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PURPOSE

♦ To provide MA-PDP and Stand-alone 
PDP organizations with complex 
operations guidelines necessary to 
submit accurate and timely PDE 
data. 
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TRAINING FORMAT

♦ Examples
♦ Exercises
♦ Group Participation
♦ Interactive

Concepts

Application
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PARTICIPATION MAKES
THE DIFFERENCE
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TRAINING TOOLS

♦ Workbook
♦ Job Aids
♦ www.csscoperations.com
♦ MMA Help Desk
♦ Panel of Experts
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AUDIENCE

♦ Staff of PDPs
♦ Staff of MA-PD plans, including 

demonstration projects and 
specialty plans

♦ Employer Group Health Plans
♦ PBMs
♦ Third Party submitters
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AGENDA

Break4:00 – 4:15

Adjourn5:00
Q&A Part 24:15 – 5:00

Complex Examples3:00 – 4:00
Operations2:00 – 3:00
Q&A Part 11:30 – 2:00
Lunch12:30 – 1:30
Reconciliation11:15 – 12:30
Break11:00 – 11:15
Plan-to-Plan (P2P)9:30 – 11:00
Introduction9:00 – 9:30
Registration8:00 – 9:00
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OBJECTIVES

♦ Describe the P2P process
♦ Explain the process for Part D 

Payment Reconciliation
♦ Review new operations updates
♦ Apply calculating and reporting rules 

to complex examples
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INTRODUCING THE TEAM

CMS

Palmetto 
(CSSC)

Leading Through 
Change, Inc. (LTC)
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Prescription Drug Event Data
Advanced

1-1

Plan-to-Plan (P2P)
Reconciliation

LTC, Inc.
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PURPOSE

♦ To provide participants with an 
understanding of the Plan-to-Plan 
(P2P) process ultimately leading to 
accurate Part D payment 
reconciliation
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OBJECTIVES

♦ Define P2P Reconciliation and 
common terms

♦ Describe the P2P process flow
♦ Identify edits related to the P2P 

process
♦ Apply the P2P process to examples, 

including reporting financial data
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P2P PROCESS OVERVIEW

• Special Return File

• P2P PDE Accounting Report
• P2P Payables Report
• P2P Receivables Report
• P2P Part D Reconciliation 

Report

• DDPS Return File
• Cumulative Beneficiary 

Summary Report

• Cumulative Beneficiary 
Summary Report

• P2P PDE Accounting Report
• P2P Payables Report
• P2P Receivables Report
• P2P Part D Reconciliation 

Report

PDE Submission

P2P Identification and 
Financial Settlement

Part D Reconciliation

Contract/PBP Update

P2P Identification and 
Financial Settlement
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Workbook Scenario 1
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COMMON TERMS

Contract submitting PDE data.Submitting 
Contract

Plan Benefit Package under the Original 
Contract of Record as documented in CMS 
databases.

Original PBP of 
Record

Beneficiary enrollment as documented in CMS 
databases when PDE is saved and accepted by 
CMS.

Original Contract 
of Record

Plan Benefit Package submitting PDE data 
under the submitting contract.Submitting PBP

DefinitionTerm
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PDE Submission

P2P Identification and 
Financial Settlement

Part D Reconciliation

Contract/PBP Update

P2P Identification and 
Financial Settlement

P2P PROCESS
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STATUTORY AUTHORITY

Under 42 CFR 423.464(a), Part D 
Sponsors have an obligation to 
coordinate benefits with entities 
providing other prescription drug 
coverage to Part D eligible 
individuals. This obligation includes 
other Part D Sponsors.
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CMS TRANSITION PERIOD

Begins
♦ The effective date of enrollment in a 

specific Contract/PBP

Ends
♦ The later of…

◊ 30-days after the effective date of coverage, or     
◊ 30-days after the date CMS processes the 

enrollment into the new contract of record
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PART D SPONSOR ASSUMED 
RESPONSIBILITIES

♦ Submitting accurate and timely PDEs 
♦ Making appropriate adjustments and 

reversals
♦ Accessing and reviewing monthly 

reports
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P2P ROLES AND 
RESPONSIBILITIES

♦ Identifies Contract of Record
♦ Provides CPP and LICS amounts

CMS

♦ Makes timely payments (LICS 
and CPP) to the submitting 
contract

♦ Certifies payments

Contract of 
Record

♦ Submits PDEs
♦ Attests to accuracy of submitted 

PDEs
♦ Reports any DIR earned for P2P 

PDEs

Submitting 
Contract
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Workbook Scenario 2
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John’s effective date is September 1. Winter Health Plan 
submitted a PDE on September 29 for the September 5 

claim.

Submitting 
Contract =
Contract of

Record

DOS > 06/30/07

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Enrollment 
Source ID Code
= D (Rollover)

Submitting 
Contract =

Prior Contract of
Record

Drug Coverage
Status Code =

C

Submitting 
PBP =
PBP of
Record

Reject Edit 706

Reject Edit 707

Resume Editing

Info Edit 709

Info Edit 708

Info Edit 712

No

Yes

Yes

Yes

Yes

Yes

Yes

No

No

No

NoNo

No

Yes

DOS > 06/30/07

Submitting 
Contract =
Contract of

Record

Drug Coverage
Status Code =

C

Info Edit 708

Resume Editing

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Enrollment 
Source ID Code
= D (Rollover)

Submitting 
Contract =

Prior Contract of
Record
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Submitting 
Contract =
Contract of

Record

DOS > 06/30/07

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Enrollment 
Source ID Code
= D (Rollover)

Submitting 
Contract =

Prior Contract of
Record

Drug Coverage
Status Code =

C

Submitting 
PBP =
PBP of
Record

Reject Edit 706

Reject Edit 707

Resume Editing

Info Edit 709

Info Edit 708

Info Edit 712

No

Yes

Yes

Yes

Yes

Yes

Yes

No

No

No

NoNo

No

Yes

John’s effective date is September 1. Winter Health Plan 
submitted a PDE on September 29 for the September 7 

claim.

