will be submitted to BMS
for approval a minimum of 30 calendar days prior to the beginning of fieldwork. We will perform all
examination procedures in order to render an opinion and examination report. Please see Section
4.1.4: Work Plan for more details. Travel and incidental costs shall be include in the all-inclusive,
firm fixed price.

Compliance (4.1.1.1)

We understand the audits must meet the CMS requirements as specified in 42 CFR Parts 447
and 455 and CMS guidance and requirements. With over nine years of experience conducting
DSH audits — including five years as BMS’s contractor for DSH audits — we know the ins and outs
of the DSH rule and will be sure that all requirements are met.

Timing (4.1.1.2)

We have very specific timelines that we adhere to in order to ensure that the engagement is
completed and reports are issued on or before the CMS guidelines. For SFY 2013, we will
complete our work procedures by September 30, 2016. We will then complete a draft report by
October 30, 2016 and a final report by November 30, 2016. Please see our Timeline included in
Section 4.1.4: Work Plan.

Source Documents (4.1.1.3)

To complete our examination, we will utilize the Medicaid State Plan, MMIS payment and
utilization data, Medicare 2552 or related cost reports, and hospital audited financial statements
and accounting records.

The Final Rule requires six verifications from 42 CFR 455.304 at the state level and we will need
to perform examination procedures at the hospital level in order to provide an opinion on those six
verifications. The audit and reporting requirements apply to all states that make DSH payments
and to each in-state hospital receiving DSH payments. In addition to issuing an independent
certified examination report addressing the six verifications and all other requirements set forth in
42 CFR 447 and 455, we will compile the 21 (formerly 18) data elements specified in the
regulations for each hospital and for each report. We have addressed this in detail in Section
4.1.4: Work Plan and have included a draft format of the schedule in Appendix C: Hospital
Schedule.
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CMS Confirmation (4.1.3)

To the best of our knowledge, all DSH reports that we have compiled for our clients have been
accepted by CMS. As confirmation, we have included letters from our state clients in Appendix D:
CMS Acceptance.

Work Plan (4.1.4)

Overview

Many states, including West Virginia, have made DSH payments to hospitals based upon
historical data. The data was used to estimate hospital-specific DSH limits, and other data
elements necessary to distribute DSH funds under the approved state plan.

Under the final DSH audit rule published December 19, 2008, states must now measure the
actual hospital-specific DSH limit for that state plan year and compare that to the DSH payment
received. These requirements also specify that Medicare cost reporting principles must be used
to calculate the hospital-specific DSH limit, which contains the net unreimbursed cost of providing
care to Medicaid and uninsured individuals.

To accomplish this task, it will be necessary to utilize data from several sources. Sources will
include existing Medicare cost reports, hospital financial records and paid claims summaries. In
addition, since some data is not readily available or routinely tracked in the hospital’'s accounting
records (e.g., charges and payments attributable to the uninsured), we have developed a detailed
survey document for each hospital that received a DSH payment to complete.

We will continue to use our current West Virginia DSH examination approach as follows:

B Begin the project by meeting with the state to discuss the project and all timelines.
B Update our DSH survey tool to reflect any changes needed specific to West Virginia.

B Gather necessary data such as MMIS reports, cost reports, state plan, and other data
from the state.

B Conduct an annual training session for hospitals, to educate them regarding DSH
regulations, the examination approach and protocol we follow, and their responsibilities
for responding to the DSH examination request.

Send surveys to the hospitals for them to complete and submit to us for examination.
Conduct desk reviews on the surveys.

Using a risk-based approach, select hospitals for expanded procedures.

Complete expanded procedures for hospitals selected.

Perform senior management review of desk reviews and audits.

Prepare a draft examination report and management letter for submission to the state.

Meet with the state to discuss the examination report and findings.

Issue the final examination report for submission to CMS.

e
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B We will continue to provide you with continuous communication throughout the
examination process. In addition to the entrance and exit conferences, we will hold
intermittent status meetings as needed to discuss the detailed project plan and our
progress towards completion. Further, we will be available to answer any questions and
address any concerns during the course of the examination.

In addition, it is equally important to maintain open lines of communication with the hospitals. The
hospitals must be provided with direction on the examination process and the specific information
they will be asked to submit. They must also be afforded an avenue to have their questions
answered. We have direct hands-on experience in working through many hospital concerns
regarding the significant data requests required by the CMS DSH audit rule. Our significant
experience in this area will be used to ease the West Virginia hospital’s concerns with providing
data and complying with this federally mandated audit.

State Reporting Requirements

Under 42 Code of Federal Regulations (CFR) Section 447.299, states are required to submit to
CMS, at the same time as it submits the completed audit required under Section 455.304, the
following information for each DSH hospital to which the state made a DSH payment in order to
permit verification of the appropriateness of such payments:

1. Hospital name. The name of the hospital that received a DSH payment from the state,
identifying facilities that are institutes for mental disease (IMD), and facilities that are
located out-of-state.

2. Estimate of hospital-specific DSH limit. The state's estimate of eligible
uncompensated care for the hospital receiving a DSH payment for the year under audit
based on the state's methodology for determining such limit.

3. Medicaid inpatient utilization rate (MIUR). The hospital's MIUR, as defined in Section
1923(b)(2) of the Act, if the state does not use alternative qualification criteria described
in Number 5 below.

4. Low income utilization rate (LIUR). The hospital's LIUR, as defined in Section
1923(b)(3) of the Act if the state does not use alternative qualification criteria described in
Number 5 below.

5. State defined DSH qualification. If the state uses an alternate broader DSH
qualification methodology as authorized in Section 1923(b)(4) of the Act, the value of the
statistic and the methodology used to determine that statistic.

6. Inpatient (IP)/outpatient (OP) Medicaid fee-for-service (FFS) basic rate payments.
The total annual amount paid to the hospital under the State plan, including Medicaid
FFS rate adjustments, but not including DSH payments or supplemental/enhanced
Medicaid payments, for IP and OP services furnished to Medicaid eligible individuals.

7. IP/OP MCO payments. The total annual amount paid to the hospital by Medicaid MCOs
for IP hospital and OP hospital services furnished to Medicaid eligible individuals.

8. Supplemental/enhanced Medicaid IP/OP payments. Indicate the total annual amount
of supplemental/enhanced Medicaid payments made to the hospital under the State Plan.

|
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10.

11.

12.

13.

14,

15.

16.

17.

These amounts do not include DSH payments, regular Medicaid FFS rate payments, and
Medicaid managed care organization payments.

Total Medicaid IP/OP payments. Provide the total sum of items identified in numbers 6,
7 and 8.

Total cost of care for Medicaid IP/OP services. The total annual cost incurred by each
hospital for furnishing IP hospital and OP hospital services to Medicaid eligible
individuals.

Total Medicaid uncompensated care. The total amount of uncompensated care
attributable to Medicaid IP and OP services. The amount should be the result of
subtracting the amount identified in number 9 from the amount identified in number 10.
The uncompensated care costs of providing Medicaid physician services cannot be
included in this amount.

Uninsured IP/OP revenue. Total annual payments received by the hospital by or on
behalf of individuals with no source of third party coverage for IP and OP hospital
services they receive. This amount does not include payments made by a state or units
of local government, for services furnished to indigent patients.

Total applicable section 1011 payments. Federal Section 1011 payments for
uncompensated IP and OP hospital services provided to Section 1011 eligible aliens with
no source of third party coverage for the IP and OP hospital services they receive.

Total cost of IP/OP care for the uninsured. Indicate the total costs incurred for
furnishing inpatient IP and OP hospital services to individuals with no source of third party
coverage for the hospital services they receive.

Total uninsured IP/OP uncompensated care costs. Total annual amount of
uncompensated IP/OP care for furnishing IP hospital and OP hospital services to
Medicaid eligible individuals and to individuals with no source of third party coverage for
the hospital services they receive. The amount should be the result of subtracting
numbers 12 and 13 from number 14.

Total annual uncompensated care costs. The total annual uncompensated care cost
equals the total cost of care for furnishing inpatient IP and OP hospital services to
Medicaid eligible individuals and to individuals with no source of third party coverage for
the hospital services they receive less the sum of regular Medicaid FFS rate payments,
Medicaid managed care organization payments, supplemental/ enhanced Medicaid
payments, uninsured revenues, and Section 1011 payments for IP and OP hospital
services. This should equal the sum of numbers 9, 12 and 13 subtracted from the sum of
Numbers 10 and 14.

DSH payments. The total annual payment adjustments made to the hospital under
Section 1923 of the Act.

18. Additional reporting. The final Medicaid DSH allotment reduction rule published on

September 18, 2013, requires additional reporting requirements to include the Medicare
provider number, Medicaid provider number and total hospital cost.

|
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In addition, each state must maintain, in readily reviewable form, documentation that provides a
detailed description of each DSH program, the legal basis of each DSH program, and the amount
of DSH payments made to each individual public and private hospital or facility each quarter.

If a state fails to comply with the reporting requirements contained in this section, future grant
awards will be reduced by the amount of Federal Financial Participation (FFP) that CMS
estimates is attributable to the expenditures made to the disproportionate share hospitals as to
which the state has not reported properly and until such time as the state complies with the
reporting requirements. Deferrals and/or disallowances of equivalent amounts may also be
imposed with respect to quarters for which the state has failed to report properly. Unless
otherwise prohibited by law, FFP for those expenditures will be released when the state complies
with all reporting requirements. We will work with the Department to compile this information in
the proper format to comply with the reporting requirements.

We will continue to work with the Department to compile this information in the proper format to
comply with the reporting requirements.

DSH Examination Approach

The examination process will encompass auditing data from each DSH hospital for the state fiscal
year being audited. To complete the reports, we will gather information for the cost reporting
periods that cover the state plan rate year under audit. In cases where the hospital’s fiscal year-
end may not coincide with the state plan rate year (DSH year), information will be gathered for
two or more hospital cost reporting periods. In instances when a change of ownership has
occurred, it may be necessary to gather data for three cost reporting periods to cover a single
state plan rate year.

We will customize the survey tool we have developed to perform the current West Virginia DSH
examination. This survey tool has successfully been used in many states to collect the data
necessary to calculate each of the required data elements in accordance with the guidance
provided in the final DSH audit rule.

While the methodologies used to calculate the uncompensated care for Medicaid and the
uninsured for DSH payment purposes were approved by CMS in the state plan, the final rule
requirements specify the cost of caring for Medicaid and the uninsured must be determined using
Medicare cost finding techniques. The survey tool will obtain sufficient detail to allow us to
calculate the Medicaid and uninsured cost using the routine per diems and ancillary cost-to-
charge ratios from the hospitals’ Medicare/Medicaid cost reports. As part of the examination
process, Myers and Stauffer will continue to perform the following functions as outlined in the final
rule:

Review State’s Methodology. As part of the DSH examination process, we will review
the approved Medicaid state plan for DSH payments. This will include reviewing the
methodology for estimating each hospital’s DSH limit and the state’s DSH payment
methodologies.

While the main objective of the DSH examination process is to comply with the CMS rule
and provide the verifications and reports that are required, there are additional benefits
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that can accrue for the Department through this process. By selecting Myers and Stauffer
to perform the audit, the state not only selects a contractor skilled in providing Medicaid
audit services but also a consultant that has a long history of assisting states with
addressing the complexities of their Medicaid DSH programs.

The audit process established by CMS requires the state to recoup any DSH funds that
were paid in excess of the hospital specific DSH limits as identified during the DSH audit.
It is important that the state select a contractor that is not only able to conduct the audit
but is also experienced in designing and implementing DSH payment methodologies.
After reviewing the state’s methodology for estimating hospitals DSH limits and the
state’s DSH payment methodologies, our DSH experience will enable us to assist with
refining the methodologies to help reduce the possibility of adverse outcomes in future
years.

B Review of State’s DSH Audit Protocol. A review of the state’s DSH audit protocol will
be performed to ensure consistency with inpatient and outpatient Medicaid reimbursable
services in the approved Medicaid State Plan.

B Compilation of Cost and Revenue. Myers and Stauffer has developed a survey tool to
be sent to all in-state hospitals that received a Medicaid DSH payment for the state fiscal
years under audit. This document includes sections that will enable hospitals to cost out
their Medicaid and uninsured claims using Medicare cost report mechanics. The survey
tool will compile routine per diem costs and ancillary cost-to-charge ratios from the
applicable cost reports. The hospitals will then be responsible for grouping their charges
and patient days to the appropriate cost centers for costing purposes. As identified in the
survey document, there are multiple patient types that must be included in the calculation
of the uncompensated care costs, including:

o In-state Medicaid FFS.

o In-state Medicaid managed care.

o In-state Medicaid FFS cross-over.

o In-state other Medicaid-eligible.

o Uninsured services.

o Out-of-state Medicaid FFS.

o Out-of-state Medicaid managed care.
o Out-of-state Medicaid FFS cross-over.
o Out-of-state other Medicaid-eligible.

The DSH survey provides the hospitals with the appropriate columns to group the days
and charges with each of the above patient types to the appropriate per diems or cost-to-
charge ratios. The form also provides the appropriate cells to enter the payments
received for each of the patient categories. In addition to having the hospitals complete
the survey, we will obtain copies of the cost reports for the appropriate cost reporting
periods. As part of the examination process, we will verify that the hospitals have entered
the appropriate cost-to-charge ratios and per diems on the survey. We will also test the

|
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reported days and charges back to the supporting documentation (Medicaid MMIS claims
runs or hospital generated claims detail).

B Compilation of DSH Payments. We will obtain from Department a schedule of DSH
payments made for the state fiscal year. Upon contract award, we will confirm with the
agency that these are the final DSH payments for the state fiscal year that were claimed
as Medicaid DSH payments to CMS. These payments will be compared to the total
calculated uncompensated care costs for each hospital.

B Compare Hospital-Specific DSH Limits against Hospital-Specific DSH Payments.
The examination report will include a schedule that summarizes all in-state hospitals that
received a DSH payment in the state fiscal year under audit. The schedule will also
include the adjusted hospital-specific DSH limit (uncompensated care costs) for the
period under audit. Hospitals that received DSH funds in excess of their hospital-specific
DSH limits will be clearly identified.

As mentioned previously, Myers and Stauffer will not only provide the required audit report, we
will also take additional steps to help ensure the program is able to correct any current
deficiencies to prevent problems in future DSH years.

