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ADSS MEDICAID WAIVER PROGRAMS 

 
Direct Service Provider (DSP) Auditing Guide & Tools 

 

(Modified DSP Version) 
 

 

Excerpts Regarding Prospective (New) Direct Service Providers 
 

 
Provider files to audit: 
 

 Employee files, audit all per AMA Memorandum dated February 11, 2008 which states: 
 

“Statewide background checks will be required for all service employees and for any 
employee who operates within the State of Alabama and has access to client records. 
Branch office employees including non-visiting employees employed by direct service 
providers who have access to client records are required to undergo background 
checks.  
 
Out-of-state corporate office employees will not be required to have a background 
done.” 

 
The Initial Audit consists of two (2) parts. 

 
Administrative Part to include: 
 

 Key staff i.e. administrator/supervisor (present during audit) 

 Organizational chart 

 Infection control policy/procedures 

 HIPAA policy 

 Complaint & Grievance policy 

 Policy and Procedures manual 

 Proof of current Liability insurance 

 In-service training plan (approved by AAA/ADSS) 

 An appropriate place to conduct business:  
 

o A room specified for the business must be separate from the personal dwelling 
area in the home.  This room must be designated as the work space and can be 
closed off from the rest of the house. 

 
o Furniture, equipment, and supplies shall be distinctly related to a business office.  

Bedroom furniture, clothing, gym equipment, etc. shall not be stored in this 
space. 

 
o Business and confidential files must be kept in a locked file cabinet. 

 



 4 

o Children, friends, or family members shall not utilize or occupy the office area 
unless they are employed by the business. 

 
o A telephone line with a phone number different from the home residence is 

required.  This number shall also have voicemail or an answering service. 
 

o A sitting area must be included in the office space to meet with clients and 
business associates. 
 

 Emergency plan  

 Annual operating budget  

 Other requirements per audit tools… 
 

Personnel Part to include: 
 

 Meet all employee requirements per the audit tools 

 Meet all worker training requirements per the audit tools 

 Proof/copy of Statewide, County & Municipalities Background checks on all waiver 
employees per guidelines 

 Proof/copy of National Sex Offender Registry checks per guidelines 

 Proof/copy of Alabama Certified Nurse Aide Registry checks per guidelines 

 Other requirements per audit tools 
 

 

Existing Service Providers 
 
 

Audit Process (Announced Audit) 
 

The Area Agency on Aging (AAA) shall schedule routine on-site audits of Direct Service 
Providers (DSPs) as required by the waiver document.   
 
Prior to the Audit: 

 

 The DSP will be notified of the time frame (months) to be audited.  

 The DSP shall list all Waiver clients served during the audit period; or the DSP has the 
option of printing a list of Waiver clients that were served during the period to be 
audited.  

 The DSP shall have this completed client list available for review and an audit sample 
shall be chosen from this list by the auditor, not the DSP. 

 The DSP is instructed to have billing available for the auditor for the time frame being 
reviewed.   

 
The Audit Process Consists of the Following: 

 

 Entrance Conference 

 Administrative Requirement Review 

 Personnel Records to include previous year in-service training review 

 Client Record Review 
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 Billing Review 

 Exit conference 
 

How many files to audit: 
 

 For employee files, audit a minimum of five (5) unless, there are fewer than 5 
employees, then audit all. The audit is to include the RN supervisor. As part of the audit, 
all new hires (hired since last audit and currently visiting clients) shall be included. 
These count as part of the five (5) or fewer. 
 

 For client files, audit a minimum of ten (10) unless, there are fewer than 10 clients, then 
audit all. If the DSP has more than one hundred (100) clients, a 10% audit shall be 
conducted. 

 
(530 waiver requires a 100% review) 

 
 

The amount of audited records may/should be expanded based upon the number of major 
deficiencies noted during the audit. If the auditor determines that there is a significant amount 
and/or type of finding(s), a one-hundred percent (100%) review of the records is justified.   

 
The AAA has the option to schedule the audit as “announced” or “unannounced”.  An 
announced visit requires the auditor to send prior notification of the scheduled audit to the DSP 
following the above guidelines.  An unannounced audit requires no prior notification to the 
provider.   

  
The auditor shall review administrative policies and procedures, personnel records, client 
records and billing.  Depending on the nature of any discrepancies found and the seriousness 
of those findings, the auditor can make recommendations for corrections. ADSS will issue 
guidance on the steps to be taken by the AAA to resolve identified issues. The DSP shall not 
have the opportunity to correct deficiencies found during an announced visit, as ample time 
was provided for the DSP to prepare. Examples of such deficiencies are, but not limited to, 
missing results of TB testing, misplaced personnel paperwork, missing supervisory visits, etc.   

 
The auditor will discuss the preliminary findings with the DSP during the exit conference along 
with any recommendations made by the AAA; but, the DSP must be reminded that ADSS shall 
review the audit and give final recommendations. After ADSS review/approval, the AAA shall 
provide the DSP a detailed/bulleted copy of the findings via letter; however, a copy of the audit 
tools shall not be provided to the DSP.   
 