Submitting 
Contract =
Contract of

Record

DOS > 06/30/07

Drug Coverage
Status Code =

C

Info Edit 709

Resume Editing

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Enrollment 
Source ID Code
= D (Rollover)

Submitting 
Contract =

Prior Contract of
Record
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Submitting 
Contract =
Contract of

Record

DOS > 06/30/07

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Enrollment 
Source ID Code
= D (Rollover)

Submitting 
Contract =

Prior Contract of
Record

Drug Coverage
Status Code =

C

Submitting 
PBP =
PBP of
Record

Reject Edit 706

Reject Edit 707

Resume Editing

Info Edit 709

Info Edit 708

Info Edit 712

No

Yes

Yes

Yes

Yes

Yes

Yes

No

No

No

NoNo

No

Yes

John’s effective date is September 1. CMS processed the 
enrollment on September 3. Winter Health Plan submitted a 

PDE on October 20 for the October 2 claim.

Submitting 
Contract =
Contract of

Record

DOS > 06/30/07

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Enrollment 
Source ID Code
= D (Rollover)

Submitting 
Contract =

Prior Contract of
Record

Drug Coverage
Status Code =

C

Info Edit 708

Resume Editing
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Yes

Submitting 
Contract =
Contract of

Record

DOS > 06/30/07

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Enrollment 
Source ID Code
= D (Rollover)

Submitting 
Contract =

Prior Contract of
Record

Drug Coverage
Status Code =

C

Submitting 
PBP =
PBP of
Record

Reject Edit 706

Reject Edit 707

Resume Editing

Info Edit 709

Info Edit 708

Info Edit 712

No

Yes

Yes

Yes

Yes

Yes

No

No

No

NoNo

No

Yes

John’s effective date is September 1. Winter Health Plan 
submitted a PDE on October 29 for the October 15 claim.

DOS ≤
(later of Enrollment 

Effective Date or CMS 
Process Date) 

+ 30 Days

Reject Edit 706

Submitting 
Contract =
Contract of

Record

DOS > 06/30/07
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CMS COMMUNICATION TO PLANS

Serves as a YTD cumulative report for the Contract of Record of all financial 
amounts reported by Submitting Contracts for use in the Contract of Record’s 
Part D Payment Reconciliation. Distributed monthly.

P2P Part D Payment 
Reconciliation Report 
42COV

Information CommunicatedReport

Serves as the Contract of Record’s invoice for P2P reconciliation. Distributed 
monthly.

P2P Payable Report 
43COV

Provides Submitting Contracts with the net change in P2P reconciliation 
receivable amounts. Distributed monthly.

P2P Receivable Report 
41COV

Provides the Submitting Contract with a YTD cumulative report of financial 
amounts reported by the Submitting Contract for P2P PDEs. This report can be 
used for accounting purposes but is not used for Part D Payment 
Reconciliation. Distributed monthly.

P2P Accounting Report 
40COV/ENH/OTC

Serves as a YTD cumulative report for the Submitting Contract that provides 
beneficiary-level PDE financial information necessary to perform the YTD Part 
D Payment reconciliation. Distributed monthly. Displays non-P2P amounts. 

Cumulative Beneficiary 
Summary Report
04COV

Provides Contract/PBP update impact on P2P conditions for PDEs. Will provide 
800-level Update Codes. Distributed after contract/PBP update.

Special Return File

Provides the disposition of all DET records and where errors occurred. 
Distributed following processing of PDEs.

DDPS Return File
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REPORT NAMING CONVENTIONS

RPT00000.RPT.DDPS_P2P_PHASE3_RTNSpecial Return File

RPT00000.RPT.DDPS_P2P_PAYABLEP2P Payable Report 
(43COV)

RPT00000.RPT.DDPS_P2P_PARTD_RCONP2P Part D Payment 
Reconciliation Report 
(42COV)

RPT00000.RPT.DDPS_P2P_RECEIVABLEP2P Receivable Report 
(41COV)

RPT00000.RPT.DDPS_P2P_PDE_ACC_C
RPT00000.RPT.DDPS_P2P_PDE_ACC_E
RPT00000.RPT.DDPS_P2P_PDE_ACC_O

P2P Accounting Report 
(40COV/ENH/OTC)

RPT00000.RPT.DDPS_CUM_BENE_ACT_COV
RPT00000.RPT.DDPS_CUM_BENE_ACT_ENH
RPT00000.RPT.DDPS_CUM_BENE_ACT_OTC

Cumulative Beneficiary 
Summary Report
(04 COV/ENH/OTC)

RPT00000.RPT.DDPS_TRANS_VALIDATIONDDPS Return File

MAILBOX IDENTIFICATIONREPORT NAME
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DDPS RETURN FILES FOR SUBMISSION OF 
PDES FOR JOHN BROWN

4

3

2

1

PDE PDE Record 
Submission Date

October 29, 2007

October 20, 2007

September 29, 2007

September 29, 2007

October 15, 2007

October 2, 2007

September 7, 2007

September 5, 2007

Contract 
of Record 
populated 

(Y or N)

Edit 
Code

Record 
TypeDate of Service

INF

INF

INF

REJ

708

708

709

706 N

N

Y

Y

Workbook 

Scenario 2
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WINTER HEALTH PLAN’S P2P 
REPORTS

(SUBMITTING CONTRACT)

October 29, 2007

October 20, 2007

September 29, 2007

September 29, 2007

PDE Record 
Submission 

Date

October 15, 2007

October 2, 2007

September 7, 2007

September 5, 2007

Date of Service Month of 
ReportOTCENHCOV

4*

3

2

1

PDE

X

X

Report 40 – Accounting
Report 41 – Receivables

X

*PDE 4 was rejected, so it will not appear on these reports.