Verification Requirements
Myers and Stauffer's approach to this examination process begins with thoroughly assessing the
risk associated with each of the verifications. We will design testing to mitigate risk.

This engagement is unique since the report is to be on a statewide basis, yet the certifications
being prepared are at the hospital-specific level. Some level of testing must be completed for
each in-state hospital that received a DSH payment. In the final rule, however, CMS
acknowledged that a field visit to each hospital receiving a DSH payment is likely not necessary.

Myers and Stauffer will continue a two-phase examination process — the first phase involving a
comprehensive desk review of the data elements necessary for the DSH examination process.
Then, risk thresholds will be established and if exceeded, the hospital will potentially be selected
for expanded procedures review, which is the second phase of the examination process.

Desk Review Process

The initial phase of the process will be to obtain the necessary information from the state agency
and the hospitals, organizing each hospital’'s documents into an electronic work paper. The
survey form, central to the entire process, will be checked for mathematical accuracy and
completeness. The reported survey elements will be traced to supporting detailed documents,
such as Medicaid paid claims summaries, cost report per diems, and cost-to-charge ratios traced
to the Medicare cost report (2552) and uninsured charges and payments traced to the claims
detail provided by the hospital.

The following data sources will be used for the examination:

B Approved Medicaid state plan for the Medicaid state plan rate year under audit.

B Payment and utilization information from the state’s MMIS.
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Medicare hospital cost reports.
Audited hospital financial statements and accounting records.

The detailed data will be reviewed for consistency with the time periods under examination and to
identify any improper claims included in the reported data. Myers and Stauffer has also
developed a DSH examination application that enables us to “clean” hospital and state detailed
DSH claims data. The custom application can review the data for completeness of requested
fields, inconsistencies, dates of service, non-covered revenue codes, and duplicate data. The
application generates summary reports for use in the DSH examination. Adjustments will be
proposed for any incorrect items and adjusted hospital-specific DSH limits will be calculated.

These adjusted hospital-specific DSH limits will be compared to the DSH payments to initially
assess examination risk. The primary examination risk is when a hospital’'s DSH payments
exceeded its hospital-specific DSH limit. We will also analyze all data elements reported and
used in the uncompensated care calculation. Myers and Stauffer’'s many years of experience
working with Medicaid DSH data will allow us to assess the risk of potential misstatements on the
DSH survey and target these data elements for review.

Based on a review of the data elements for all hospitals, a risk threshold will be established and
hospitals will be selected for detailed desk reviews or expanded procedure reviews. Once the
process is complete, we will evaluate the overall coverage of DSH hospitals selected through the
risk assessment process. If insufficient numbers of hospitals have been selected, additional
hospitals may be added using selected hospital characteristics or lowering the risk threshold.

Hospitals selected for an expanded procedures review will be contacted to discuss the
information needed during the expanded procedures review and methods of providing the needed
information. Needed information may include patient financial and medical records, financial
statements and supporting general ledgers, as well as charge masters for the period under
review. The expanded procedures examination process involves testing the accuracy of the data
related to the six verifications.

Myers and Stauffer’'s approach to the examination process is to thoroughly assess the risk
associated with each of the verifications and design testing to mitigate that risk. Each of the
required verifications is identified below along with a discussion of the steps that must be taken to
examine this verification.
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Verification 1: Each hospital that qualifies for a DSH payment in the State is allowed to retain
that payment so that the payment is available to offset its uncompensated care costs for

furnishing inpatient hospital and outpatient hospital services during the Medicaid State plan
rate year to Medicaid eligible individuals and individuals with no source of third party coverage
for the services in order to reflect the total amount of claimed DSH expenditures.

Verification 1 involves obtaining assurance that hospitals are allowed to retain the DSH payment
received and are not required to return any of the payment to the state or are required by the
state to use the DSH funds for specific purposes as a condition for receiving the DSH payment.
Our preliminary examination procedures will include a review of the approved state plan, DSH
calculation and payment process. We will meet with West Virginia Medicaid officials and confirm
hospitals are allowed to retain the entire calculated DSH payment.

We will question hospitals to determine if any hospitals were required to return all or a portion of
their DSH payment. Additional testing, if needed, will include tracing the DSH payment into the
accounting records and identifying any indications of credits or amounts being returned to the
state.

Verification 2: DSH payments made to each qualifying hospital comply with the hospital-
specific DSH payment limit. For each Medicaid State plan rate year, the DSH payments

made in the Medicaid State plan rate year must be measured against the actual
uncompensated care cost in that same Medicaid State plan rate year.

To express an opinion on this verification, it is necessary to obtain data to calculate hospital-
specific DSH limits. Data sources include the Medicaid agency, the hospital’s cost reports for
period(s) under review, as well as data obtained from the hospital’s internal financial records.

To obtain hospital internal financial records, we propose to survey each in-state hospital that
received a DSH payment from the state.

As indicated in the final rule, it may be necessary to gather data for more than one hospital fiscal
year to cover the entire state plan rate year. For this reason, the survey allows the hospital to
report multiple years of data.

It is unlikely that all hospitals’ fiscal year-ends will coincide with the state plan rate year under
audit. CMS indicated in the final rule that it will be acceptable to allocate the calculated hospital-
specific DSH limit for each hospital’s fiscal year-end to the state plan rate year by the number of
months covered. For example, if the state plan rate year under audit ends September 30 and the
hospital fiscal year ends December 31, it is acceptable to use three months of the DSH limit
calculated for the hospital fiscal year end that covers the start of the state plan rate year and nine
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months of the DSH limit calculated for the hospital fiscal year end that covers the end of the state
plan rate year.

Verification 3: Only uncompensated care costs of furnishing inpatient and outpatient hospital
services to Medicaid eligible individuals and individuals with no third party coverage for the

inpatient and outpatient hospital services they received as described in Section 1923(g)(1)(A)
of the Act are eligible for inclusion in the calculation of the hospital-specific disproportionate
share limit payment limit, as described in Section 1923(g)(1)(A) of the Act.

This verification is met using our DSH survey tool. The survey costs out hospital services for
Medicaid eligible individuals and uninsured. Only those costs will be included in the final hospital-
specific disproportionate share limit. Please see Appendix E: DSH Survey Tool for an example
survey.

Medicaid

Medicaid services include Medicaid FFS, Medicaid managed care, Medicare/Medicaid cross-
overs, and other Medicaid-eligible patients. The days, charges and payments for all Medicaid
categories will be included based on the Agency’s paid claims summaries or detailed data and
the hospitals’ accounting records. The survey tool will calculate a cost for all of these services
based on the cost report.

Uninsured
Uninsured days, charges and payments will be provided by the hospitals’ accounting records
directly. The survey tool will calculate a cost for all of these services based on the cost report.

The final rule created a unique issue in the recognition of payments for the uninsured. CMS, in
the comments and responses, indicated that payments received on behalf of the uninsured
should be recognized on a cash basis. This basically requires hospitals to gather two data sets
related to the uninsured for each hospital fiscal year-end under review.

The first data set will be used to generate the days and charges associated with uninsured
individuals who received services during the cost report year. The second data set will identify all
payments received during the cost report period from individuals who were uninsured.

Since there are two separate data sets required for the uninsured, the testing will be separated by
uninsured charges and uninsured payments. While many of the tests will be similar, it is important
to test the validity of both data sets.

Uninsured Charges

On December 3, 2014, CMS published a final rule that is less restrictive in defining uninsured
services than the guidance that was provided as part of the December 19, 2008 DSH audit rule.
The December 2014 rule clarified and provided additional guidance on what services can be
considered uninsured for DSH purposes and reverted back to a service-specific approach. The
rule was effective for DSH audits and reports submitted for state plan rate year 2011 and after

e
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which were due to CMS on December 31, 2014. For most states that contracted with Myers and
Stauffer to perform the DSH examination, we have been requesting that hospitals include within
their DSH reporting the services that met the definitions provided in the proposed rule since it was
published in 2012. Our DSH examination program and process is designed in compliance with
this rule.

We will begin testing the hospital’s representations of uninsured charges by reviewing the
information system’s extraction criteria with hospital representatives. If discrepancies are noted in
the definitions utilized in querying the data, we will discuss the best method to eliminate incorrect
data or to obtain any additional data needed to meet the federal definitions of uninsured.

Testing will include reviewing the listing to ensure only services provided within the applicable
hospital fiscal year were included in the analysis. If needed, detailed testing of the uninsured
charges will be accomplished through sampling the individual patients reported uninsured
charges.

For a sample of selected patients, we will request access to the patient’s financial records for a
sample of selected patients. The files will be reviewed to verify the following:

Dates of service were within the service period of the cost report under review.

No evidence of available third party coverage (even if no payments were received from
the third party).

Charges included on the claim detail were only for inpatient and outpatient hospital
services and did not include items such as physician professional fees, provider-based
non-hospital units (skilled nursing facilities, nursing facilities, HHAs, etc.).

Reported charges were the customary charge for that hospital; verified by tracing detailed
charges to the hospital’s charge master on a sample basis.

Where significant risk for duplicate claims is noted, an electronic match of the data sets
may be needed.

Review claims for evidence of large payments that may indicate insurance coverage.

If exceptions are noted during the testing of uninsured charges, one of two methods will be
utilized to eliminate the impact of the exception. It may be possible to eliminate all of the claims
that contain the characteristic identified (for example, patients with a billing code of P1, which
represent county inmates who should not be included). If so, the specific claims not in compliance
with the federal definition of uninsured services will be removed. The second method will utilize
statistical extrapolation to adjust known exceptions out of the data. Extrapolation will be used in
instances where errors or exceptions were identified but no method of specifically identifying all
claims in the claim set that contain that characteristic was available. The extrapolation
methodologies being used are properly certified as statistically valid by an independent
statistician as required by CMS program integrity manual instructions.

After performing the initial testing procedures, risk will again be evaluated and, if it has not been

reduced to an acceptable level, additional testing may be required. Additional testing may include
expanding the sample of claims, as well as performing additional detailed insurance eligibility
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reviews of the claims sampled. Once risk has been reduced to an acceptable level, the proposed
adjustments will be summarized.

Uninsured Payments

Due to the different recognition criteria (cash basis as opposed to accrual) for the uninsured
payments, it is necessary to test the hospital’s analysis of received uninsured payments. Many
testing steps will be the same as the uninsured charges; however, they will be conducted on a
different sample of patients.

The testing will begin by reviewing with the hospital the criteria utilized in generating the listing of
payments received from the uninsured. If issues are identified in the methodology utilized to
query the hospital’s financial system, we will identify the most efficient method to acquire the
necessary data, either eliminating unnecessary data from the analysis already provided or
obtaining a revised analysis from the hospital.

If necessary, detailed testing of the uninsured payments will involve selecting a sample of claims
from the self-pay payment analysis provided with the survey. Unlike the uninsured charge
sampling, the payment sampling will include all self-pay payments as opposed to only those
received from uninsured patients. This is necessary because a hospital may understate its
uninsured payments as opposed to overstating them.

We will determine if any payments were received during the cost reporting year under review for
the claims sampled in the uninsured charges testing. If payments were received, we will verify the
payments are appropriately reflected in the uninsured payments analysis. If needed, the claims
sampled from the self-pay payment analysis will be reviewed to determine:

Payments were received during the cost reporting period.

All payments received for the patient during the cost reporting period were included on
the analysis.

The individual was in fact uninsured during the time services were provided.

Payments for other than inpatient or outpatient hospital services were not included in the
analysis. This will include removing the professional portion of any uninsured payments.

Payments shown as “insured” in the self-pay payment analysis were, in fact, insured at
the time services were provided.

Additional testing includes discussing the hospital’s policy for selling accounts receivable. If the
hospital sells accounts receivable, additional testing will include reviewing contracts associated
with the sales to determine if all payments for the uninsured were properly included in the
analysis.

Testing will be performed to determine if the hospital has obtained liens against the property of
any uninsured individuals. If so, identifying if any payments were received during the cost report
year on those liens.

In addition to the self-pay uninsured payments, we will collect illegal alien payments (Section

1011 payments) and compare them to the hospital’s financials to the extent necessary. Once risk
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has been reduced to an acceptable level, any proposed adjustments to the hospital’s uninsured
charges and payments will be summarized and included in the subsequent calculation of the
hospital-specific DSH limit.

Verification 4: For purposes of this hospital-specific limit calculation, any Medicaid
payments (including regular Medicaid fee-for-service rate payments,
supplemental/enhanced Medicaid payments, and Medicaid managed care organization
payments) made to a disproportionate share hospital for furnishing inpatient hospital and

outpatient hospital services to Medicaid eligible individuals, which are in excess of the
Medicaid incurred costs of such services, are applied against the uncompensated care
costs of furnishing inpatient hospital and outpatient hospital services to individuals with no
source of third party coverage for such services.

In calculating the hospital-specific DSH limit, it is required that all Medicaid payments received by
the hospital offset the Medicaid cost of providing inpatient and outpatient hospital services to
Medicaid eligible individuals. For testing purposes, we will request paid claims detail from the
state agency for both fee-for-service and Medicaid managed care (if applicable and/or available)
to obtain the payments directly associated with the provided services. In addition, we will request
any supplemental or enhanced Medicaid payments (e.g., supplemental payments associated with
an upper payment limit program). As part of the survey document sent to hospitals, we will
request information on Medicaid services provided to out of state residents, as well as any DSH
payments received from other states.

Uncompensated Medicaid costs will be calculated by first costing out the Medicaid hospital
services provided utilizing Medicare cost finding principles. The routine cost centers will be costed
utilizing Medicaid days multiplied by cost per diems for each applicable cost center from the
Medicare cost report. The ancillary services will be costed utilizing Medicaid charges multiplied by
the applicable cost-to-charge ratios from the Medicare cost report. The total cost of providing
Medicaid services will be reduced by all payments received for providing inpatient and outpatient
hospital services. The resulting amount will be netted against the uncompensated costs of
providing services to the uninsured. If the calculation of uncompensated Medicaid costs is
negative or a gain, the gain must be used to reduce the uncompensated care services to the
uninsured.

Verification 5: Any information and records of all of its inpatient and outpatient hospital
service costs under the Medicaid program; claimed expenditures under the Medicaid program;

uninsured inpatient and outpatient hospital service costs in determining payment adjustments
under this section; and any payments made on behalf of the uninsured from payment
adjustments under this section has been separately documented and retained by the state.

