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I. CMS Requirements for FMS Quality 
Management

CMS’ quality management strategy (QMS) stresses that states have frontline 
responsibility for quality management and the importance of ongoing 
communication between CMS and states about quality.

- At a minimum, states are expected to have systems in place to measure 
and improve its performance in meeting waiver assurance set forth in 42 
CFR §441.301 and §441.302

- Providers play an important role in a state’s QMS including FMS entities.

Per CMS HCBS 1915(c) Waiver Application Instructions related to states’
oversight of FMS entities, states are to specify:

- The methods they will use to monitor and assess the performance of 
FMS entities including the integrity of the financial transactions they 
perform;

- The entity or entities responsible for performing the this monitoring; and

- How frequently performance is assessed.
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I. CMS Requirements for FMS Quality 
Management (continued)

Performance monitoring and assessment may include: 

- Conducting periodic audits of FMS activities1

- Requiring that FMS entities conduct participant and representative 
satisfaction surveys and periodically report the results of such surveys to 
the state; and 

- Conduct periodic independent participant and representative surveys 
and/or use other methods or procedures to assess their satisfaction with 
FMS services provided.

1 The term audit related to GAAP requirements is a high and costly standard for reviewing FMS activities.  In
many cases, states conduct agreed-upon procedures review to monitor FMS performance with good success.
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II. Key Components of a F/EA Quality 
Management System for States

Key components of a State’s Quality Management System for F/EAs should 
include:
- Developing and Maintaining a Government F/EA Policies and Procedures 

Manual when performing as the agent;

- Developing and Implementing Effective F/EA Medicaid Provider 
Standards and Agreements and/or Administrative Contracts; 

- Developing and Conducting F/EA Certification/Readiness Reviews;

- Developing and Conducting F/EA Recertification/Performance Review;

- Developing and Implementing an Incidence Reporting System that links 
effectively with F/EAs and Support Brokers, as specified by the State; and

- Developing and Conducting Program Participant/Representative and
Worker Satisfaction Surveys.
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III. Key Components of an F/EA Quality 
Management System for F/EAs

Key components of an F/EA’s Quality Management System should include:

- Developing and maintaining an F/EA policies and procedures manual;

- Conducting an internal readiness review

- Conducting ongoing performance reviews;

- Developing and implementing a participant/representative contact/ 
grievance response system;

- Developing and implementing an incidence reporting system that  
links to supports brokers and state, as specified by the state; and

- Developing and conducting participant/representative and worker 
satisfaction surveys and generating periodic reports.
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IV. Why Are F/EA Policies and Procedures 
Manuals Important?

A comprehensive F/EA Policies and Procedures Manual is essential for 
effectively operating a Government or Vendor Fiscal/Employer Agent entity.

- Acts as the “blue print” for Government or Vendor F/EA operations;
- Great training tool for new Government or Vendor F/EA staff; and
- A key component of an F/EA’s quality management system.

Government and Vendor F/EA policies and procedures manuals should:

- Reflect all requirements described in a state’s F/EA service standards, 
F/EA Medicaid provider agreement and/or administrative contract;

- Include polices procedures and internal controls for all F/EA operations 
tasks;

- Include a policy and procedure for staying up-to-date with all federal and 
state requirements and for updating the manual at least annually and as 
needed.

Government and Vendor F/EAs need to work on developing, implementing and 
documenting effective internal controls for monitoring the completion of F/EA 
tasks.
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IV. Why are F/EA Policies and Procedures 
Manuals Important? (continued)

When a Government or Vendor F/EA uses a subagent or reporting agent, the 
roles and responsibilities of each entity and the tasks performed should be 
clearly documented in its F/EA  Policies and Procedures Manual. In addition, 
written policies, procedures and internal controls should be documented for:

- Communicating, coordinating and transmitting data tasks between the   
Government/Vendor F/EA and the subagent or reporting agent; 

- Required reports (including data elements and timeframes) from the 
reporting or subagent; and

- Monitoring subagent and reporting agent ongoing performance.

Reporting or subagents should have a F/EA-related Policies and Procedures 
Manual that is specific to the state and F/EA type it is working in/with and that 
links well with the F/EA’s Policies and Procedures Manual.

F/EA policies and procedures manuals should be a key component of a State’s 
F/EA Readiness/Certification Reviews and Performance/Certification Renewal 
Reviews.
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V. Why Are Effective F/EA Medicaid 
Provider Agreements and/or Administrative 
Contracts Important?

These documents outline the tasks and standards the F/EA is accountable for 
performing/complying with and should reflect federal assurances, as applicable 
(i.e., financial accountability). 

Can be used to clarify and/or address “gaps” in federal or state requirements. 