September

October

September
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SPRING HEALTH PLAN’S P2P 
REPORTS

(CONTRACT OF RECORD)

October 29, 2007

October 20, 2007

September 29, 2007

September 29, 2007

PDE Record 
Submission Date

October 15, 2007

October 2, 2007

September 7, 2007

September 5, 2007

Date of Service Month of 
ReportCOV

4*

3

2

1

PDE

Report 42 – Part D Payment Reconciliation
Report 43 – Payables

X September

OctoberX

*PDE 4 was rejected, so it will not appear on these reports.
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P2P CONTRACT/PBP UPDATE PRIOR TO 
PART D PAYMENT RECONCILIATION

♦ Prior to running Part D Payment 
Reconciliation:
◊ PDEs must be attributed to the 

appropriate Contract of Record

Updates to contract/PBP of record may occur more 
than once per coverage year, but will always occur 

prior to Part D Payment Reconciliation.
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PDE Submission

P2P Identification and 
Financial Settlement

Part D Reconciliation

Contract/PBP Update

P2P Identification and 
Financial Settlement

P2P PROCESS
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P2P CONTRACT/PBP 
UPDATE PROCESSING

♦ DDPS queries 
MARx for changes 
to Contract and 
PBP of Record
◊ Changes result in 

DDPS updating 
affected PDEs

◊ No changes result 
in no updates to 
saved PDEs

DDPS MARx
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P2P CONTRACT/PBP UPDATE 
PROCESSING (CONTINUED)

♦ Updates are for all changes to enrollment 
information and are not limited to changes 
affecting P2P.

♦ Update Codes regarding P2P changes resulting 
from Contract/PBP Update will only be sent to 
the Submitting Contract, not to the Updated or 
Original Contract of Record.

♦ Changes to HICN will appear on the Special 
Return file and will generate an edit code 710. 

♦ Updated Contract of Record and Original 
Contract of Record are only informed of P2P 
changes through monthly reports.



Prescription Drug Event Data Advanced Training
August 2007 1-26

 

P2P CONTRACT/PBP UPDATE 
INFORMATIONAL EDIT CODES

Condition no 
longer exists.

Submitting Contract is now the 
Contract of Record, but Updated 
PBP of Record is different from 
Submitting PBP.

855

New condition 
established.

Contract of Record and PBP of 
Record have been updated.854

Continues to be 
non-P2P PDE.PBP of Record has been updated.853

Condition no 
longer exists.

Submitting Contract/PBP is now the 
Contract/PBP of Record.852

Condition now 
exists.

Contract of Record has been 
updated.851

P2P ConditionDescriptionUpdate Code
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CONTRACT/PBP UPDATE 
EXAMPLE

1B1A1A

PBP of 
Record 
Update 

Reported 
on Return 

File

Contract of 
Record 
Update 

Reported 
on Return 

File

Updated 
PBP of 
Record

Updated 
Contract 

of 
Record

Original 
PBP of 
Record

Original 
Contract 

of 
Record

(S)
PBP

(S) 
Contract

(S) = Submitting

Y N

Workbook 

Scenario 3
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CONTRACT/PBP UPDATE 
EXAMPLE (CONTINUED)

43

42

41

40

4

Update 
Month

Month after 
Submission

Submission 
MonthReport

CPP = $100

$100

$0
$0
$0
$0

$0
$0
$0
$0

$100
$100
$100
$100

$100 $0
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CONTRACT/PBP UPDATE 
EXAMPLE

1A1B1A

PBP of 
Record 
Update 

Reported 
on Return 

File

Contract 
of Record 

Update 
Reported 
on Return 

File

Updated 
PBP of 
Record

Updated 
Contract 
of Record

Original 
PBP of 
Record

Original 
Contract 
of Record

(S)
PBP

(S) 
Contract

(S) = Submitting

N N

Workbook 

Scenario 4



Prescription Drug Event Data Advanced Training
August 2007 1-30

 

CONTRACT/PBP UPDATE 
EXAMPLE (CONTINUED)

43

42

41

40

4

Update 
Month

Month after 
Submission

Submission 
MonthReport

$0

$100

$100
$100

$100

$100

$0
$100

$0

$0

($100)

$0
($100)

$0 $100

CPP = $100
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CONTRACT/PBP UPDATE 
EXAMPLE

2A1A1A

PBP of 
Record 
Update 

Reported 
on Return 

File

Contract 
of Record 

Update 
Reported 
on Return 

File

Updated 
PBP of 
Record

Updated 
Contract 

of 
Record

Original 
PBP of 
Record

Original 
Contract 

of 
Record

(S)
PBP

(S) 
Contract

(S) = Submitting

N Y

Workbook 

Scenario 5
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CONTRACT/PBP UPDATE 
EXAMPLE (CONTINUED)

Submission 
Month

4 (PBP 2)

4 (PBP 1)

Update 
Month

Month after 
SubmissionReport

$100

$0

$100

$0

$0

$100

CPP = $100
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CONTRACT/PBP UPDATE 
EXAMPLE

1C1B1A

PBP of 
Record 
Update 

Reported 
on Return 

File

Contract 
of Record 

Update 
Reported 
on Return 

File

Updated 
PBP of 
Record

Updated 
Contract 

of 
Record

Original 
PBP of 
Record

Original 
Contract 

of 
Record

(S)
PBP

(S) 
Contract

(S) = Submitting

Y N

Workbook 

Scenario 6
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CONTRACT/PBP UPDATE 
EXAMPLE (CONTINUED)

41

43

42

40

Update 
Month

Month after 
Submission

Submission 
MonthReport

Contract A to Contract B

$100

$100

CPP = $100

$100

$100

$100

$0

$100

$0

$0

($100)

$0

($100)
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CONTRACT/PBP UPDATE 
EXAMPLE (CONTINUED)

43

42

41

40

Update 
Month

Month after 
Submission

Submission 
MonthReport

Contract A to Contract C CPP = $100

$0

$0

$0

$0

$0

$0

$0

$0

$100

$100

$100

$100
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CONTRACT/PBP UPDATE 
EXAMPLE

2A1B1A

PBP of 
Record 
Update 

Reported 
on Return 

File

Contract of 
Record 
Update 

Reported 
on Return 

File

Updated 
PBP of 
Record

Updated 
Contract 

of 
Record

Original 
PBP of 
Record

Original 
Contract 

of 
Record

(S)
PBP

(S) 
Contract

(S) = Submitting

N Y

Workbook 

Scenario 7
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CONTRACT/PBP UPDATE 
EXAMPLE (CONTINUED)