As part of the examination process, we will gather all necessary documentation to support the
claimed expenditures for Medicaid and the uninsured. We maintain our work paper
documentation, along with the documents submitted by the hospital, in an electronic format that
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enables us to easily and efficiently store the documentation and make it available to others. The
documentation will be provided to the state agency upon request at the completion of each year’s
examination in a format requested by the state.

Verification 6: The information specified in paragraph (d)(5) of this Section includes a
description of the methodology for calculating each hospital’s payment limit under Section
1923(g)(1) of the Act. Included in the description of the methodology, the audit report must

specify how the State defines incurred inpatient hospital and outpatient hospital costs for
furnishing inpatient hospital and outpatient hospital services to Medicaid eligible individuals
and individuals with no source of third party coverage for the inpatient and outpatient hospital
services they received.

A detailed description of the methodology used in calculating the hospital-specific DSH limits will
be included in the documentation maintained for the state agency. The description will include the
definition of incurred inpatient and outpatient hospital costs. Much of this information will be
contained in the instructions and survey documents that are developed and distributed on an
annual basis to DSH participating hospitals.

The examination report will contain an Independent Accountant’s Report in accordance with
GAGAS standards. Following the accountant’s report will be the Communication on Internal
Control and the schedule of hospital-specific data elements specified by CMS in the final rule,
including a comparison of each hospital’s actual uncompensated care costs for the examination
period and the actual DSH payments made.

The reporting requirements in the final rule also require the examiner to identify any data
deficiencies or caveats identified during the examination process. Throughout the examination
process, as data issues or caveats arise, they will be fully documented in the examination work
papers. Data issues may include missing or incomplete records due to natural disaster, change of
ownership, or electronic data retention issues. As issues are identified, alternative procedures will
be utilized to verify the data. Any unresolved data issues or caveats will be documented and
disclosed in the final examination report as deemed necessary.

|
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Timeline
West Virginia Department of Health and Human Resources, Bureau of Medical Services
Proposed Project Time Line
Task Name Purpose Start 15 | Qtr1,2016 | Qtr2,2016 | Qtr3,2016 | Qtr4, 2016
c| Jan |Feb Mar| apr May! Jun | Jul |Auu Sep Oct|Ncw Dec
Approximate Date Contract Begins Fri 1/1/16 ¢ 11
Meet with state to discuss project and timelines To explain nature of procedures, answer questions,  Fri 1/1/16 | |
and obtain initial information
Update DSH survey tool to reflect any changes To ensure appropriate data collection and approvals  Fri 1/1/16 |
needed in the future and obtain necessary state
approvals
Gather necessary data such as MMIS reports, cost  To understand nature of payments made and develop Fri 1/1/16 |
reports, state plan, schedule of DSH payments, and examination plan
other data from state
Conduct annual DSH hospital training To educate and provide instructions to hospitals on  Mon 2/15/16 |
DSH examination and requested information
Send DSH surveys to hospitals Information on which hospital-specific procedures will Tue 3/1/16 ]
be performed
Obtain survey data from the hospitals Information on which hospital-specific procedures will Fri 4/1/16 [ |
be performed
Conduct desk reviews on the surveys Ensure the data used to determine hospital-specific ~ Fri 4/15/16 I
DSH limits is proper
Using risk-based approach, select hospitals for Conduct planning to ensure for an efficient Fri 7/15/16 ]
expanded procedures examination with the proper level of coverage
Completed expanded procedure desk reviews Ensure the data used to determine hospital-specific ~ Fri 7/22/16 I
DSH limits is proper
Petrform senior management review of desk To perform independent review of work papers to Mon 10/3/16 |
reviews and expanded desk reviews ensure that quality standards are met
Prepare draft examination report and submit to To allow state the opportunity to review a draft copy Mon |
state of the report and provide comments and/or 10/17/16
additional documentation
Meet with state to discuss draft examination report Discuss results of procedures with state Tue 11/1/16 -
and findings representatives and allow adequate time for response
Issue final examination report with state responses Summarize findings and comply with the DSH Audit ~ Fri 11/18/16 [ ]
for submission to CMS Rule
Task —— Milestone *

GAGAS Standards (4.1.5)

We will conduct the audit in accordance with GAGAS as defined by the Comptroller General of
the United States and the AICPA's Statements on Standards for Attestation Engagements

(SSAE).
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Deliverables (CRFQ Section 4.2)

We will issue a bound report that expresses an opinion on the six verifications established in the
final rule and meet all CMS requirements.

We understand the audits must meet the CMS reporting requirements as specified in 42 CFR
Parts 447 and 455 and CMS guidance and requirements. This will include the schedule of 21
(formerly18) data elements for each hospital.

We will provide BMS with an electronic version of the final report by November 30 of each year.
BMS will transmit the copies of the report to each hospital.

We will conduct an exit conference, via web conference, with the DHHR and BMS
representatives once a preliminary typed draft of the required engagement report has been
accepted by BMS. The exit conference will be scheduled for an agreed upon date after the
delivery of the typed draft to allow for adequate time for review and acceptance by BMS.

In addition, we will include the BMS’s responses in the final bound report when it is issued.

We shall give BMS and applicable DSH hospitals an opportunity to provide a written response to
management letter comments. BMS’s and applicable DSH hospitals’ identified contacts will be
provided an electronic copy of comments noted during the examination and will be given a
minimum of three business days by which responses should be provided. Written responses may
be provided in an electronic format. Responses will be reviewed to determine if a revision to the
comments is necessary.

The success of our internal training programs and our hands-on training is evidenced through the
opportunities that our professionals routinely have to present to national associations, provider
groups, state employees, and other stakeholders. In addition, they provide CPE compliant
training at internal conferences. Below is a select sample of our 2015 DSH-related training and
presentations, including the specific West Virginia DSH training:



&
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DSH Related Training for States

Training Date Audience Outcome
DSH Audit SFY 2013 9/2015 Ohio Hospitals
DSH Payment SFY 2016 | 8/2015 Georgia Hospitals and Our DSH training benefits both the
Association state and the hospitals. We have
DSH Audit SFY 2012 | 5/2015  \Washington Hospitals received repeated positive feedback
from the states that the training has
DSH Audit 2012 5/2015 Tennessee Hospitals increased efficiency in the audit
DSH Audit SFY 2012 4/2015  New Jersey Hospitals process by reducing individual
. . questions and issues. The hospital
DSH Audit SFY 2012 4/2015 Texas Hospitals
staff have expressed that the
DSH Payment SFY 2015 | 4/2015 Kansas Hospitals and training allowed them to understand
2016 and Audit SFY Association the process and has facilitated the
2012 gathering of information. The
DSH Audit SFY 2012 4/2015  Oklahoma Hospitals training has also resulted in more
hospitals completing their initial
DSH Audit SFY 2012 4/2015  \West Virginia Hospitals L
reports correctly and a reduction in
DSH Audit SFY 2012 3/2015 Louisiana Hospitals reports that must be resubmitted.
DSH Audit SFY 2012 3/2015  |Michigan Hospitals
DSH Audit SFY 2012 2/2015 North Carolina Hospitals
DSH Audit SFY 2012 2/2015  |Florida Hospitals
DSH Audit SFY 2012 2/2015 South Carolina Hospitals
DSH Audit SFY 2012 1/2015 Missouri Hospitals and
Association

In addition, below we have listed a sampling of other relevant presentations given in the past few

years:

Other Regulatory Health Care Training

Training Date Audience
The Importance of Program Integrity 9/2015 National Home and Community Based
Services (HCBS) Conference
A Medicaid Director's View of Program Integrity | 8/2015 National Association for Medicaid Program
in Managed Care Integrity (NAMPI) Annual Conference
Actionable Quality Data: Validating, Aligning 8/2015 Medicaid Enterprise Systems Conference
and Effectively Using
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Other Regulatory Health Care Training

Training Date Audience
Forensic Auditing 9/2014 HCBS Conference

Seven Questions You Should Ask About Your 9/2014 HCBS Conference
Managed Care Program

RAC'ing Up Recoveries: How Georgia is 8/2014 NAMPI Annual Conference
Partnering with its RAC to Recover Millions and
Enhance Program Integrity

Medicaid Managed Care: Helpful Hints for 8/2013 NAMPI Annual Conference

Effective Monitoring and Ensuring Compliance 8/2012

Certified Public Expenditures Training 12/2012 | Tennessee State Representatives

Health Care Fraud: The Government's 5/2012 VSCPA Health Care Industry Symposium
Response

Auditing 101 4/2012 CMS Regional Offices

Ensuring Training Objectives (4.2.6.1)

We have developed a comprehensive training program based on our knowledge and experience
providing DSH audits to 38 states. In addition, we are constantly revising our program based on
feedback, questions and issues raised by our state and hospital audiences. Presenting the
training is only a first step to ensuring the understanding of the DSH audit. We provide a copy of
the training for states and hospitals to reference as needed, are available to answer further
guestions, and work with hospitals as the begin their part of the audit.

Sample Training Materials (4.2.6.2)

We have provided sample training materials in Appendix F, G and H: Sample Training Materials.
These materials have been used in our presentations to West Virginia, Oregon and South
Carolina.

Training Schedule (4.2.6.3)

For the initial year, we will provide training via Webinar at least two weeks prior to the beginning
of field work. For Optional Renewal Periods, we will conduct training at least two weeks prior to
the beginning of fieldwork. We will also conduct DSH hospital training on-site for each year. In
addition, should any new regulations or CMS guidance/interpretations issued or regulation,
guidance orinterpretation changes arise, we will conduct training via Webinar within six weeks of
the update for the initial engagement and any Optional Renewal Periods. We agree to also
provide assistance and training to BMS represenatives as needed in calculating and processing
final DSH settlements.
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CMS Procedures (4.2.7.1)

We agree to make all adjustments to examination procedures and reporting that impact the scope
of the engagement upon future issuance of guidance by CMS, regardless of the timing of such
guidance.

Administrative/Expert Witness Services (4.2.7.2)

Should the need arise for any administrative, expert witness, or other services, we will represent
BMS. This includes providing services in the event of an audit, DSH hospital appeals, or receipt
of questions related to our work. We will provide these services (up to a minimum of 10 years)
until all litigation, claims and/or audit findings are resolved with the federal government regardless
of whether our contract period has expired. These services shall be provided at no additonal cost.



Contract Award/Pricing Page (crrqsectionss.1/2)

We have included our price estimate on the following pages. Our pricing is based on our
understanding of your request and our previous experience conducting the DSH audit for BMS
since 2010.

Because of the new requirement that we agree to supply all administrative, expert witness and
other services necessary to represent the Bureau in the event of an audit, DSH hospital provider
appeals or receipt of questions related to our work product up to a minimum of 10 years after the
expiration of the contract; at no additional cost, our total pricing to provide the requested services
has increased. As the additional required services are not ascertainable at this point in time, we
have included an estimated additional amount for these “yet to be determined” services. Please
note that we have kept our base audit service pricing in line with the prior year.
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CONTRACT CRFQ 0511 BMS1600000001
AWARD/PRICING December 9, 2015

;:;;':;Sinhgl Di“gso;t ¢ East State of West Virginia
% ashington Street Eas’ H

51| Post Office Box 50130 Request f°’_°"°tat'°"
{| Charleston, Wv 25305-0130 34 — Service - Prof

Proc Folder: 137714
Doc Description: Disproportionate Share Hospital DSH RFQ

Proc Type: Central Contract - Fixed Amt

Date Issued Solicitation Closes | Solicitation No Version
2015-11-12 2015-12-09 CRFQ 0511 BMS1600000001 1
13:30:00

BID CLERK

DEPARTMENT OF ADMINISTRATION

PURCHASING DIVISION

2019 WASHINGTON STE

CHARLESTON v 25305

us
[vewoor 0 0000000000000000O0O0]
Vendor Name, Address and Telephone Number:
MYERS AND STAUFFER LC
400 Redland Court, Suite 300
QOwings Mills, MD 21117
PH 410.581.4547 (Direct)/PH 800.505.1698 (Main)

FOR INFORMATION CONTACT THE BUYER
Robert Kilpatrick

(304) 558-0067

robert.p kilpatrick@wv.gov

Signature X //)/)ﬁk K M FEIN # 48-1164042 DATE December 7, 2015

All offers subject to all terms and conditions contained in this solicitation

Page: 1 FORM ID : WV-PRC-CRFQ-001
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per the attached instructions, conditions, and specifications.