It is recommended that administrative contracts be performance-based with 
benchmarks developed, where appropriate.

These documents, along with the F/EA Policies and Procedures Manual, should 
be key components of a state’s F/EA certification/readiness review and 
recertification/performance review process.
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VI. Why Are F/EA Certification/Readiness 
Reviews Important?

The types of entities providing F/EA services and their knowledge varies.  

Reporting agent knowledge of self-directed service programs and payroll 
processing issues related F/EAs and household employers varies.

State program agencies’ knowledge of F/EA requirements and operations 
varies. 

The ultimate responsibility for federal tax noncompliance lies with the State 
according to the IRS.

It is important for state or local program agencies to make sure they have the 
knowledge to perform as a Government F/EA or to execute administrative 
contracts/Medicaid provider agreements with Vendor F/EAs, reporting agents or 
subagents who can provide F/EA services.  

Conducting an F/EA Certification /Readiness Review partially accomplishes this 
objective by determining the readiness of an entity to perform F/EA tasks.

State program agencies must define certification standards or criteria that 
determine “readiness.” Are the standards/criteria and scoring system objective, 
measurable and able to stand up to appeals?
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VII. Why Are F/EA Recertification/ 
Performance Review Important?

Conducting periodic F/EA recertification/performance reviews is a critical 
element of a State’s QMS.

States must develop an F/EA Review protocol that reflects F/EA tasks, Medicaid 
provider standards and provisions of the Medicaid provider agreement and/or 
administrative contract it has executed with the F/EA.

States must develop a method for evaluating F/EA performance and identifying 
sub-performing F/EAs.
- Developing an effective sampling plan
- Developing provisional accuracy rates (PAR) for F/EA performance within 

a 95 percent confidence internal (CI)  ± 1.5 percent

Is the State’s method for evaluating F/EA performance objective, measurable 
and able to stand up to appeals?

States must develop a plan for how they will address situations when an F/EA’s
contract or Medicaid provider agreement needs to be revoked. 

11

VIII.   Why Is Automated Participant/ 
Representative/Worker/Vendor Contact/ 
Grievance Response System Important?

Implementing an automated participant/representative/worker/vendor contact 
and grievance response system is critical for an F/EA to monitor how its 
services are being provided and perceived by the key service recipients and to 
identify and address incidences, critical and other, effectively.

Key elements of an automated participant/representative/worker/vendor contact 
and grievance response system includes:
- Date and time of call,
- Name and title of persons/entities placing and receiving the call,
- Issue/complaint raised by caller,
- Level/severity of the issue/grievance,
- Corrective action taken/resolution and date,
- If issue/grievance was reported to the program participant’s supports 

broker and/or state program staff including mandatory reporting and any 
follow-up.

The information collected should be analyzed and reported on as part of the 
F/EA’s quality management system should feed into a state’s incidence 
reporting system, as appropriate. 12

IX. F/EA Incidence Reporting and Linkages 
with Support Broker and State Systems

F/EAs are considered mandatory reporters.

Mandatory reporting for F/EAs primarily focuses on fiscal issues (i.e., time sheet 
fraud) and address CMS’ Financial Accountability Waiver Assurance.

However, some fiscal issues that F/EAs may identify (i.e., participants under or 
over spending their budget; support service worker is not a citizen or legal alien) 
may provide the state with information that address other CMS HBCS waiver 
assurances (i.e., Health and Safety and Qualified Provider Assurances).

The F/EA needs to work closely with the state program agency and the support 
broker function to determine:
- The types of incidences to be reported;
- The method used and to whom they are to be reported and timing;
- The F/EAs role, if any, in addressing an incidence;
- The F/EA role, if any, in following up after the incidence is addressed.

State program agencies need to make sure that F/EAs incidence reporting fits 
into the State’s incidence reporting and overall QMS.
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X.  Surveying Participants’ and 
Representatives’ Satisfaction with F/EA 
Services

Measuring true participant and representative satisfaction with F/EA services is 
not easy.

- Do high levels satisfaction reported reflect actual individual satisfaction 
or an accommodation to the inevitable on the part of those reporting 
(Kane and Kane, 2001)? 

F/EAs should work closely with the state program staff to develop effective 
participant/representative survey instruments and implementation protocols and 
seek out expert technical assistance if possible.

An alternative to mail surveys should be available to participants and 
representatives.  The participants you want to hear from may not be able to 
respond to a mail survey.

The F/EA should generate periodic reports for itself, the state program agency 
and for participants and representatives it represents as agent. These reports 
should be part of the FMS’ Quality Management System.

States should conduct periodic independent surveys (i.e., mail survey or 
phone/in-person interviews during contacts with participants and 
representatives) of participants’ and representatives’ satisfaction and compare 
its results to those of the F/EA.