Update 
Month

Month after 
Submission

Submission 
MonthReport

43

42

41

40

4 $0

$100

$100
$100

$100

$100

$0
$100

$0

$0

($100)

$0
($100)

$0 $100

CPP = $100
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CONTRACT/PBP UPDATE 
EXAMPLE

2B1B1A

PBP of 
Record 
Update 

Reported 
on Return 

File

Contract 
of Record 

Update 
Reported 
on Return 

File

Updated 
PBP of 
Record

Updated 
Contract 

of 
Record

Original 
PBP of 
Record

Original 
Contract 

of 
Record

(S)
PBP

(S) 
Contract

(S) = Submitting

N N

Workbook 

Scenario 8
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CONTRACT/PBP UPDATE 
EXAMPLE (CONTINUED)

43

42

41

40

Update 
Month

Month after 
Submission

Submission 
MonthReport

$100

$100

$100

$100

$100

$0

$100

$0

$100

$0

$100

$0

CPP = $100
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P2P PROCESS

PDE Submission

P2P Identification and 
Financial Settlement

Part D Reconciliation

Contract/PBP Update

P2P Identification and 
Financial Settlement
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P2P RECONCILIATION 
PROCESS EXAMPLE

John Brown changes from Winter Health Plan to Spring 
Health Plan in the middle of the coverage year.

ENROLLMENT INFORMATION

10/01/07Spring Health 
Plan

09/30/0707/01/07Winter Health 
Plan

End DateStart DateContract
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

PDE ACTIVITY

11/18/07

10/25/07

10/25/07

10/25/07

10/03/07

10/03/07

09/29/07

09/29/07

CMS 
Processed 

Date

$42.5011/16/07

$15.4510/15/07

$23.4210/09/07

$14.7210/09/07

$12.2010/02/07

$18.3610/02/07

$23.4209/28/07

$42.5009/28/07

P2P 
Condition

?
CPPDate of 

Service

N

N

N

Y

Y
Y

Y

Y

Winter 
Health 
Plan 

submits 
PDEs
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

$23.42 09/28/07
$42.50 09/28/07

CPPDOS

Winter Health Plan - September Monthly 
Reports

Report 4
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

$12.2010/02/07 
$18.3610/02/07

CPPDOS

Spring Health$14.7210/09/07

Spring Health$15.4510/15/07
Spring Health$23.4210/09/07

Contract of RecordCPPDOS

Winter Health Plan - October Monthly 
Reports

Report 4

Reports 40 and 41
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

$23.4210/09/07
$15.4510/15/07 

$14.7210/09/07 
CPPDOS

Reports 42 and 43

Spring Health Plan - October Monthly 
Reports
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

$12.20
$18.36

CPP

Spring Health
Spring Health

Contract of 
Record

85110/02/07
85110/02/07 

Update CodeDOS

Special Return File

Winter Health Plan
For Contract/PBP Update
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

Spring Health$18.3610/02/07
Spring Health$12.2010/02/07

Contract of RecordCPPDOS

Winter Health Plan – July Monthly Reports

Reports 40 and 41
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

$12.2010/02/07 
$18.3610/02/07
CPPDOS

Reports 42 and 43

Spring Health Plan – July Monthly Reports
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P2P RECONCILIATION 
PROCESS EXAMPLE (CONTINUED)

$ 0.00Report 42
$65.92Report 4

Total CPPReportsWinter 
Health 
Plan

Winter Health Plan and Spring Health Plan
for Part D Payment Reconciliation

$84.15Report 42
$ 0.00Report 4

Total CPPReportsSpring 
Health 
Plan
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PLAN LIABILITY  

Enrollment 
Submissions

Plan 
Liability

As frequency of 
Enrollment 

Submissions 
increases, plan 

liability decreases
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SUMMARY

♦ Defined P2P Reconciliation and 
common terms

♦ Described the P2P process flow
♦ Identified edits related to the P2P 

process
♦ Applied the P2P process to 

examples, including reporting 
financial data
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EVALUATION

Please take a moment 
to complete the 

evaluation form for 
the Plan-to-Plan 

(P2P) Reconciliation 
Module.
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Workbook Scenario 5 
 
Jane Brown, John’s wife, changed from Winter Health’s PBP 001 to PBP 002, effective 
September 1, 2007. 
 
This situation does not qualify as a P2P condition. Even after the Contract/PBP Update, 
this remains a non-P2P condition. However, CMS will send Winter Health a Special 
Return File because the Contract/PBP Update is meant to update all enrollment 
changes including PBP-only updates. 
 
Enrollment Effective Date __________________________    
 
 
 
Workbook Scenario 6 
 
Frank Cloud was enrolled in Winter Health Plan effective August 1, 2007. Winter Health 
submitted a PDE record on September 17, 2007 for DOS September 2, 2007. On 
August 15, 2007, Spring Health submitted an enrollment transaction for Frank with a 
September 1, 2007 effective date, which created a P2P condition. Spring Health settled 
financially with Winter Health. 
 
Summer Health Plan also submitted an enrollment for Frank, but on September 25, 
2007, with effective date August 1, 2007. Winter Health was not informed that Summer 
Health was the Contract of Record until it received the Special Return File following the 
Contract/PBP Update. 
 
Enrollment Effective Date ______________________________________________    
 

PDE Date of Service PDE Record Submission Date 

1   

 
 
 



Page 4 of 4 

Workbook Scenario 7 
 
Sarah Blue was enrolled in Winter Health in August 2007. Spring Health enrolled Sarah 
in their plan. The enrollment effective date was September 1, 2007. During September 
Winter Health submitted a PDE. Spring Health paid Winter Health for the claim because 
of the P2P condition. 
 
The beneficiary re-enrolled into Winter Health for September 2007 under PBP 002. This 
transaction processed after the Enrollment into Spring Health. During the Contract/PBP 
Update process, Winter Health was found to be the Contract of Record, but the PBP 
had changed according to the Special Return File from PBP 001 to PBP 002.  
 