Depending on the findings during an unannounced audit, the DSP shall be provided no more 
than twenty-four (24) hours, or the end of the next business day, to provide the auditor any 
missing documentation discovered during the audit.  (Examples provided above).  On a 
scheduled audit, the DSP must have all pertinent staff present during the exit conference 
including the office manager, supervisory nurse and local administrator.  Absences of the 
required staff from the exit conference could result in termination of the contract.   
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Plan of Correction 
 

When a Plan of Correction (POC) is required, the DSP has 15 working days from the receipt of 
the notification letter to submit the plan to the AAA.  The AAA shall forward it to ADSS for 
review.  

 
The Plan of Correction must address each area of non-compliance, the plan for correcting 
each area and identify the DSP personnel responsible for ensuring the issues are monitored / 
corrected. 
 
ADSS shall review the Plan of Correction and a written response shall be sent to the AAA 
indicating whether the Plan of Correction is acceptable or unacceptable.  If the plan meets the 
waiver requirements a letter will be mailed by the AAA to the DSP stating that it is acceptable.  
 
If the plan is unacceptable, the DSP shall be contacted by telephone, or e-mail with a formal 
notice in writing to discuss concerns with the plan.  The AAA shall offer the DSP the 
opportunity to correct problems and submit another Plan of Correction within 15 working days 
from the date of the telephone call or email.   

 
Upon receipt of the second Plan of Correction, a determination shall be made to as to whether 
the Plan of Correction is acceptable or unacceptable.  Again this is determined by staff at 
ADSS. If it is acceptable, a letter stating such is sent to the AAA, and the AAA follows up with a 
letter to the DSP.  
 
If either of the following occur: 

 The plan is not received in fifteen (15) working days 

 And/or the plan is unacceptable  
 
ADSS shall follow agency procedures regarding non-compliance and notify the AAA of the 
results. Based upon official notification, the AAA shall act according to ADSS 
recommendations regarding the vendor.  In order to ensure statewide uniformity in the 
treatment of DSPs, the AAA shall not act on their own without ADSS approval. ADSS 
recommendations may include probation, recoupment and/or suspension of payments to the 
AAA/DSP or termination of the DSP from waiver program participation.  
 

Follow-up Visits 
 

Three (3) month follow-up visits shall occur depending on the seriousness of the findings noted 
during the audit. If there is a major deficiency in the majority of the records in one audit tool 
area, a follow-up visit is required. If major deficiencies in two or more of the four audit tool 
areas (Administrative, Personnel Record Audit, Client Record Audit, and/or Billing) are found, a 
follow-up visit is required. During the follow-up visit, the auditor shall review the Plan of 
Correction and monitor the DSP’s current documentation ensuring that the Plan of Correction 
is being implemented.  An exit conference shall be held with the DSP following the same 
procedures identified previously. The time clock for the three (3) month follow-up period shall 
start upon notification to the DSP. The three (3) months starts from the date of a decision by 
ADSS, not three (3) months from the date of the original audit. The AAA shall notify the DSP of 
when (what month) the three (3) month follow-up visit will occur, per ADSS instructions. 
 
(Findings in a majority of records, for example client files, constitutes/adds up to a major 
deficiency and a follow-up visit is required.) 



 7 

 
 
Probation 
 
If major deficiencies are found in three of the four audit areas, in a majority of the records 
audited, the DSP, in coordination with ADSS, shall be placed on probationary status. Again, 
those four areas covered during the audit include: 

 

 Provider Administrative Requirements; some examples include: Staffing, Liability 
Insurance, Policies and all other Administrative Requirements as per the respective 
waiver program, 
 

 Personnel Requirements (in the Personnel Records) for each of the staff, for example: 
TB skin tests, training, registry requirements, supervisory reports, and all other 
Personnel Requirements per the respective waiver program, 

 

 Waiver Client Record Audit (Including all required documentation and record keeping 
requirements, per the respective waiver program, 
 

 Billing; for example: billing for services not rendered, 
 

 Or if the auditor determines that health and safety is being compromised.    
 

       (See Health and Safety Section for steps to follow if this occurs). 
 

If any of the above reasons for probation are identified, the auditor, upon return to the office, 
will discuss/audit findings, documentation and recommendations with auditor’s supervisor or 
designated staff person and ADSS staff.  If all concur, the DSP shall be placed on a six (6) 
month probationary status.  (The DSP has already received a verbal account of the non-
compliant areas found during the audit in the exit conference.  And at that point, the DSP has 
been informed of their right to appeal the decision or findings).   

 
A letter shall follow, informing the DSP of the six (6) month probationary period; detailing the 
non-compliance areas noted during the audit, recommendations, any recoupment, if 
applicable, and the terms of the probationary period. (The DSP shall be informed of their right 
to appeal the decision or findings and to request further training from the AAA.).   The time 
clock for the six (6) month probationary follow-up period shall start upon notification to the 
DSP. The six (6) months starts from the date of a decision by ADSS, not six (6) months from 
the date of the original audit.  The AAA shall notify the DSP of when (what month) the six (6) 
month probationary audit will occur, per ADSS instructions.     