PROCUREMENT OFFICER - 304-356-5052
HEALTH AND HUMAN RESOURCES
BUREAU FOR MEDICAL SERVICES

350 CAPITOL ST, RM 251

The West Virginia Purchasing Division,on behalf of the Agency, the WV Department of Health and Human Resources, Bureau for Medical
Services (BMS), is soliciting bids to establish a contract for audit services for the West Virginia Disproportionate Share Hospital (DSH) program,

PROCUREMENT OFFICER - 304-356-5052
HEALTH AND HUMAN RESOURCES
BUREAU FOR MEDICAL SERVICES

350 CAPITOL ST, RM 251

CHARLESTON WV25301-3709 CHARLESTON WV 25301-3709

us us

Line Comm Ln Desc Qty Unit Issue Unit Price Total Price

1 Audit Services SFY13 1 1 $381,000.00 $381,000.00
Comm Code Manufacturer Specification Model #

84111600

Extended Description :
Audit Services

PROCUREMENT OFFICER - 304-356-5052
HEALTH AND HUMAN RESOURCES
BUREAU FOR MEDICAL SERVICES

350 CAPITOL ST, RM 251

PROCUREMENT OFFICER - 304-356-5052
HEALTH AND HUMAN RESOURCES
BUREAU FOR MEDICAL SERVICES

350 CAPITOL ST, RM 251

CHARLESTON WV25301-3709 CHARLESTON WV 25301-3709

us us

Line Comm Ln Desc Qty Unit Issue Unit Price Total Price
2 Audit Services SFY14 1 1 $392,000.00 $392,000.00
Comm Code Manufacturer Specification Model #

84111600

Extended Description :
Audit Services

PROCUREMENT OFFICER - 304-356-5052

HEALTH AND HUMAN RESOURCES
BUREAU FOR MEDICAL SERVICES

350 CAPITOL ST, RM 251

PROCUREMENT OFFICER - 304-356-5052
HEALTH AND HUMAN RESOURCES
BUREAU FOR MEDICAL SERVICES

350 CAPITOL ST, RM 251

CHARLESTON WV25301-3709 CHARLESTON WV 25301-3709
us us
Page : 2
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Line Comm Ln Desc Qty Unit Issue Unit Price Total Price
3 Audit Services SFY15 1 1 $404,000.00 $404,000.00
Comm Code Manufacturer Specification Model #
84111600
Extended Description :
Audit Services
PROCUREMENT OFFICER - 304-356-5052 PROCUREMENT OFFICER - 304-356-5052
HEALTH AND HUMAN RESOURCES HEALTH AND HUMAN RESOQURCES
BUREAU FOR MEDICAL SERVICES BUREAU FOR MEDICAL SERVICES
350 CAPITOL ST, RM 251 350 CAPITOL ST, RM 251
CHARLESTON WV25301-3709 CHARLESTON WV 25301-3709
us us
Line Comm Ln Desc Qty Unit Issue Unit Price Total Price
4 Audit Services SFY16 1 1 $416,000.00 $416,000.00
Comm Code Manufacturer Specification Model #
84111600

Extended Description :
Audit Services

Line Event Event Date
1 Technical Questions due by 3;00pm 2015-11-24
Page: 3

|
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. Document Phase Document Description Page 4
BMS1600000001 Final Disproportionate Share Hospita IDSHRFQ | of 4

ADDITIONAL TERMS AND CONDITIONS

See attached document(s) for additional Terms and Conditions

|
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Additional Information (crrg sections 6-11)

We will comply with the requirements in the following CRFQ sections:

B Performance (6)
Payment (7)

Travel (8)

Facilities Access (9)

Vendor Default (10)

Miscellaneous (11): Please note that the primary Contract Manager for the
engagement will be as follows:

Diane Kovar
410.581.4544 (phone)
410.356.0188
Dkovar@mslc.com

|
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Appendix A: Quality Control
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f. The firm or its personnel engaging in any activity or undertaking any
transaction that may give the appearance that the firm is not
independent of a client or a health care provider, or their personnel.

g. The firm or its personnel engaging in any transaction, event,
circumstance, or action that would impair independence or violate the
firm's ethical policies.

2. When facing situations that raise potential independence threats not
specifically addressed by independence rules, one should report the matter to
the Quality Control Committee. Such threats will be evaluated by reference to
Conceptual Framework for AICPA Independence Standards contained in the
AICPA Professional Standards, Volume 2 ET §100, through professional
judgment to determine whether an independence breach exists. When
necessary, approprate authorities from AICPA or state CPA societies are
consulted. The firm will take appropriate action to mitigate the threat.

3. Notwithstanding the preceding guidance and list of prohibited transactions, at
the Quality Control Committee's discretion, prohibitions can be waived if
deemed in the best interest of the firm and if allowed by professional
standards.

The firm implements this policy through the following procedures:

Requiring all personnel to sign an Independence, Integrity, and Objectivity
Representation when hired, and annually thereafter, that acknowledges familiarity
with the firm's relevant ethical requirements policies and procedures, including
independence.

Requiring all personnel to promptly notify the Quality Control Committee of any
circumstances or relationships that may create a potential threat to independence
or an independence breach, so that appropriate action can be taken. To
acknowledge these responsibilities, personnel are required when hired, and
annually thereafter, to sign the Representation and list known circumstances and
relationships that may create a potential threat to independence or viclate the
firn's ethical requirements policy. The Code of Professional Conduct is contained
inthe AICPA Professional Standards, Volume 2 ET and is available in each
office. Authoritative resources and advice of the Quality Contrel Committee
should be ¢consulted when one is not sure if a transaction, event, or circumstance
may be a violation or should be reported.

Requiring all personnel to determine annually whether their situation (personal
and business) involves a prohibited transaction with a state agency or a health
care provider or their personnel. If one determines that a prohibited transaction
may exist, one is required to review the firm’s client list and related health care
provider lists. The time sheet program includes a listing of all state agency

contracts and is updated regularly. The engagement partner in charge of each

10



state agency contract maintains a current listing of all health care providers
covered under that contract. When hired, and annually thereafter, all perscnnel
are required to sign a representation that confirms this responsibility.

Assigning responsibility for obtaining a signed Independence, Integrity, and
Objectivity Representation from all personnel each year to the Quality Control
Committee. It is reviewed for completeness and information relating to identified
threats to ethical requirements. If a potential threat is identified, the Quality
Control Committee communicates relevant information to management so it can
take appropriate action to address identified threats. In determining a reseclution,
refer to paragraph 2 in the clarification above. Documentation of resolution is filed
in the employee’s personnel folder.

Requiring independence representations from other CPA firms when necessary.
During the course of performing an accounting and auditing engagement, the ET
may utilize a report prepared by another independent accountant to corroborate
the ET's independent findings. Under these circumstances, no independence
representation is required from the other auditors. On the other hand, if another
auditor performs a segment of our accounting and auditing engagement, a
separate independence representation is required from such auditor.

Assigning to the Executive Committee the primary responsibility for determining
whether there are unpaid fees by clients that would impair the firm's
independence and determine its impact.

Assigning to the Executive Committee the primary responsibility for determining
whether actual or threatened litigation has an effect on the firm's independence
with respect to a client.

Assigning to the engagement partner the responsibility for promptly notifying the
Quality Control Committee when personnel may have violated the firm's
independence or other ethics policies or procedures. The engagement partrer, in
consultation with the Quality Control Committee, may initiate other reasonable
steps to mitigate the firm's risk exposure.

Requiring notification of breach. If a breach of independence or other ethics issue
is identified, all parties that know of a possible breach in Ethical Requirements
should promptly notify the Quality Control Committee. The committee should
determine the facts and circumstances and promptly notify the Executive
Committee of the incident and recommended action. Recommended action for
each incident is determined by facts and circumstances and may include
eliminating a personal impairment, requiring additional training, drafting a
reprimand letter, or even termination.

Assigning to the Executive Committee resolution of breaches in ethical
requirements. The committee confirms its resolution to the Quality Control
Committee and notifies other affected parties.



Table of Selected Rules in the AICPA Code of Professional Conduct
(These rules apply to all persecnnel.)

Description of Rule

Location in Professional Standards™

Article | Responsibilities ET §52
Article Il The Public Interest ET §53
Article [l Integrity ET §54
Article [V Objectivity, Independence ET §55
Article V Due Care ET §56
Article VI Scope, Nature of Services ET §57
Rule 101 Independence ET §101.01

Rule 101 Interpretations

ET §101.02-19

Rule 102 Integrity and Objectivity

ET §102.01

Rule 102 Interpretations

ET §102.02-.07

Ethics Rulings

ET §191.001-229

* From AICPA Frofessional Standards, Volume 2




Appendix B: Resumes

Mr. Hilton has more than 33 years of audit and consulting
experience relating exclusively to performing health care
related services and applying Medicare and Medicaid
principles of reimbursement including cost report audits.
He is part of the firm wide leadership serving as the

Partner-In-Charge of the Cost Report Attest and DSH Audit

engagement team.
His relevant experience includes:

Oregon Health Authority (2009-present)

e Project director responsible for overseeing the
contract to perform audit procedures on the DSH
Payment Program. Responsibilities include
modification of audit program, scheduling,
reviewing completed engagements, supervising
staff, interaction with state and hospital
representatives.

West Virginia Department of Health and Human
Resources (2010-present)
e Project director responsible for completion of DSH
Audits for the State Fiscal Years 2005 through
2011.

Colorado Department of Health Care Policy and
Financing (2010-present)
e Project director responsible for completion of DSH
Audits for the State Fiscal Years 2005 through
2011.

Mark Hilton , CPA

Member (Partner)

EDUCATION

B.S., Accounting, Liberty
University

EXPERIENCE

33 years of
professional experience

CORE COMPETENCIES

health care auditing and
accounting on Medicaid DSH

health care auditing and
accounting with an emphasis
on Medicaid and Medicare
reimbursement

health care consulting with an
emphasis on fraud
investigation and litigation
support

e Project director responsible for completion of Hospital, FQHC, RHC cost report audits.

South Carolina Department of Health and Human Services (2006-present)
o Project director responsible for overseeing the project to perform audit procedures on the

state of South Carolina DSH Payment Program. Responsibilities include modification of
audit program, scheduling, reviewing completed engagements, supervising staff,
interaction with state and hospital representatives. Project director responsible for
performing Medicaid cost settlements on South Carolina hospitals. Responsibilities
include cost settlement program development, scheduling, reviewing of completed work
papers, supervising staff, and interaction with state and hospital representatives.



New Hampshire Department of Health and Human Services (2009-present)

e Project director responsible for overseeing the contract to perform audit procedures on
the state of New Hampshire DSH Payment Program. Responsibilities include
modification of audit program, scheduling, reviewing completed engagements,
supervising staff, interaction with state and hospital representatives.

U.S. Department of Justice (DOJ) (1997-present)

e Project director responsible for the oversight of the FBI Headquarters’ Health Care Fraud
Unit subcontract involving litigation support and the investigation of health care fraud
cases across the United States. Provide litigation support assistance to FBI Special
Agents, FBI Financial Analysts, Assistant United States Attorneys, U.S. DOJ Commercial
Litigation Trial Attorneys, State Attorneys, Chief Investigators of Medicaid Fraud Control
Units, U.S. Department of the Treasury Special Agents, U.S. Department of Treasury
Intelligence Analysts, U.S. Food and Drug Administration Office of Criminal Investigations
Special Agents, U.S. Department of Health and Human Services Office of Inspector
General Special Agents, National Insurance Crime Bureau Agents, and Government
Statisticians and Medical Experts.

e Project director responsible for providing litigation support services to the Department of
Justice Assistant United States Attorneys and attorneys representing the Commercial
Litigation Branch of the U.S. Department of Justice Civil and Criminal.

CERTIFICATIONS
Certified Public Accountant

PRESENTATIONS
“Medicare and Community Mental Health Centers,” Colorado Mental Health Center and Clinics
Association.

“Medicare and Reimbursable Bad Debts," and "Medicare Graduate Medical Education,” District of
Columbia Hospital Association.

“Medicaid Disproportionate Share Audits,” Mississippi Hospitals for the Mississippi Medicaid
Division.

“Medicaid Disproportionate Share Audits,” National Association of State Human Service Finance
Officers.

“Medicaid Disproportionate Share Audits,” New Hampshire Hospitals for the New Hampshire
Medicaid Division.

AFFILIATIONS
American Institute of Certified Public Accountants
Maryland Association of Certified Public Accountants
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Mark Hilton
CPE (Yellow Book)

2013-present

The Business Learning

Excel Macros - Advanced 6/8/2015 Institute 8
Institute on Medicare and Medicaid Payment American Health Lawyers
Issues 2015 3/27/2015 Association 22
Webcast: Ethics: It's Not Just What You Do, The Maryland Association
but How You Do It! 12/1/2014 of CPAs 4

Lessons Learned from Healthcare Fraud
Investigations for Virginia Program Integrity

Division 10/15/2014 = Myers and Stauffer LC 2
Institute on Medicare and Medicaid Payment

Issues 2014 3/28/2014 = AHLA 21
Ethics for OR CPAs - ETHXOR 6/6/2013 = PASS Online 4
Audit/Attest Training 5/24/2013 Myers and Stauffer LC 14
Institute on Medicare And Medicaid Payment

Issues 2013 3/22/2013 = AHLA 23.5
DSH Payment Examination Update 2/5/2013 = Myers and Stauffer LC 6.5
DSH Payment Examination Update 2/5/2013 = Myers and Stauffer LC 3

Credits Per Year: 2013 - 51 credits, 2014- 27 credits,
2015 - 30 credits Total Credits 108

www.mslc.com | page 49



For the past 29 years, Mr. Kraft has performed Medicare

and Medicaid audit, desk review and rate calculation John Kraft, cpA
services. He plays a key role in managing our Member (Partner)
disproportionate share hospital (DSH) audit contracts with

the states of South Carolina, New Hampshire, Connecticut,

Oregon, Tennessee, Rhode Island and West Virginia. In EDUCATION
addition, he has provided litigation support for our state B.S., Accounting and
Medicaid clients' cost report appeals. He also has Economics, Towson
performed various cost report audit services for Carefirst of University
Maryland, the former Medicare fiscal intermediary. Most
recently, he has been a key participant in health care
litigation support. EXPERIENCE
29 years
RELEVANT EXPERIENCE professional experience
DSH Program Audits-States of Connecticut,
Massachusetts, New Hampshire, Oregon, Rhode CORE COMPETENCIES
Island, Vermont, West Virginia, Tennessee and the health care auditing and
District of Columbia (2010-present) accounting with an emphasis
¢ Manages completion of DSH audits and related on Medicaid and Medicare
reports, oversees development of standard procedures reimbursement
and workpapers; manages audit teams and sets health care consulting with an
workload objectives and deadlines; advises clients on emphasis on fraud
complex DSH issues. investigation and litigation
support

Medicaid Cost Settlement Audits - States of Georgia,
New Jersey and Vermont (2009-present)

Manages and reviews field audits and desk reviews of

Medicaid cost reports for hospitals, FQHCs and RHCs; manages tentative settlement and
interim rate calculations; provides appeal and litigation support; oversees development of
standard workpapers, procedures and workload objectives.

State of South Carolina - DSH Program and Hospital Cost Settlements (2006-present)

Manages and reviews field audits and desk reviews of hospital Medicare cost reports and
DSH statistical data. Key participant in developing DSH and Medicaid cost settlement audit
and desk review programs and engagement planning guides. Developed Microsoft Excel
spreadsheets to calculate Medicaid cost settlements, and to summarize hospital
uncompensated care costs, hospital-specific DSH payment limits and DSH qualification
criteria. Experienced with HFS Medicare cost reporting software.

U.S. Department of Justice (DOJ) (1999-present)

Provides litigation support services for healthcare fraud investigations. Analyzes and
researches complex reimbursement issues and provides support for damage calculations.
Entities investigated include hospitals, clinics, pharmacies, medical transcription agencies,
durable medical equipment suppliers, among others. Experienced with Microsoft Access in
developing and analyzing large financial and statistical databases. Provides assistance with



witness depositions including development of questioning strategy, analysis of witness
testimony and preparation of exhibits. Experienced with maintaining and managing large
inventories of case documents.