Enrollment Effective Date ______________________________________________    
 

PDE Date of Service PDE Record Submission Date 

1   

 
 
 
Workbook Scenario 8 
 
Kelly Yellow enrolls in Spring Health in July, which disenrolled her from Winter Health 
Plan. Spring Health paid Winter Health for Kelly’s P2P PDEs for covered drugs that 
occurred during the transition period. Kelly switched PBPs in July, not long after her 
enrollment was effective. 
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Plan-to-Plan (P2P) Reconciliation Process Final 
(Combined Instructions) 

 
110 Plan-to-Plan Reconciliation  
 
110.1 Overview: 
 
Plan-to-Plan (P2P) reconciliation is a financial settlement process between two Part D Sponsors 
in which the Contract of Record compensates the Submitting Contract for claims paid on a 
beneficiary that belongs to the Contract of Record.  CMS originally implemented P2P in three 
phases but P2P should be viewed as an ongoing process that will occur throughout each coverage 
year.  This process will identify submitted PDEs for a possible P2P condition and report the 
affected PDEs to the Sponsors for financial settlement.  Throughout the year, Sponsors will 
receive P2P reports on a monthly basis.  The reports show payables and receivables, which 
Sponsors are responsible for reconciling the full financial amount with one another.  Prior to the 
Annual Part D Payment Reconciliation, CMS will update previously accepted PDEs for any 
changes in Contract and/or PBP of Record.  These changes will appear on monthly reports and 
may establish payables or receivables that must be reconciled in full.  This process is done prior 
to the Part D Payment Reconciliation to ensure that the Contract of Record has paid all of the 
claims for each beneficiary enrolled in their Contract.  
 
110.2 Definitions: 
 
The following definitions will help to clarify specific terminology that is used when discussing 
the P2P Process. 
 
P2P PDEs: P2P PDEs are PDEs in which the Submitting Contract differs from the Contract of 
Record, according to CMS databases, on the date of service documented on the PDE.  P2P PDEs 
for covered drugs are the only PDEs that are subject to P2P financial settlement and Part D 
Payment Reconciliation.  P2P applies only to basic Part D benefits, as defined in the statue.  Note 
that formulary status, contractual status of pharmacy, utilization management edits, etc. are not 
relevant as payment of all such costs fall under CMS transition policy requirements.  
 
P2P Reconciliation: P2P reconciliation is the financial settlement process between two Part D 
Sponsors in which each Contract of Record compensates each Submitting Contract for all 
Covered Plan Paid (CPP) amounts and Low Income Cost-Sharing Subsidies (LICS) paid for by 
the Submitting Contract for beneficiaries that belong to the Contract of Record, according to 
CMS databases.  This settlement process will occur each month after receiving the monthly P2P 
reports from CMS.  
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P2P Contract/PBP Update: Prior to the Part D Payment Reconciliation, CMS will update 
Contract and/or PBP of Record on saved PDE data if there were changes in this information from 
the time the PDE was processed and accepted by CMS.  This process only affects saved PDEs 
that have changes to Contract and/or PBP of Record. If the update results in a P2P condition or a 
change from a P2P condition to a non-P2P condition, the affected Sponsors will go through P2P 
Reconciliation. 
 
Submitting Contract: The Submitting Contract is submitting PDE data for which they may or 
may not be the Contract of Record at the time that they are submitting the PDE, according to 
beneficiary enrollment information documented in the CMS databases. 
 
Submitting PBP: The Submitting Plan Benefit Package (PBP) is submitting PDE data under the 
Submitting Contract. 
 
Original Contract of Record:  This is the Contract that is the Part D Sponsor with the 
beneficiary enrollment as documented in CMS databases, when the PDE was accepted and saved 
by CMS.   
 
Original PBP of Record: This is the PBP listed under the Original Contract of Record as 
documented in CMS databases, when the PDE was accepted and saved by CMS.  
  
Updated Contract of Record: The new Contract of Record after CMS performs the 
Contract/PBP Update that affects saved PDE data.  
 
Updated PBP of Record: The new PBP of Record after CMS performs the Contract/PBP 
Update that affects saved PDE data.  
 
Part D Payment Reconciliation: Part D Payment Reconciliation is the statutorily defined 
reconciliation.  It is conducted on a benefit year basis, after the completion of the benefit year.  
In Part D Payment Reconciliation, all PDE-reported costs must be attributed to the Contract of 
Record. 
 
Rollover Process: If a Contract/PBP that is offered in a current benefit year will not be offered 
in the following benefit year, the beneficiary may be removed from the terminating PBP and 
placed into a PBP that will be offered in the following benefit year.  When this process is done 
automatically by CMS, it is described as a Rollover Process.  The beneficiary will be under the 
new PBP effective January 1 of the following benefit year.  For example, if a Contract/PBP is 
offered in 2006 but not in 2007, the beneficiary will be placed in another PBP effective January 
1, 2007.  A beneficiary enrollment record that was created during the rollover process can be 
identified by Enrollment Source ID Code = D.  
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110.3 Authority:  
 
Under 42 CFR 423.464(a), Part D Sponsors have an obligation to coordinate benefits with 
entities providing other prescription drug coverage to Part D eligible individuals.  This obligation 
includes other Part D Sponsors.  The P2P process provides a means to coordinate correction of 
claims payments made by a Sponsor other than the Contract of Record.  CMS requires that all 
Part D Sponsors participate in the P2P process. 
 
Under the same authority established under 423.464(a), CMS established an initial transition 
period effective end date policy in order to align the P2P reconciliation process with plan 
formulary transition periods to ensure that all drug costs included in the Summary Reports are 
covered Part D drugs with respect to each Part D Sponsor.  The start date of this transition period 
begins with the effective date of enrollment in a specific Contract/PBP.  In order to coordinate 
benefits between the Submitting Contract and the Contract of Record in a fair and equitable 
manner, CMS established the policy that the effective end date of the minimum transition period 
occurs on the later of: 
 
 (1) 30 days after the effective date of coverage, or 
 (2) 30 days after the date the new Contract of Record submits the enrollment to CMS.  
 