  
           The AAA shall conduct a visit to the DSP after six (6) months. 
 

If on the six (6) month probationary audit the DSP is found to have corrected the compliance 
issue(s), the DSP shall be placed on the annual QA audit schedule and probationary status will 
end. 
 
If the DSP is not in compliance with waiver requirements at the time of the probationary audit, 
ADSS will review the documentation regarding the areas of non-compliance to determine if 
termination is warranted.  If it is determined that the DSP contract should be terminated, ADSS 
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will notify the AAA to begin the process of placing the clients with new providers.  ADSS will 
also notify the Alabama Medicaid Agency (AMA) that the DSP’s contract to provide services to 
waiver participants is being terminated. 
 

Health and Safety 
 

The following are Health & Safety violations: 
 

 Missing and/or late TB tests per guidelines 

 Missing and/or late National Sex Offender Registry checks per guidelines 

 Missing and/or late Nurse Aide Registry checks per guidelines 

 Missing and/or late Employee Background checks per guidelines 

 Missing and/or late Fraud/Abuse Registry (OIG) checks per guidelines 

 RN/LPN not meeting waiver requirements i.e. education, prior working 
experience, licensure, etc. per guidelines 

 Other per guidelines 
 
Upon audit review, if the AAA/ADSS determines that health and safety is/was compromised, 
the following steps shall be taken depending on the seriousness of the deficiencies: 

 

 Immediate Plan of Correction from the DSP covering the health and safety issue with a 
written plan of correction to follow within 15 working days.  The Plan of Correction shall 
set forth time lines reasonable to correct the identified problems and steps the DSP has 
taken to ensure the problem will not recur.   
 

If the AAA does not receive a timely acceptable Plan of Correction, the following shall be  
implemented. 

 

 Immediate notification to the AAA case managers to make other arrangements for the 
provision of services for the clients including notification to the clients’ caregivers or 
responsible persons and assignment to another DSP to ensure health and safety. 

 
The AAA/ADSS reserve the right to place the DSP on immediate probation and also reserve 
the right to review any/all DSP audit results to determine recommendations for termination of 
the contract due to health and safety issues identified.  
 

 

Retraining 
 

Each DSP shall be provided an opportunity for retraining on the Scope of Services as outlined 
in each waiver document at the end of the audit.   

 
 

Recoupment 
 

ADSS / AAA can recoup funds previously paid to a DSP for several reasons that may include, 
but not limited to, health & safety, non-compliance with the required initial visit, supervisory 
visits, billing for services not provided, or others as determined.  
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 Misc. 
 
All reports must be submitted to ADSS within 30 days of the date the audit was conducted. 
ADSS shall respond to the AAA within 30 days of receipt of the report. 
 

 
Links to Data Bases: 

 

 

http://www.medicaid.alabama.gov/CONTENT/7.0_Fraud_Abuse/7.7_Suspended_Provi

ders.aspx 

 

http://exclusions.oig.hhs.gov/ 

 

http://www.nsopr.gov/ 

 

https://ph.state.al.us/NurseAideRegistry/(S(dimakv55yn2eig55fbhke53l))/Default.aspx 

 

www.abn.alabama.gov 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.medicaid.alabama.gov/CONTENT/7.0_Fraud_Abuse/7.7_Suspended_Providers.aspx
http://www.medicaid.alabama.gov/CONTENT/7.0_Fraud_Abuse/7.7_Suspended_Providers.aspx
http://exclusions.oig.hhs.gov/
http://www.nsopr.gov/
https://ph.state.al.us/NurseAideRegistry/(S(dimakv55yn2eig55fbhke53l))/Default.aspx
http://www.abn.alabama.gov/
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http://www.medicaid.alabama.gov/CONTENT/7.0_Fraud_Abuse/7.7_Susp
ended_Providers.aspx 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

http://www.medicaid.alabama.gov/CONTENT/7.0_Fraud_Abuse/7.7_Suspended_Providers.aspx
http://www.medicaid.alabama.gov/CONTENT/7.0_Fraud_Abuse/7.7_Suspended_Providers.aspx
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 Check ALL of your workers’ names. 

 Save the document in a file folder labeled something like, “Medicaid 

Suspension List FY15”. 

 The file will Save as the date of the report. 

 The Properties of the file will show the date it was created. 

 Check and Save the report at the same time next month. 

 If you are using this method to show compliance (rather than printing it 

out – the decision is yours), be sure to Back Up your computer files 

regularly. If your computer crashes and you lose your data, it will not 

be excused. 
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________________________________________________________________________________ 
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www.abn.alabama.gov           Nurse License Look Up is on the left side of the screen. 

 
 

 
 
 

http://www.abn.alabama.gov/
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