State of Maryland Department of Health and Mental Hygiene - Medicaid Program (1986-

2006)

¢ Managed and reviewed field audits and desk review verifications of hospitals, ICF/MRs,
residential treatment centers, alcohol/drug treatment centers, home health agencies, federally
qualified health centers and nursing homes. Established departmental objectives and
managed the workload of a large staff of audit professionals. Developed detailed audit, desk
review and interim rate calculation programs and engagement planning guides for a number
of provider types. Monitored Medicare and Medicaid regulatory environment and updated
programs and procedures. Reviewed TEFRA target rate adjustment requests for Maryland
Medicaid providers.

State of Maryland Department of Health and Mental Hygiene - Medicaid Program (1993-

2011)

e Provided litigation support services for Medicaid cost report appeals. Analyzes appeal issues,
prepared hearing exhibits, provided hearing testimony and assisted with settlement
negotiations. Testified as expert witness in healthcare accounting and Medicare and
Medicaid reimbursement before the state of Maryland Office of Administrative Hearings.
Researched and prepared position papers for presentation to the state of Maryland Hospital
Appeal Board.

Centers for Medicare & Medicaid Services (CMS) (1990, 1997-1999)

¢ Reviewed and evaluated financial audit work of the Tennessee, Massachusetts and
Pennsylvania state Medicaid programs in conjunction with CFO Act.

o Key participant in the State Performance Evaluation and Comprehensive Test of
Reimbursement Under Medicaid (SPECTRUM) of the state of New York for CMS.

PRESENTATIONS

"Disproportionate Share Hospital Auditing,” State of Massachusetts Medicaid and Hospital
Personnel

"Disproportionate Share Hospital Auditing,” State of Rhode Island Medicaid and Hospital
Personnel

AFFILIATIONS

American Health Lawyers Association

American Institute of Certified Public Accountants
Association of Government Accountants

Maryland Association of Certified Public Accountants
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John Kraft
CPE (Yellow Book)

2013-present

Identifying Fraudulent Financial Transactions:

A Framework for Detection 11/15/2015 AICPA 1
Annual Accounting and Auditing Workshop:

FASB Accounting Standard Updates 11/8/2015 AICPA 2
4725J Ethics and Professional Conduct for Professional Education

Vermont CPAs 11/3/2015 | Services, LD 4
Audit Sampling: Substantive Audit Sampling -

An Introduction 11/1/2015 AICPA 1
Audit Sampling: Attribute Sampling for Tests of

Controls 11/1/2015 AICPA 1.5
Audit Sampling: Monetary Unit Sampling 10/25/2015 = AICPA 1

Audit Sampling: Classical Variables Sampling
Techniques; Selecting a Representative
Sample; Questions and Answers 10/25/2015 @ AICPA 1.5

Financial Statement Analysis: How to Conduct
an Analysis, Users of Financial Statements,

Case Study, and Forecasting Bankruptcy 10/18/2015 AICPA 1
Audit Sampling: Introduction to Basic Sampling

Concepts and Terms 10/18/2015 AICPA 1
Identity Theft Preventing, Detecting and

Investigating Identity Theft 10/4/2015 AICPA 2
Audit Workpapers: Conducting the Review;

Typical Shortcomings 10/4/2015 AICPA 1
Audit Workpapers: Basics 10/4/2015 AICPA 1

Governmental Accounting and Reporting:
Preparing the Government-Wide Financial
Statements, Footnote Disclosures and Other

Information 9/27/2015 AICPA 2
Governmental Accounting and Reporting:
Foundations and Budgetary Accounting 9/27/2015 AICPA 1

Ethics: Megatron Corp. - You are the
Corporate Controller/AA&C LLP - You are a
Member of the Practice Development
Committee 5/8/2015 = AICPA 2

Ethics: Pointer Electronics, Inc. You are the
Engagement Quality Review (Concurring)

Partner 5/8/2015 = AICPA 1
Institute on Medicare and Medicaid Payment American Health Lawyers

Issues 2015 3/27/2015 Association 16
2015 South Carolina Disproportionate Share South Carolina Hospital

Update 2/13/2015 Association 5.5

2014 Governmental and Not-for-Profit Annual
Update: Emerging Issues Affecting Not-for-
Profit Entities 12/14/2014 AICPA 1.5

Frequent Frauds Found in Governments and

Not-for-Profits: Interim Financial Reporting;
Grant Expense Allocations 12/14/2014 = AICPA 1

www.mslc.com | page 52



APPENDIX CRFQ 0511 BMS1600000001
December 9, 2015

2014 Governmental and Not-for-Profit Annual

Update: FASB Activities 12/7/2014 AICPA 2.5
2014 Governmental and Not-for-Profit Annual

Update: AICPA Activities 11/30/2014 = AICPA 2
2014 Governmental and Not-for-Profit Annual

Update: GASB Activities 11/22/2014  AICPA 5
2014 Governmental and Not-for-Profit Annual

Update: Federal Government Activities 11/15/2014  AICPA 2.5
Institute on Medicare and Medicaid Payment

Issues FY2014 3/28/2014 AHLA 20
Quality Control Monitoring 11/6/2013  Myers and Stauffer LC 1
Audit/Attest Training 5/24/2013 = Myers and Stauffer LC 13.5
Real-World Business Ethics For Auditors: How

Will You React? 5/6/2013 AICPA 5
2013 Institute on Medicare And Medicaid

Payment Issues 3/22/2013 AHLA 17
DSH Payment Examination Update 2/5/2013 = Myers and Stauffer LC 7.5
Credits Per Year: 2013 - 44 credits, 2014- 34.5 credits,

2015 — 45.5 credits Total Credits 124
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Ms. Kovar has over 17 years of experience with Myers and
Stauffer working on health care-related audits, fraud
investigations, and litigation support services. In addition to
being the project manager for West Virginia, she has
managed DSH audits in Oregon, South Carolina and
Connecticut. She has also worked on the DSH
engagements in Rhode Island and New Hampshire.
Outside of DSH, she has worked on health care
engagements with the Maryland Department of Health and
Mental Hygiene and CMS. Her relevant experience
includes:

West Virginia Department of Health and Human
Resources (2010-present)
e Project manager responsible for completion of
DSH Audits for the State Fiscal Years 2005
through 2011.

Oregon Health Authority (2009-present)

e Project manager responsible for completion of
DSH Audits for the State Fiscal Years 2005
through 2011

e Perform verifications of DSH claims data.

State of South Carolina - Department of Health and
Human Services (2006-present)
o Perform verifications of DSH claims data submitted

Diane Kovar, cPA
Senior Manager

EDUCATION

B.S., Accounting and
Economics, Pennsylvania
State University

EXPERIENCE

17 years
professional experience

CORE COMPETENCIES

health care auditing with an
emphasis on Medicare and
Medicaid reimbursement

Medicaid DSH auditing
Medicaid DSH consulting

by hospitals to the state of South Carolina, Department of Health and Human Services in
order to validate DSH payments made to the hospital providers.

State of Connecticut - Department of Social Services (2011-present)
e Perform verifications of DSH claims data submitted by hospitals to the state of
Connecticut, Department of Social Services in order to validate DSH payments made to

the hospital providers.

New Hampshire Department of Health and Human Services (2009-present)

e Perform verifications of DSH claims data.

Rhode Island Department of Human Resources (2010-present)

e Perform verifications of DSH claims data.

State of Maryland Department of Health and Mental Hygiene — Medicaid Program (2001-

2006)

e Conducted desk reviews and field audits of federally qualified health centers, residential
treatment centers, psychiatric hospitals, state facilities, and alcohol/drug treatment

centers.



e Conducted Medicare focused reviews and desk reviews of hospitals, skilled nursing
facilities, and rehabilitation facilities.

City of San Jose, California - Municipal Health Services Program (2001-2007)
e Performed audit of cost reports.

Centers for Medicare & Medicaid Services (CMS) (2000-present)
e Assisted in the planning, directing, and completing the CMS CFO audit (FY 2000-2004)
e Assisted in the planning, directing and completing the FY 2001 CMS accounts receivable
engagement (AdminaStar Federal - Cincinnati, Ohio).
e Participated in a CMS SAS-70 of a Medicare contractor in FY 2003 - FY 2006.
e Participated in a CMS accounts receivable agreed-upon procedures of a Medicare
contractor (FY 2003-2005).

e Participated in a CMS Medicare Advantage and/or Prescription Drug bid plan audit (FY
2005 - FY 2006).

U.S. Department of Justice (2001-present)
e Provides litigation support.

AFFILIATIONS
American Institute of Certified Public Accountants
Maryland Association of Certified Public Accountants
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Diane Kovar
CPE (Yellow Book)

2013-present

Governmental Accounting and Reporting: 12/2/2015 AICPA

Foundations and Budgetary Accounting

HFS T8 and Filing Tips for 6/30/2015 FYE 11/12/2015 Health Financial: Systems 1

Filers - Providers

HFS\Toyon HCRIS Database 11/4/2015 Health Financial: Systems 1

HFS Management Reports (Providers) 11/3/2015 Health Financial: Systems 1

Real-World Ethics: Pointer Electronics, Inc. - 7/29/2015 AICPA 1.5

You are the Engagement Quality Review

Partner

Real-World Business Ethics - Megatron Corp. - 7/28/2015 AICPA 1

You are the Corporate Controller

Real-World Business Ethics: Superlative 7/24/2015 AICPA 1.5

Software Corp. - You are the CFO

Excel Macros - Advanced 6/8/2015 | The Business Learning 8
Institute

Institute on Medicare and Medicaid Payment 3/27/2015 = American Health Lawyers 20

Issues 2015 Association

2015 South Carolina Disproportionate Share 2/13/2015 | South Carolina Hospital 5.5

Update Association

fx Engagement Training 6/9/2014 = Myers and Stauffer LC 4.5

Institute on Medicare and Medicaid Payment 3/28/2014 AHLA 21

Issues FY2014

DSH Applications 1/15/2014 Myers and Stauffer LC 5.5

Ethics Principles and Applications 6/19/2013 | LearnLive 4

Audit/Attest Training 5/24/2013 = Myers and Stauffer LC 14

Institute on Medicare And Medicaid Payment

Issues 2013 3/22/2013 = AHLA 23.5

DSH Payment Examination Update 2/5/2013 | Myers and Stauffer LC 7.5

Credits Per Year: 2013 - 49 credits, 2014- 31 credits,

2015 - 41.5 credits Total Credits 121.5
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Ms. Franey has worked in the Medicare and Medicaid audit

and investigation arena for over seven years. She has Beth Franey, CFE
performed and reviewed disproportionate share program Manager
desk reviews for Massachusetts, South Carolina,

Tennessee, West Virginia, Connecticut, Vermont and

Rhode Island and Medicaid cost settlements for South EDUCATION
Carolina. She managed Rhode Island's disproportionate B.S., Sociology, Towson
share program audits for State Fiscal Years 2009 -2011 University

and continues to oversee the audits for SFY 2012. She has
also performed health care litigation support and fraud
investigation in Federal health care programs. Her relevant EXPERIENCE

experience includes: 10 years

professional experience
Rhode Island Office of Health and Human Services

(2009-present) CORE COMPETENCIES
e Managed completion of disproportionate share health care auditing and
hospital audits for the State fiscal years 2009 and accounting of complex

2011. Medicaid programs
Disproportionate share program audits and hospital fraud research in Federal
cost settlements - States of Massachusetts, South health care programs
Carolina, Tennessee, West Virginia, Connecticut, health care fraud investigation
Vermont and Rode Island (2008-present) and litigation support

e Performs and reviews disproportionate share
hospital audits and Medicaid cost settlements

United States Department of Justice (2008-present)
¢ Provide litigation support for health care fraud investigations requiring in depth review
and analysis of financial records

Program Safeguard Contractor for the Centers for Medicare & Medicaid Services (CMS)
(2006-2008)
o Developed potential investigations of Medicare Parts A and B fraud by analyzing patterns
in claims data
e Reviewed and applied Medicare billings, policies and Local Coverage Determinations
(LCD) to apply complex regulatory information to billing practices supported outside law
enforcement to aid in Federal health care fraud investigations

AFFILIATIONS
Association of Certified Fraud Examiners
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Beth Franey
CPE (Yellow Book)

2013-present
Completion

Program Date Sponsor Name Credits
Financial Statement Analysis: How to Conduct
an Analysis, Users of Financial Statements,
Case Study, and Forecasting Bankruptcy 4/7/2015 AICPA 1
Financial Statement Analysis: Firm Valuation,
Causal Ratios, and Forecasting Sustainable

Growth 4/7/2015 AICPA 1.5
Financial Statement Analysis: Effect Ratios,

Analysis of Profitability, Case Studies 4/7/2015 AICPA 1.5
SEC Reporting: The Annual Report - Form 10-

K (Part 1 of 2) 4/7/2015 AICPA 2.5
Common Frauds and Internal Controls:

Revenue Cycles 4/5/2015 AICPA 2

Right the First Time: Special & Fundraising

Events, Allocation of Costs - Fundraising, Audit

Issues - Statement of Functional Expenses,

Namingﬂqhts, Recent Issues 4/5/2015 AICPA 1.5

Right the First Time: Contributed Services,

Split-Interest Agreements, Assessing Internal

Control Deficiencies, Capital Campaigns and

Contributions 4/5/2015 AICPA 1
Right the First Time: Financial Statements, Net

Asset Classifications, Consideration of Fraud,

Promises to Give, Distinguishing Contribution

from Exchange Transactions 4/5/2015 AICPA 1.5
Ethics: Superlative Software Corp. - You are

the CEO 4/3/2015 AICPA 1.5
Ethics: You are the Amended Return Preparer

and You are the Outside Tax Advisor 4/3/2015 AICPA 2
You are the Outside Attorney for the Controller

and the Tax Return Preparer 4/3/2015 AICPA 2.5

Forensic Accounting Investigative Practices:

Searching for Hidden Assets, Forensic

Accounting Reports, and Expert Witness

Testimony 3/24/2015 AICPA 1

Forensic Accounting Investigative Practices:
Evidence in the Investigative Process and