This policy protects the Submitting Contract from exposure to costs that would otherwise be 
incurred outside the Contract of Record’s initial transition period when, without its knowledge 
and beyond its control, that new Part D Sponsor has delayed submitting the enrollment 
transaction to CMS.  Since the submission and processing of the new enrollment transaction 
generates the disenrollment to the Disenrolling (Submitting) Contract, it would not be 
appropriate to limit the Disenrolling (Submitting) Contract’s ability to recover costs to only the 
first 30 days of coverage in the new contract (Contract of Record). 
 
CMS has already established the requirement that enrollments be submitted within at least 14 
days of the application date.  This P2P transition period now provides an additional incentive to 
submit enrollments to CMS as rapidly as possible, and ideally on a daily basis, in order to 
minimize potential P2P liabilities.  For example, a Part D Sponsor that submits enrollments to 
CMS within 24 hours of receipt will incur almost no additional P2P transition period liabilities 
under this policy.  However, a Part D Sponsor that batches enrollments and sends them in to 
CMS just before payment cut-off in the following month will subject itself to an approximate 45 
day potential transition period liability for P2P reimbursements.  Even later submissions would 
expose the new Contract of Record to even longer potential P2P transition periods and greater 
potential financial liability.  
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In the P2P Process, each party involved has specific roles and responsibilities.  The parties 
involved in P2P are the Submitting Contract, the Contract of Record, and CMS.  The roles and 
responsibilities include: 

 • CMS provides the capacity to accept the data and report back to each affected Sponsor 
the appropriate information to facilitate P2P reconciliation.  

 • CMS provides all Sponsors with CPP and LICS on the P2P Monthly Reports. CMS 
cannot disclose proprietary data so additional data cannot be provided.  

 • All Sponsors are required to submit accurate and timely PDEs that represent all Part D 
covered claims paid, making adjustments and reversals where appropriate.  

 • The Submitting Contract must attest to the accuracy of all submitted PDEs, including 
those for P2P reconciliation. All submitted PDE data is subject to audit.  

 • The Submitting Contract must retain (and report as DIR) any rebates earned for P2P 
claims.  

 • The Contract of Record is required to make timely payment to the Submitting Contract 
for all CPP and LICS reported on the monthly reports as outlined below.  The Contract of 
Record has no authorization to require any additional documentation or attestations 
regarding the accuracy of the Submitting Contract’s financial data on the P2P reports.  
The Contract of Record must pay the full amount displayed on the monthly payables 
report.  

 • The Contract of Record is required to certify payment of all P2P amounts due to all Part 
D Sponsors. CMS will not reconcile P2P amounts that have not been certified as paid.  

 • The Contract of Record must pay P2P payables to the Submitting Contract within thirty 
days of the date on which CMS distributes P2P reports. 

 • Part D Sponsors must promptly open and review monthly reports in order to meet P2P 
payment timeframes. 

 • Part D Sponsors make payments without intervention from CMS. CMS does not dictate 
the manner in which the payment is made.  

 
110.4 P2P Process 
 
110.4.1 P2P PDE Processing 
 
The following steps describe P2P processing within the PDE processing through the Drug Data 
Processing System (DDPS).  Diagram 1 below illustrates the steps. The numbers below 
correspond to the numbers within the diagram.  
 
1.  DDPS compares the Submitting Contract to the Contract of Record.   
 
 Submitting Contract = Contract of Record 
 



2007 Prescription Drug Event  
Data Advanced Training 

 
 

             P2P RECONCILIATION PROCESS FINAL 

 1-5

 If the Submitting Contract is the Contract of Record, DDPS will evaluate whether the 
Submitting Plan is the Plan of Record.  This process is illustrated below in blue and is part of the 
non-P2P processing already in place in DDPS.  
 
 If the Submitting Contract is not the Contract of Record, the PDE follows the P2P edits 
which are illustrated below in pink. 
 
2.  DDPS evaluates DOS on PDEs in which the Submitting Contract is not the Contract of 
Record to determine if a valid P2P period exists. 
 
 a. DOS > 06/30/07 
 
 If the DOS is within the time period of January 1, 2006 through June 30, 2007, the PDE 
will bypass the edits for the initial transition period.  The initial transition period does not apply 
to PDEs with DOS within this time period.   
 
 If the DOS is after June 30, 2007, the PDE will follow DDPS editing to evaluate whether 
or not the PDE falls within the initial transition period. 
 

b. DDPS compares DOS to the Enrollment Effective Date plus 30 days or the CMS 
Process Date plus 30 days. 
 
 DOS ≤ (Later of Enrollment Effective Date or CMS Process Date) + 30 days  
 

If the DOS is not equal to or earlier than the Enrollment Effective date plus 30 days or the 
CMS Process date plus 30 days, the PDE does not meet P2P Criteria and the system will 
generate a 706 rejection code.  The 706 code is generated when the DOS does not fall within a 
valid P2P period.  When the DOS occurs later, the beneficiary must be enrolled in the Submitting 
Contract on the DOS.   
 
 Example:  The Submitting Contract sends a PDE for John Doe, who they believe is 
enrolled in their Plan A.  Within the CMS Database, John Doe’s enrollment effective date is 
8/1/07 for Plan B under a different Contract (the Contract of Record).  CMS processed the 
enrollment on 9/4/07.  DDPS will compare the DOS to the CMS Process Date + 30 days, which 
is 10/4/07.  DOS on the PDE is 10/30/07.  The Submitting Contract will receive a 706 rejection 
code.  The Submitting Contract should not have John Doe in their enrollment database 30 days 
after CMS processes the enrollment.   
 
 If the DOS is equal to or earlier than the Enrollment Effective date plus 30 days or the 
CMS Process date plus 30 days, the record meets P2P criteria. 
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 Example:  The Submitting Contract sends a PDE for Jane Smith, who they believe is in 
their Plan A.  Within the CMS Database, Jane Smith’s enrollment effective date is 8/1/07 for 
Plan B under a different Contract (the Contract of Record).  CMS processed the enrollment on 
8/15/07.  DDPS will compare the DOS to the CMS Process Date + 30 days, which is 9/14/07.  
The DOS on the PDE is 9/6/2007.  This PDE will continue to process through additional validity 
edits for P2P within DDPS. 
 

c. DDPS evaluates the Enrollment Source ID. 
 