Conducting Interviews 3/24/2015 AICPA 1
Forensic Accounting Investigative Practices:
Tools Used in Forensic Investigations 3/24/2015 AICPA 1
Forensic Accounting Investigative Practices:
Forensic Accounting 3/24/2015 AICPA 1

Documenting Fieldwork: Audit Tests,
Workpaper Critique, Improving Workpaper

Critique 3/23/2015 AICPA 1
2014 Governmental and Not-for-Profit Annual

Update: AICPA Activities 3/23/2015 AICPA 1.5
Documenting Fieldwork: Preparation,

Maintenance, Types of Workpapers 3/23/2015 AICPA 1.5
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2014 Governmental and Not-for-Profit Annual
Update: FASB Activities

Studies on Audit Deficiencies: Engagement
Letters, Yellow Book CPE, The GAO and
Independence, Single Audit or Program-
Specific Audit

Studies on Audit Deficiencies: Management
Representation Letters, Yellow Book andA-133
Reporting Issues

Internal Fraud: Analytical Techniques

Internal Fraud: Responses to Fraud, Interview
Techniques, and Seeking Criminal Prosecution

A&A Issues Facing CPAs: Non-exchange
Transactions in Government; NPO Accounting
for Special Events

Government Auditing Standards: Standards for
Financial Audits and Attestation Engagements

Government Auditing Standards: Fieldwork
and Reporting Standards for Performance
Audits

Identifying Fraudulent Financial Transactions:
An Introduction to Financial Statement Fraud,
The Profession's Focus on Financial
Statement Fraud

Identifying Fraudulent Financial Transactions:
Inadequate Disclosure Fraud, Fraud
Prevention

Identity Theft: Finding Identifying Information
on the Internet, Investigating Identity Theft,
and Detecting and Preventing Identity Theft

Ethics: Megatron Corp. - You Are the
Corporate Controller/AA&C LLP - You Are a
Member of the Practice Development
Committee

Frequent Frauds Found in Governments and
Not-for-Profits: Personnel Fraud; Fictitious
Employees; Overtime Fraud

Frequent Frauds Found in Governments and
Not-for-Profits: Misuse of Assets

Frequent Frauds Found in Governments and
Not-for-Profits: Management Override; Bribes
and Kickbacks

Frequent Frauds Found in Governments and
Not-for-Profits: Pledges and Contributions;
Procurement Cards

Frequent Frauds Found in Governments and
Not-for-Profits: Interim Financial Reporting;
Grant Expense Allocations

Frequent Frauds Found in Governments and
Not-for-Profits: Misappropriation of Benefits;
Off-site and Out of Sight

Ethical Theory for Fraud Examiners (2014)

Institute on Medicare and Medicaid Payment
Issues FY2014

3/23/2015

3/20/2015

3/20/2015
3/20/2015

3/20/2015

3/19/2015

3/19/2015

3/19/2015

3/19/2015

3/19/2015

3/19/2015

3/18/2015

3/18/2015

3/18/2015

3/18/2015

3/18/2015

3/18/2015

3/18/2015
11/26/2014

3/28/2014

AICPA

AICPA

AICPA
AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA

AICPA
ACFE

AHLA

21
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Ethical Issues for Fraud Examiners 10/10/2013 ACFE 2
Five Fraud Magazine CPE Quizzes 10/4/2013 ACFE 10
Audit/Attest Training 5/24/2013 Myers and Stauffer LC 14
Institute on Medicare And Medicaid Payment

Issues 2013 3/22/2013 = AHLA 25.5
Credits Per Year: 2013 — 51.5 credits, 2014- 23 credits,

2015 - 57 credits Total Credits 131.5
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Mr. Hicks provides consulting and public accounting
services to state Medicaid agencies addressing health care
reimbursement issues. Mr. Hicks leads various
Medicare/Medicaid accounting, auditing, rate setting, and
consulting engagements.

Mr. Hicks is responsible for working with clients to set up
various audit and consulting engagements. His duties
include setting up the initial project requirements,
communicating with the clients, ensuring adequate staffing,
quality assurance, training, and supervisory reviews. His
relevant experience includes:

Disproportionate Share Hospital Audits

Mr. Hicks serves as the lead for several of the firm's DSH
audit contracts. He has been involved with the Medicaid
DSH audits from the beginning of the first audits for 2005.
He has established procedures and protocol for completing
the DSH audits in accordance with federal regulations
published in the December 19, 2008, Federal Register. Mr.
Hicks has conducted Medicaid DSH audit training sessions
for the Florida, Kansas, Louisiana, Missouri, New Jersey,
North Dakota, and Kentucky Medicaid programs to educate
hospital providers on the new federal DSH audit regulation.

Mr. Hicks has also worked with CMS on their audit of the
state of Missouri's DSH audit report. He was actively
involved in meeting with CMS officials to explain and assist
in their review of the submitted DSH audit.

Mr. Hicks continues to regularly monitor and comment on

Robert Hicks, cpa
Member (Partner)

EDUCATION

B.S., Accounting, University of
Missouri at Kansas City

EXPERIENCE

19 years
professional experience

CORE COMPETENCIES
cost report auditing

Medicaid DSH auditing and
consulting

nursing facility case mix rate
setting

cost report development
expert witness

develops course curriculum
and conducts training for
department personnel,
providers and Myers and
Stauffer project teams

all proposed DSH audit regulations and policy. He currently oversees the DSH audits for
Missouri, Florida, New Jersey and Louisiana in addition to assisting on audits and quality reviews

of various other states.

DSH Program Data Collection, Payment Calculation and Consulting Services
Mr. Hicks oversees the Kansas DSH calculations and the Louisiana non-rural community hospital
DSH calculations. His duties on both projects include supervising staff in the collection of cost
report data, claims data, and uninsured data for use in the calculation of DSH payments. He also
reviews the actual calculations based on the state plan and produces final payment notifications

to all eligible hospitals.

Beyond the actual DSH payment calculations, Mr. Hicks consults with states on their state plan
amendments and assists in fiscal impact modeling as needed. Support also includes assisting in
the interpretation of the DSH rules and meetings with the hospital associations as needed.



Currently Mr. Hicks is serving as an expert witness for two states in relation to hospital
reimbursement rates and hospital DSH payment calculations.

Cost Report Audits and Settlements
Mr. Hicks has significant cost report auditing and reimbursement experience including 18 years
performing audits and desk reviews of Medicare and Medicaid cost reports.

Mr. Hicks supervises nursing facility desk reviews, focused audits, and field audits for New Jersey
Medicaid and hospital desk reviews and field audits for Florida Medicaid. His involvement
includes supervising staff auditors, participating in on-site audits, and performing supervisor
reviews of audits.

In 2011, Mr. Hicks supervised hospital desk reviews, focused audits, and field audits for North
Carolina Medicaid. His involvement includes supervising staff auditors, participating in on-site
audits, and performing supervisor reviews of audits.

Mr. Hicks has assisted Louisiana Medicaid in the design of their nursing facility, adult day health
care, and intermediate care facility cost reports. In addition, Mr. Hicks served as a consultant to

the Medicaid program on audit issues related to their nursing facilities and home and community
based services.

PRESENTATIONS
“DSH Audits,” Missouri, Kentucky, North Dakota, 2009-2013.

“DSH Audit Update,” HFMA, 2014.

“DSH Update,” Louisiana Hospitals, Baton Rouge, Louisiana, 2013.

“DSH Data Collection,” Louisiana Rural Hospital Coalition, Baton Rouge, Louisiana, 2010.
“‘DSH Update,” Missouri Hospitals, Webinar, 2013.

“DSH Audits,” Missouri, Florida, Louisiana, New Jersey and Kentucky, 2014.

“2552-10 Medicare Cost Report,” Myers and Stauffer Training Workshop, Baltimore, Maryland,
2011.

AFFILIATIONS
American Institute of Certified Public Accountants
Missouri Society of Certified Public Accountants
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Robert Hicks
CPE (Yellow Book)

2013-present

Managed Care Training for SFY 2014 10/29/2015 | Myers and Stauffer LC 14.5
Professional Ethics: The AICPA's

Comprehensive Course 8/31/2015 AICPA 8.5
Critical Issues Facing Accounting

Professionals and Public Practitioners in 2015 5/12/2015 = Western CPE 6
World's Liveliest Accounting Update 2015 5/11/2015 | Western CPE 6
Minimizing Audit Supervision and Review Time 12/16/2014 = Western CPE 3
New Jersey Law and Ethics Webinar 11/25/2014 NJCPA 4
Florida Medicaid Hospital Cost Reporting /

Rate-Setting Training 7/10/2014 Myers and Stauffer LC 2
Florida Medicaid Hospital Cost Reporting /

Rate-Setting Training (teaching credit) 7/10/2014 Myers and Stauffer LC 7.5
Nursing Facility Rate Setting 5/7/2014 = Myers and Stauffer LC 11
Latest Developments in Government and

Nonprofit Accounting and Auditing 2013 12/4/2013 = Surgent McCoy 8
Social Security and Medicare (WCL5-KC) 12/3/2013 | MSCPA 4
AUDIT/ATTEST TRAINING 5/24/2013 = Myers and Stauffer LC 14
DSH Examination Update 2/5/2013 | Myers and Stauffer LC 4
DSH Payment Examination Update 2/5/2013 | Myers and Stauffer LC 7.5
Credits Per Year: 2013 — 37.5 credits, 2014- 27.5

credits, 2015 - 35 credits Total Credits 100
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State of West Virginia
Schedule ol Annual Reporting Requirensnts [tahle)
Vo the Year Foded [une 30, 2001%

Tefinition af 1 Cate: The definition of care was basod an undance published by CMS in the 73 Fod. eg 77004 dnted December 19, 2000 and the 8 Fed Reg 71679 dated Deeermber 3, 2014, The ealeulated uncompensated eare costs (1)
represent the net uneompunsated costs of providug inpatient and vutpulivnl hespaal servces w Redicad eligblu ndividuals and indrvahusls with nu seuree uf turd party eoverage for Ui mpatent and utpativnl hospilal serices receeed
The LICE: tor thesa patiant prav)ss was clculstad USIng Madlcs s cost rapoTting Mathods, nd utili7ad the Medicara cost rapart, Kedicald Paid CI3Ims Summarias, md HOspitsl.Providad Dt TAtal URCOmasstad £AFE COSTS IAPrasaitts the net
uncompensated care costs of providing inpatient and sutpatient hospital services to patients that fal into one ofthe fallowing Medicaid in-Stave and out-of-State pasment categories: Medicaid primary,
Ceavsovrs, Managed Care Meslicaid peinary, Sanagel Care Meslicaid Crossover, and Uninsurend wdividuals wuh ne source of thurnd party coverae fur che npatiendand outpatent bospital services sevenal, The cest of servves far vach of
these pry ment calegories v calculated using the AppropTiate ner diems or cost-tn-charge ratins fram each hospital's Medicare st Kepart, These costs were then recuced hy the tatal payments received for the services provided, incluing,
any supplemantal Medicaid payments and Section 1011 papments where apjalicable.

1) XIpuaddy
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Hospital Kirime Limit Rane Hate SalRic  Papments  Paymems  Paymens  Paymems  Services Care st Revenues  Paymems  CostafCare  Care Costs Caretnsis  Mecemed  Heceived  Numher  Number  Cos
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KUADDUS HOSPLIA) u u o o u v o o v v y u o
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WERSTER COUNTY MEMORIAL HOSPITAT wooy, " n " o n 0 o o 0 I n a o
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RIVER PARK | IO5PITAL 2176 % o o a 0 0 a o 4] 0 0 a a
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Appendix D: CMS Acceptance

iyt -
COMMONWEALTH of VIRGINIA
Department of Medical Assistance Services
CYNTHIA B, JONLS 600 LAST BROAD STRELT

DIRECTOR SUITE 1300
RICHMOND, VA 23219

November 30, 2015

Dear Sir/fMadam:

[ am writing on behalf of the Department of Medical Assistance Services (DMAS) to
provide a professional confirmation regarding Myers and Slaulfer LC's
Disproportionate Share Hospital {DSH) audit work for the state of Virginia.

Myers and Stauffer (or its predecessor PHBY Partners/Clifton Gunderson) has served
DMAS since 1593, performing DSH audit work since 2009. By my signaturc on this
letter, [ certify that the following DSH Audit Reports (prepared by Myers and Stauffer
LC and/or its predecessor PHBV Partners/Clifton Gunderson) were accepted by the
Centers for Medicare & Medicaid Services:

. SFY 2011
. 5FY 2010
. SFY 2009

Please feel free to contact me if you have any questions at 804-225-4587 or by e-mail al
mary hairston@dmas.virginia.gov.

Mary Hairston

Healthcare Reimbursement Manager
Provider Reimbursement Division
Department of Medical Assistance Services
600 East Broad Street, Suite 1300
Richmond, VA 23219

Fax: 804 371 8892
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STATE OF NEW HAMPSHIRE
DEPARTMENT OF HEALTH AND HUMAN SERVICES
OFFICE OF MEDICAID BUSINESS AND POLICY

Nicholas A. Toumpas 129 PLEASANT STREET, CONCORD, NH 03301-3857

Commissioner 603-271-9422  1-800-852-3345 Ext. 9422
Fax: 603-271-8431 TDD Access: 1-800-735-2964 www.dhhs.nh.gov

Kathleen A, Dunn
Associate Commissioner

November 25, 2015

Dear Sir/Madam:

I am writing on behalf of the Department of Health and Human Services to provide a
professional confirmation regarding Myers and Stauffer LC's Disproportionate Share
Hospital (DSH) audit work for the state of New Hampshire.

Myers and Stauffer has served Department of Health and Human Services since
September 9, 2009. By my signature on this letter, I certify that the following DSH
Audit Reports (prepared by Myers and Stauffer LC and/or its predecessor PHBV
Partners/Clifton Gunderson) were accepted by the Centers for Medicare & Medicaid

Services:
e SFY 2011 e SFY 2007
e SFY 2010 e SFY 2006
e SFY 2009 ® SFY 2005
e SFY 2008

Please feel free to contact me if you have any questions at 603-271-9530 or
Daniel.T.Rinden@DHHS.State.NH.US.

Sincerely,

Daniel Rinden
Administrator

The Department of Health and Human Services’ Mission is to join communities and families
in providing opportunities for citizens to achieve health and independence.
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South Carolina DSH Training
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Client#: 52154

ACORD.

CERTIFICATE OF LIABILITY INSURANCE

MYERSTA

DATE (MMBDAYYYY}
05/11/2015

REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

THIS CERTIFICATE 15 ISSUED AS A MATTER OF INFORMATION QNLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER, THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED

cerlfflicate holdar in fieu of such endorsement(s).

IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the poiicy({ies) must be endorsed. If SUBROGATION 15 WAIVED, subject to
the terms and conditions of the palicy, certain poiicies may require an endorsement. A statement on this certificate does not confer rights ta the

PRODCUCER
CBIZ Insurance Servicas
9755 Patuxent Woods Drive

TORTACT
HAME:

| PHONE, £y, 810-862-2249 [T Nk

EMAL <. DLCBIZRISK&Consulting@chbiz.com

Suite 200 AFFORDING COVERAGE MAIC #
Columbia, MD 21046 \surer A ; Hartford Casualty Insurance Co 20424
INSURED INSURER B :
Wyars and Stauffer, LC
- INSURER € :
700 W. 4Tth Strest, Suite 1100 :
_ INSURER D ©
Kansas City, MO 64112
SNSURER E :
INSURER F ¢

COVERAGES CERTIFICATE NUMBER:

REVISION NUMBER:

THIS 18 TO GERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING AMY REQUIREMENT, TERM OR CONDITION OF ANY GONTRAGT OR OTHER DOCUMENT WITH RESPECT TO WHIGH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS.
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

'2‘5{‘ TYPE OF INSURANCE mns'f; u‘,j\?uR POLICY NUMBER ;mﬁ%ﬁ%ﬁ, gmﬁﬁfﬁ’\"i, LIMTS
; T
A | GENERAL LIABILITY 425BAUHBE95 05/01/2015| 05/01/2016 £ACH OCCURRENCE $1,000,000
X| COMMERCIAL GENERAL LIABILITY B LG $300,000
J CLATMS-MADE E QCCUR MED EXP {Any one parsan) | 510,000
PERSONAL & ADY MJURY | 1,000,000
GENERAL AGCREGATE 52,000,000
GEN1. AGGREGATE LIMIT APPLIES PER: PROCUCTS - COMP/OP AGG | $§2,000,000
POLICY RS Loc $
A | AUTOMOBILE LABRITY 425BAUHSB95 0510172015 | 05/01/2016 GO ENEL SRCLE LM T 4 664 000
AHY AUTO BADILY INJURY (For parson) | §
] ALLOwnED SCHEDULED "
o s
| X| nreoauros | X | RGHERMED o ntonts 5
$
A | X|{UMBRELLAUAE | X |gcoun 425BAUHBA95 I05/01/2015|05/01/2016 £ACH OCCURRENCE s4. 000000 |
EXCESS LAB CLAIME-MADE AGGREGATE $4,000,000
DED i X| RETENTION 510000 $
WORKERS COMPENSATION WC ETATU-
AND EMPLGYERS' LIABILITY YIN TORY LIMITS
ANY PROPRIETCR/PARTNER/EXECUT VE
CFFICERMEMBER EXCHLUDED? NrA £ L. EACH ACCIDENT L]
{Mandatary In NH) E L DISEASE - EA EMPLQYE% s
I yos, describe under
BESCRIPTIOH CF OPERATIONS balow E.L. DISCASE - POLIEY LIMIT

M & S Consuiting

DESCRIFTION OF OPERATIONS / LOCATIONS { VEMICLES {Atich ACORD 10, Additlonal Remarks S chedule, € more space |s required)

CERTIFICATE HOLDER

CANCELLATION

Depariment of Administration, Purchasing Division
Attn: Robert P Kilpatrick

2019 Washington Street East

Charleston, WV 26305-0130

SHOULD ANY DF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFDRE
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DEUVERED N
ACCORDANCE WITH THE POLICY PROVISIONS.

AUTHORIZED REPRESENTATIVE

CBIZ Insurance Services, Inc.

ACORD 25 {2010/05) 1 of1
#51104457/M1104448

© 1988-2010 ACORD CORPORATION. All rights reserved.

The ACORD name and logo are registered marks of ACORD

PLC
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ACCIRIED
e

CERTIFICATE OF LIABILITY INSURANCE

DATE {MMDTFETITY
12/04/15

AEPRESENTATIVE GR PRODUCER, AND THE CERTHHICATE HOE DER.

THES CERTIFICATE IS ISSUED AS A MATIER OF INFORMATION CHLY AND CONFERS NO RICHTS UPOH THE CERTIHCATE HOLDER. THIS
CERTIFHCATE DOES WOT AFFRMATIVELY OR NEGATIVELY AMEND, EXTEND 0GR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELGW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE BMSUING INSURER({S:, AUTHORIZED

certificate holder in Heu of such endorsementfs).

HAPORTANT. ¥ the cantificate holder iz an ADDETIONAL INSUREL. the policyfies} must be erdorsed. If SHBROGATION |5 WANED, subject to
ihe terns and condittons of the poficy. certain policies may require an endorsese. A statemeni en this ceriificate does not eonfer rights 1o the

FRODUCER gg&g“
Aon Insurance Services PHONE [FE s
200 East Randolph Street i e
Chicago, IL 60601 PESURERS) AFFORBINT COYERATE BAL §
menpER - Continental Casualty Company (CNA)
HRURED BAHRERE -
Myers and Stauffer LC HSHRERE -
700 W, 47 h Street, Suite 1100 4 HRERE -
Kansas City, Mo 64112, {HIURERE -
HSHRERF ©

COVERAGES CERTIFCATE NUMBER:

REVISION RUMBER:

ThE 43 70 CERTIFY THAT THE POLICIES OF HESURARCE CISTED BELT
HOICATED. MOTWATHSTAMCERNG ANY REQUIREWENT, TERM OR CONDITHIN
CERTIFICATE MAY BE ISSUED OR WAY PERTAN, THE INSURARCE AFF(y

¢ HAVE BEEM IASUED TG THE IKSURED Ha

D BY
EXCEUSIRE SN0 CONDITIONS OF SUCH POAKCIES. LIRETR SHDVIN MAY HAVE SEEM BEDL

YE FOR THE POLICY PERIGD
1 RETFECT T WHICH THIE
ECT 7O ALL THE TERMS,
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| APPENDIX

Client#: 2372 CBIZINC
ACORD. CERTIFICATE OF LIABILITY INSURANCE o anots
10/14/2015
THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S}, AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

" IMPORTANT: If the certificats hoider is an ADDITIONAL INSURED, the policy(ies) must be endorsed. If SUBROGATION IS WAIVED, subject to
the terms and conditlons of the policy, certain policies may require an endorsement. A statement on this certificate does not confer rights to the
certificate holder In lieu of such endorsement(s).

PRODUCER N 3 Ly

CBIZ Insurance Services, Inc. Wm M = H’ﬁ.m:

700 West 47th Street, Suite 1100 EMAL DL CBIZRisk&Consulting@chiz.com

Kansas City, MO 64112 s AFFORDING - .

816 945-5500 \nsurer A : Hartford Insurance- Commi Lines

INSURED INSURER B :

CBIZ, Inc. and subsidiaries T

6050 Oak Tree Blvd., South, Suite 500 SRR

Cleveland, OH 44131 — ' o T
INSURERE :
INSURER F :

COVERAGES CERTIFICATE NUMBER: REVISION NUMBER:

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANGE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD

INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS

CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
~ EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

el TYPE OF INSURANCE B s POLICY NUMBER DIV P) DO YY) LTS

GENERAL LIABILITY EACH OCCURRENCE g
COMMERCIAL GENERAL LIABILITY Bﬁ%ﬁ igﬁgmj s
CLAIMS-MADE OCCUR MED EXP (Any one parson) 5
n o o ERSDNAL&AD\I INJURY 3
el GENERAL AGGREGATE 3
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NON-OWNED PROPERTY DAMAGE $
|___| mirED AUTOS AUTOS {Par accident)
]
UMBRELLA LIAB OCCUR - EACH OCCURRENCE $
EXCESS LIAB CLAIMS-MADE s
RETENTION § 3
A_|TORKkERS CONPENBATION ” 3TWNS46900 0302015 09/302016 X [{S:¥hles [ 18] |
A [muy propriETORPARTIEREXECUTVE LT | 37WBRS46901WI 9/30/2015| 09/30/2016 £.L. EACH ACCIDENT $1,000,000
{Mandatory In NH) £.L. DISEASE - EA EMPLOYEE| $1,000,000
If yes, describe under
| | DESCRIPTION OF OPERATIONS below E.L DISEASE - poLicY UmiT | 31,000,000
DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES (Attach ACORD 101, Additional Remarks Schedule, If more space Is raquired)
M & S Consulting
_CERTIFICATE HOLDER CANCELLATION
SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
DHHR Office of Purchasing THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN
Attn: Robert Price ACCORDANCE WITH THE POLICY PROVISIONS.
One Davis Square, Suite 100
chﬂl’lﬁﬂlﬂn, WV 25301 AUTHORIZED REPRESENTATIVE
| CBIZ Insurance Services, Inc.
©® 1988-2010 ACORD CORPORATION. All rights reserved.
ACORD 25 (2010/05) 1 of1 The ACORD name and logo are registered marks of ACORD
#51203448/M1201687 51LW
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WV STATE GOVERNMENT

HIPAA BUSINESS ASSOCIATE ADDENDUM

This Health Insurance Portability and Accountability Act of 1996 (hereafter, HIPAA)
Business Associate Addendum ("Addendum”) is made a part of the Agreement (“Agreement”)
by and between the State of West Virginia (“Agency”), and Business Associate (“Associate”),
and is effective as of the date of execution of the Addendum.

The Associate performs certain services on behalf of or for the Agency pursuant to the
underlying Agreement that requires the exchange of information including protected health
information protected by the Health Insurance Portability and Accountability Act of 1996
("HIPAA"), as amended by the American Recovery and Reinvestment Act of 2009 (Pub. L. No.
111-5) (the "HITECH Act"), any associated regulations and the federal regulations published at
45 CFR parts 160 and 164 (sometimes collectively referred to as "HIPAA"). The Agency is a
“Covered Entity” as that term is defined in HIPAA, and the parties to the underlying Agreement
are entering into this Addendum to establish the responsibilities of both parties regarding
HIPAA-covered information and to bring the underlying Agreement into compliance with HIPAA.

Whereas it is desirable, in order to further the continued efficient operations of Agency to
disclose to its Associate certain information which may contain confidential individually
identifiable health information (hereafter, Protected Health Information or PHI); and

Whereas, it is the desire of both parties that the confidentiality of the PHI disclosed
hereunder be maintained and treated in accordance with all applicable laws relating to
confidentiality, including the Privacy and Security Rules, the HITECH Act and its associated
regulations, and the parties do agree to at all times treat the PHI and interpret this Addendum
consistent with that desire.

NOW THEREFORE: the parties agree that in consideration of the mutual promises
herein, in the Agreement, and of the exchange of PHI hereunder that:

1. Definitions. Terms used, but not otherwise defined, in this Addendum shall have the same
meaning as those terms in the Privacy, Security, Breach Notification, and Enforcement
Rules at 45 CFR Part 160 and Part 164.

a. Agency Procurement Officer shall mean the appropriate Agency individual
listed at: http://www.state. wv.us/admin/purchase/vrc/agencyli.html.

b. Agent shall mean those person(s) who are agent(s) of the Business Associate,
in accordance with the Federal common law of agency, as referenced in 45 CFR
§ 160.402(c).

c: Breach shall mean the acquisition, access, use or disclosure of protected health
information which compromises the security or privacy of such information,
except as excluded in the definition of Breach in 45 CFR § 164.402.

s 8 Business Associate shall have the meaning given to such term in 45 CFR §
160.103.
e. HITECH Act shall mean the Health Information Technology for Economic and
Clinical Health Act. Public Law No. 111-05. 111" Congress (2009).
1
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f. Privacy Rule means the Standards for Privacy of Individually Identifiable Health
Information found at 45 CFR Parts 160 and 164.

g. Protected Health Information or PHI shall have the meaning given to such term
in 45 CFR § 160.103, limited fo the information created or received by Associate
from or on behalf of Agency.

h. Security Incident means any known successful or unsuccessful attempt by an
authorized or unauthorized individual to inappropriately use, disclose, modify,
access, or destroy any information or interference with system operations in an
infermation system.

i Security Rule means the Security Standards for the Protection of Electronic
Protected Health Information found at 45 CFR Parts 160 and 164.

i Subcontractor means a person to whom a business associate delegates a
function, activity, or service, other than in the capacity of a member of the
waorkforce of such business associate.

2. Permitted Uses and Disclosures,

a. PHI Described. This means PHI created, received, maintained or transmitted on
behalf of the Agency by the Associate. This PHI is governed by this Addendum
and is limited to the minimum necessary, to complete the tasks or to provide the
services associated with the terms of the original Agreement, and is described in
Appendix A.

b. Purposes. Except as otherwise limited in this Addendum, Associate may use or
disclose the PHI on behalf of, or to provide services to, Agency for the purposes
necessary o complete the tasks, or provide the services, associated with, and
required by the terms of the original Agreement, or as required by law, if such
use or disclosure of the PHI would not violate the Privacy or Security Rules or
applicable state law if done by Agency or Associate, or violate the minimum
necessary and related Privacy and Security policies and procedures of the
Agency. The Associate is directly liable under HIPAA for impermissible uses and
disclosures of the PHI it handles on behalf of Agency.

c. Further Uses and Disclosures. Except as otherwise limited in this Addendum,
the Associate may disclose PHI to third parties for the purpose of its own proper
management and administration, or as required by law, provided that (i) the
disclosure is required by law, or {ii) the Associate has obtained from the third
party reasonable assurances that the PHI will be held confidentially and used or
further disclosed only as required by law or for the purpose for which it was
disclosed to the third party by the Asscciate; and, (iii) an agreement to notify the
Assaociate and Agency of any instances of which it (the third party) is aware in
which the confidentiality of the information has been breached. To the extent
practical, the information should be in a limited data set or the minimum
necessary information pursuant to 45 CFR § 164.502, or take other measures as
necessary to satisfy the Agency's obligations under 45 CFR § 164.502.
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3. Obligations of Associate.

a. Stated Purposes Only. The PHI may not be used by the Associate for any
purpose other than as stated in this Addendum or as required or permitted by
faw.

b. Limited Disclosure. The PHI is confidential and will not be disclosed by the
Associate other than as stated in this Addendum or as required or permitted by
law. Associate is prohibited from directly or indirectly receiving any remuneration
in exchange for an individual's PHI unless Agency gives written approval and the
individual provides a valid authorization. Associate will refrain from marketing
activities that would violate HIPAA, including specifically Section 13406 of the
HITECH Act. Associate will report to Agency any use or disclosure of the PHI,
including any Security Incident not provided for by this Agreement of which it
becomes aware.