 If the Enrollment Source ID code = D (Rollover). 
 
 If the Enrollment Source ID code is D, a beneficiary enrollment record was created 
during the Rollover Process.  PDEs submitted for a beneficiary involved in the Rollover Process 
are not part of P2P processing.  The Submitting Contract will receive a rejection edit code of 
706.   
 
 If the Enrollment Source ID Code is not D, the PDE will continue to process through P2P 
edits within DDPS.   
 
3.  DDPS then compares the Submitting Contract to the Prior Contract of Record. 
 
 Submitting Contract = Prior Contract of Record 
  
 The P2P situation will frequently occur when the Submitting Contract is the Prior 
Contract of Record.  The Submitting Contract will continue to submit PDE data for a beneficiary 
until they receive disenrollment data for that beneficiary.  Frequently, the Submitting Contract 
receives the disenrollment data after they have processed pharmacy claims for the disenrolled 
beneficiary.  All PDE data submitted by the Contract that was the Prior Contract of Record will 
process through DDPS as P2P PDE data.  This process is displayed in yellow in the diagram 
below.  When the Submitting Contract is the Prior Contract of Record, the PDE will then be 
edited based on the Drug Coverage Status Code.  If the drug is a covered drug (Drug Coverage 
Status Code = ‘C’), the Submitting Contract will receive a 708 informational edit code.  This 
code identifies PDEs that will be included in the Submitting Contract’s P2P reconciliation with 
the Contract of Record.  If the Drug Coverage Status Code is either ‘E’ (for enhanced alternative 
drugs) or ‘O’ (for Over-the-Counter Drugs) the Submitting Contract will receive a 709 edit code.  
This code identifies PDEs that will be excluded from the Submitting Contract’s P2P 
reconciliation with the Contract of Record. 
 
 CMS will send an informational edit code of 712 when the PDE data has processed yet 
the Submitting Contract is not the Prior Contract of Record.  In this situation, CMS defines the 
Prior Contract of Record to be the Contract of Record immediately preceding the Contract of 
Record as documented in CMS databases.  The term does not refer to all Prior Contracts of 
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Record.  Since this situation occurs less frequently, the Part D Sponsor receiving the 
informational code 712 should check their database to investigate why they submitted PDE data 
for the beneficiary.  Upon receiving the 712 code, the Sponsor should determine if they need to 
update their enrollment information on this beneficiary.  This code is sent only to inform 
Sponsors.  The PDE data will continue to process through P2P editing which evaluates the Drug 
Coverage Status Code.  In addition to receiving the code 712, the Submitting Contract will also 
receive either a code 708 if the drug is a covered drug or a code 709 if the drug is either an 
enhanced alternative drug or over-the-counter drug. 
 

 
Diagram 1 

No 
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Yes 

No 

No 

Plan-to-Plan 
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Eligibility Edits 
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After a PDE is processed through this P2P processing, the PDE continues through the standard 
PDE processing and editing that applies for all PDEs submitted to CMS.  Once this process is 
complete, DDPS will store the Contract of Record and the PBP of Record with the P2P PDEs to 
support reporting, P2P reconciliation, and Part D Payment Reconciliation.   
 
110.4.2 Return File 
 
After the PDEs are processed, a return file will be sent to the Submitting Contract.  This Return 
file is the standard Return file that is received on a monthly basis.  This return file should not be 
confused with the special Return file that will be generated after CMS performs the P2P 
Contract/PBP Update that occurs prior to the Part D Payment Reconciliation.  If edits 708, 709, 
or 712 apply to the P2P PDEs, DDPS changes the record type to informational (INF).  If edit 708 
applies, DDPS also annotates the Contract of Record number in positions 441-445 (before 
corrected HICN).  DDPS does not report Contract of Record on PDEs receiving 709 because 
these PDEs are exempt from P2P reconciliation.    
 
110.4.3 P2P Reporting  
 
P2P Reports provide the documentation for PDE accounting, P2P financial settlement, and Part 
D Payment Reconciliation.  The P2P Reports that the Submitting Contract receives are for PDE 
accounting and P2P Reconciliation.  The P2P reports that the Contract of Record receives are for 
P2P Reconciliation and Part D Payment Reconciliation.  The P2P Reports will summarize claims 
data at the beneficiary level without revealing negotiated prices, which the pharmacy industry 
considers to be proprietary data.  The Reports display CPP amounts and LICS amounts only.   
 
If a Contract of Record receives the P2P Monthly Reports but does not receive the EOB Transfer 
Report, which displays the TrOOP Balance Transfer or if the EOB Transfer Report shows a 
different amount from the P2P Reports they should contact the Submitting Contract.  The P2P 
Reports are not a proxy for the TrOOP Balance Transfers.  
 
DDPS distributes the report data in flat files. The report structure consists of a contract header, 
batch header, detail records, batch trailer, additional batch header, detail record, batch trailer 
sequences when necessary and a contract trailer.  The batch trailer record subtotals the financial 
data for the detail records within the batch.  The contract trailer record has the grand total for all 
of the batches in the file.  We retain header and trailer data elements in the same positions as the 
existing cumulative management reports.  However, the batch level records have new identifiers 
in two of the reports to account for the special batching that is being done to facilitate the P2P 
reconciliation.  
 



2007 Prescription Drug Event  
Data Advanced Training 

 
 

             P2P RECONCILIATION PROCESS FINAL 

 1-9

The report layouts, contents, and purpose are summarized below.  
 
 Submitting Contract Reports: The Submitting Contract reports document the amounts 
the Submitting Contract paid for drugs when the Submitting Contract was not the Contract of 
Record, according to CMS databases.  The Submitting Contract will receive two reports: the P2P 
PDE Accounting Report (Report 40) and the P2P Receivable Report (Report 41).  There is a P2P 
PDE Accounting Report for each of the three drug coverage status codes (“C”-covered, “E”-
enhanced, and “O”-over the counter). 
 