€ Safeguards. The Associate will use appropriate safeguards, and comply with
Subpart C of 45 CFR Part 164 with respect to electronic protected health
information, to prevent use or disclosure of the PHI, except as provided for in this
Addendum. This shall include, but not be limited to:

i Limitation of the groups of its workforce and agents, to whom the PHI is
disclosed to those reasonably required to accomplish the purposes
stated in this Addendum, and the use and disclosure of the minimum
PHI necessary or a Limited Data Set;

i, Appropriate notification and training of its workforce and agents in order
to protect the PHI from unauthorized use and disclosure;

iii. Maintenance of a comprehensive, reasonable and appropriate written
PHI privacy and security program that includes administrative, technical
and physical safeguards appropriate to the size, nature, scope and
complexity of the Associate's operations, in compliance with the Security
Rule;

iv. In accordance with 45 CFR §§ 164.502(e)(1)(ii) and 164.308(b)(2), if
applicable, ensure that any subcontractors that create, receive,
maintain, or transmit protected health information on behalf of the
business associate agree to the same restrictions, conditions, and
requirements that apply to the business associate with respect to such
information.

d. Compliance With Law. The Associate will not use or disclose the PHI in a
manner in violation of existing law and specifically not in violation of laws relating
to confidentiality of PHI, including but not limited to, the Privacy and Security
Rules.

e. Mitigation. Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Associate of a use or disclosure of the PHI by Associate in
violation of the requirements of this Addendum, and report its mitigation activity
back to the Agency.
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f. Support of Individual Rights.

i. Access to PHI. Associate shall make the PHI maintained by Associate
or its agents or subcontracters in Designated Record Sets available to
Agency for inspection and copying, and in electronic format, if
requested, within ten (10) days of a request by Agency to enable
Agency to fuffill its obligations under the Privacy Rule, including, but not
limited to, 45 CFR § 164.524 and consistent with Section 13405 of the
HITECH Act.

ii. Amendment of PHI. Within ten (10) days of receipt of a request from
Agency for an amendment of the PHI or a record about an individual
contained in a Designated Record Set, Associate or its agents or
subcontractors shall make such PHI available to Agency for amendment
and incorporate any such amendment to enable Agency to fulfill its
obligations under the Privacy Rule, including, but not limited to, 45 CFR
§ 164,526,

iii. Accounting Rights. Within ten (10) days of notice of a request for an
accounting of disclosures of the PHI, Associate and its agents or
subcontractors shall make available to Agency the documentation
required to provide an accounting of disclosures to enable Agency to
fulfill its obligations under the Privacy Rule, including, but not limited to,
45 CFR §164.528 and consistent with Section 13405 of the HITECH
Act.  Associate agrees to document disclosures of the PHI and
infermation related to such disclosures as would be required for Agency
to respond to a request by an individual for an accounting of disclosures
of PHI in accordance with 45 CFR § 164.528. This should include a
process that allows for an accounting to be collected and maintained by
Associate and its agents or subcontractors for at least six (6) years from
the date of disclosure, or longer if required by state law. At a minimum,
such documentation shall include:

. the date of disclosure;

. the name of the entity or person who received the PHI, and
if known, the address of the entity or person;

. a brief description of the PHI disclosed; and

. a brief statement of purposes of the disclosure that

reasonably informs the individual of the basis for the
disclosure, or a copy of the individual's authorization, or a
copy of the written request for disclosure.

iv. Request for Restriction. Under the direction of the Agency, abide by
any individual's request to restrict the disclosure of PHI, consistent with
the requirements of Section 13405 of the HITECH Act and 45 CFR §
164.522, when the Agency determines to do so (except as required by
law) and if the disclosure is to a health plan for payment or health care
operations and it pertains to a health care item or service for which the
health care provider was paid in full “out-of-pocket.”

V. Immediate Discontinuance of Use or Disclosure. The Associate will
immediately discontinue use or disclosure of Agency PHI pertaining to
any individual when so requested by Agency. This includes, but is not
limited to, cases in which an individual has withdrawn or modified an
authorization to use or disclose PHI.

4
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g. Retention of PHI. Notwithstanding section 4.a. of this Addendum, Associate and
its subcontractors or agents shall retain all PHI pursuant to state and federal faw
and shall continue to maintain the PHI required under Section 3.f. of this
Addendum for a period of six (6) years after termination of the Agreement, or
longer if required under state law.

h, Agent's, Subcontractor's Compliance. The Associate shall notify the Agency
of all subcontracts and agreements relating to the Agreement, where the
subcontractor or agent receives PHI as described in section 2.a. of this
Addendum. Such notification shall occur within 30 (thitty) calendar days of the
execution of the subcontract and shall be delivered to the Agency Procurement
Officer. The Associate will ensure that any of its subcontractors, to whom it
provides any of the PHI it receives hereunder, or to whom it provides any PHI
which the Associate creates or receives on behalf of the Agency, agree to the
restrictions and conditions which apply to the Associate hereunder. The Agency
may request copies of downstream subcontracts and agreements to determine
whether all restrictions, terms and conditions have been flowed down. Failure to
ensure that downstream contracts, subcontracts and agreements contain the
required restrictions, terms and conditions may result in termination of the
Agreement.

J- Federal and Agency Access. The Associate shall make its internal practices,
books, and records relating to the use and disclosure of PHI, as well as the PHI,
received from, or created or received by the Associate on behalf of the Agency
available to the U.S. Secretary of Health and Human Services consistent with 45
CFR § 164.504. The Associate shall also make these records available to
Agency, or Agency's contractor, for periodic audit of Associate’s compliance with
the Privacy and Security Rules. Upon Agency's request, the Associate shall
provide proof of compliance with HIPAA and HITECH data privacy/protection
guidelines, certification of a secure network and other assurance relative to
compliance with the Privacy and Security Rules. This section shall also apply to
Associate's subcontractors, if any.

k. Security. The Associate shall take all steps necessary to ensure the continuous
security of all PHI and data systems containing PHI. In addition, compliance with
74 FR 19006 Guidance Specifying the Technologies and Methodologies That
Render PHI Unusable, Unreadable, or Indecipherable to Unauthorized
Individuals for Purposes of the Breach Notification Requirements under Section
13402 of Title XlIt is required, to the extent practicable. If Associate chooses not
to adopt such methodologies as defined in 74 FR 19006 to secure the PHI
governed by this Addendum, it must submit such written rationale, including its
Security Risk Analysis, to the Agency Procurement Officer for review prior to the
execution of the Addendum. This review may take up to ten (10) days.

l. Notification of Breach. During the term of this Addendum, the Associate shall
notify the Agency and, unless otherwise directed by the Agency in writing, the
WV Office of Technology immediately by e-mail or web form upon the discovery
of any Breach of unsecured PHI; or within 24 hours by e-mail or web form of any
suspected Security Incident, intrusion or unauthorized use or disclosure of PHI in
violation of this Agreement and this Addendum, or potential loss of confidential
data affecting this Agreement. Notification shall be provided to the Agency
Procurement Officer at www.state.wv.us/admin/purchase/vre/agencyli.htm and,
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unless otherwise directed hy the Agency in writing, the Office of Technology at
incident@wv.gov or https://apps. wv.gov/oVit/Default. aspx.

The Associate shall immediately investigate such Security Incident, Breach, or
unauthorized use or disclosure of PHI or confidential data. Within 72 hours of the
discovery, the Associate shall notify the Agency Procurement Officer, and, unless
otherwise directed by the Agency in writing, the Office of Technology of. (a) Date
of discovery; (b) What data elements were involved and the extent of the data
involved in the Breach; (c) A description of the unauthorized persons known or
reasonably believed to have improperly used or disclosed PHI or confidential
data; (d) A description of where the PHI or confidential data is believed to have
been improperly transmitted, sent, or utilized; (e) A description of the probable
causes of the improper use or disclosure; and (f) Whether any federal or state
laws requiring individual notifications of Breaches are triggered.

Agency will coordinate with Associate to determine additional specific actions
that will be required of the Associate for mitigation of the Breach, which may
include netification to the individual or other authorities.

All associated costs shall be borne by the Associate. This may include, but not
be limited to costs associated with notifying affected individuals.

If the Associate enters into a subcontract relating to the Agreement where the
subcontractor or agent receives PHI as described in section 2.a. of this
Addendum, all such subcontracts or downstream agreements shall contain the
same incident nofification requirements as contained herein, with reporting
directly to the Agency Procurement Officer. Failure to include such requirement
in any subcontract or agreement may result in the Agency’s termination of the
Agreement,

m. Assistance in Litigation er Administrative Proceedings. The Associate shall
make itself and any subcontractors, workforce or agents assisting Associate in
the performance of its obligations under this Agreement, available to the Agency
at no cost to the Agency to testify as witnesses, or otherwise, in the event of
litigation or administrative proceedings being commenced against the Agency, its
officers or employees based upon claimed violations of HIPAA, the HIPAA
regulations or other laws relating to security and privacy, which involves inaction
or actions by the Associate, except where Associate or its subcontractor,
workforce or agent is a named as an adverse party.

4. Addendum Administration.

a. Term. This Addendum shall terminate on termination of the underlying
Agreement or on the date the Agency terminates for cause as authorized in
paragraph (c) of this Section, whichever is sooner.

b. Duties at Termination. Upon any termination of the underlying Agreement, the
Associate shall return or destroy, at the Agency's option, all PHI received from, ar
created or received by the Associate on behalf of the Agency that the Associate
still maintains in any form and retain no copies of such PHI or, if such return or
destruction is not feasible, the Associate shall extend the protections of this
Addendum to the PHI and limit further uses and disclosures to the purposes that
make the return or destruction of the PHI infeasible. This shall also apply to ail
agents and subcontractors of Associate. The duty of the Associate and its agents

6
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and subcontractors to assist the Agency with any HIPAA required accounting of
disclosures survives the termination of the underlying Agreement.

c. Termination for Cause. Associate authorizes termination of this Agreement by
Agency, if Agency determines Associate has violated a material term of the
Agreement.  Agency may, at its sole discretion, allow Associate a reasonable
period of time to cure the material breach before termination.

d. Judicial or Administrative Proceedings. The Agency may terminate this
Agreement if the Associate is found guilty of a criminal violation of HIPAA. The
Agency may terminate this Agreement if a finding or stipulation that the Associate
has violated any standard or requirement of HIPAA/HITECH, or other security or
privacy laws is made in any administrative or civil proceeding in which the
Associate is a party or has been joined. Associate shall be subject to prosecution
by the Department of Justice for violations of HIPAA/HITECH and shall be
responsible for any and all costs associated with prosecution.

e. Survival. The respective rights and obligations of Associate under this
Addendum shall survive the termination of the underlying Agreement.

6. General Provisions/Ownership of PHI.

a. Retention of Ownership. Ownership of the PHI resides with the Agency and is
to be returned on demand or destroyed at the Agency’s option, at any time, and
subject to the restrictions found within section 4.b. above.

b. Secondary PHI. Any data or PHI generated from the PHI disclosed hereunder
which would permit identification of an individual must be held confidential and is
also the property of Agency.

(o34 Electronic Transmission. Except as permitted by law or this Addendum, the
PHI or any data generated from the PHI which would permit identification of an
individual must not be transmitted to another party by electronic or other means
for additional uses or disclosures not authorized by this Addendum or to another
contractor, or allied agency, or affiliate without prior written approval of Agency.

d. No Sales. Reports or data containing the PHI may not be sold without Agency's
or the affected individual's written consent.

e. No Third-Party Beneficiaries. Nothing express or implied in this Addendum is
intended to confer, nor shall anything herein confer, upon any person other than
Agency, Associate and their respective successors or assigns, any rights,
remedies, obligations or liabilities whatsoever.

f. Interpretation. The provisions of this Addendum shall prevail over any
provisions in the Agreement that may conflict or appear inconsistent with any
provisions in this Addendum. The interpretation of this Addendum shall be made
under the laws of the state of West Virginia.

g. Amendment. The parties agree that to the extent necessary to comply with
applicable law they will agree to further amend this Addendum.
h. Additional Terms and Conditions. Additional discretionary terms may be
included in the release order or change order process.
7
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AGREED:

Name of Agency: Bureau for Medical Services Name of Associate: Mark K Hilton
Signature: Signature: //)/LA £ Mtﬁ
Title: Title:_Member

Date: Date:_12/8/15

Form - WVBAA-012004
Amended 06.26.2013

N
»g';,ng'VED ﬂ TO FORM m%
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Appendix A

(To be completed by the Agency's Procurement Officer prior to the execution of the Addendum,
and shall be made a part of the Addendum. PH! not identified prior to execution of the
Addendum may only be added by amending Appendix A and the Addendum, via Change
Order.)

Name of Associate:

Name of Agency: Bureau for Medical Services

Describe the PHI (do not include any actual PHI). If not applicable, please indicate the same.

All [types of PHI listed on App. A] in paper, electronic, verbal or any other form.
Including, but not limited to:

The claims data contains the following fields of information relating to each service
provided: Claim ID, Claim Header Status, Paid Date, Bill Type, Claim Type, Plan
Provider Number, Provider Name, Member ID, Member First Name, Member Last
Name, Member Middle Name, Controi Number, Claim Line Number, Claim Line
Status, Date of Service - From, Date of Service - To, Revenue Code, Revenue Code
Description, Modifier, Billed Units, Services Units, Line Billed Amount, Line Paid
Amount, Coordination of Benefits Amount, Medicare Paid Amount, State Fiscal Year,
Total Paid Amount, and End Date.
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