 P2P PDE Accounting Report (Report 40COV, 40ENH, and 40OTC)- 

Report 40 is a YTD cumulative report that documents cumulative financial amounts 
reported by the Submitting Contract.  Similar to the existing Report 4 “YTD Cumulative 
Beneficiary Summary Report”, there is a detail record for each beneficiary.  As in Report 
4, the batch level summarizes by each of the Submitting Contract’s PBPs, and the header 
level summarizes by the Contract.  
 
The P2P PDE Accounting Report for Covered Drugs (Report 40COV) generally uses the 
same format in Report 4, but adds Contract of Record contract number to the end of the 
detail record.  

 
The P2P PDE Accounting Reports for Enhanced Drugs and Over the Counter Drugs 
(Reports 40ENH and 40OTC) do not report the Contract of Record on the detail record 
because there will be no P2P reconciliation for these drugs. (These reports are provided 
for plan convenience to assist in PDE accounting.) We expect a low volume of E and O 
drugs in this process because not all plans offer E and O drugs. No other P2P report will 
carry these records.  
 

For purposes of PDE accounting, the Submitting Contract should confirm that the 
totals on Report 4 and the P2P PDE Accounting Reports equal the net totals for 
all PDEs accepted in DDPS (i.e. ACC and INF PDEs on the return file). Totals 
should match at the beneficiary level, the contract/PBP level and the contract 
level.  
 
General layout is as follows:  
 

Submitting Contract= Contract A 
Contract of Record = Contract of Record B-1, B-2, B-3, etc.  
Report Recipient = Contract A  
File Structure:  

CHD  
Contract A 

PHD  
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Contract A/PBP  
DET  
Bene/ Contract of Record B-1  
Bene/ Contract of Record B-2  
Bene/ Contract of Record B-3  

PTR  
Contract A/PBP  

CTR  
Contract A  
 

P2P Receivable Report (Report 41COV)- 
This report is a monthly report that documents the net change in P2P 
reconciliation receivable amounts. This report is substantially smaller than Report 
4 and the P2P PDE Accounting Report. The detail records display the twelve 
fields necessary for P2P reconciliation and the Contract of Record’s Part D 
Payment Reconciliation. This report is batched by Contract of Record contract 
numbers. The summary data on the batch trailer record serves as the Submitting 
Contract’s record of the accounts receivable due from each Contract of Record. 
Upon receipt the Submitting Contract reviews that P2P Amount field and the 
Contract of Record to learn how much money it will receive and from whom. The 
Submitting Contract expects to receive that payment within thirty days of the date 
that CMS distributed the report.  
 
In the unusual event of a net overpayment to the Submitting Contract, the P2P 
amount will be negative. In other words interpret a negative P2P amount on this 
report as a Submitting Contract payable. The Submitting Contract must pay back 
the Contract of Record within 30 days of the date CMS distributes this report.  
 
General layout is as follows: 
 

Submitting Plan = Contract A  
Contract of Record = Contract of Record B-1, B-2, B-3, etc.  
Report Recipient = Contract A  

File Structure:  
CHD  
Contract A  

PHD  
Contract of Record B-1  

DET  
Bene  

PTR  
Summary of monthly amounts due from Contract of Record B-1  
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PHD  
Contract of Record B-2  

DET  
Bene  

PTR  
Summary of monthly amounts due from Contract of Record B-2  
PHD  
Contract of Record B-3  

DET  
Bene  

PTR  
Summary of monthly amounts due from Contract of Record B-3  

CTR  
Summary of all monthly amounts due to Contract A 
  

Contract of Record Reports: The Contract of Record receives the P2P Part D Payment 
Reconciliation Report (Report 42COV) and the P2P Payable Report (Report 43COV). 
The Contract of Record reports are extracted from the data in the covered drug version of 
the P2P PDE Accounting Report (Report 40COV) and are sorted in two different ways. 
When the Contract of Record owes money to multiple Submitting Contracts, the Contract 
of Record reports combine the covered drug version of the P2P PDE Accounting Report 
data from each Submitting Contract.  
 

P2P Part D Payment Reconciliation Report (Report 42COV)-  
Report 42 is the YTD cumulative report of all financial amounts reported by 
Submitting Contracts that will be used in the Contract of Record’s Part D 
Payment Reconciliation. The detail records in this report have the same data as 
the detail records in Report 41, with the addition of Submitting Contract’s 
contract number. The report is batched by Contract of Record’s PBPs, allowing 
for incorporation in Contract of Record’s Part D Payment Reconciliation (which 
is always performed at the Contract/PBP level).  
 
To understand the status of Part D Payment Reconciliation, the Contract of 
Record will sum the totals on Report 4 and the P2P Part D Payment 
Reconciliation Report (Report 42). These combined totals, in comparison to the 
Plan’s prospective payments reported on the MMR are the basis for Part D 
Payment Reconciliation.  
 
General layout is as follows: 

 
Submitting Contract = Contract A-1, A-2, A-3, A-etc.  
Contract of Record = Contract B  
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Report Recipient = Contract B  
 

File Structure:  
CHD  
Contract B  

PHD  
PBP B 001  

DET  
Bene/Contract A-1  
DET  
Bene /Contract A-2  
DET  
Bene /Contract A-1  

PTR  
YTD Part D Payment Reconciliation amounts for PBP B 001  
PHD  
PBP B 002  

DET  
Bene /Contract A-1  
DET  
Bene /Contract A-3  

PTR  
YTD Part D Payment Reconciliation amounts for PBP B 002  

CTR  
YTD Part D Payment Reconciliation amounts for Contract of Record B  

 
P2P Payable Report (Report 43COV)-  
This report serves as the Contract of Record’s invoice for P2P reconciliation. The 
detail records are precisely the same as those in Report 41COV but the batching is 
different. This report is batched by Submitting Contract identity. The batching in 
this report is by Submitting Contract, allowing summary records of amounts owed 
to be created at the batch level. Upon receipt the Contract of Record reviews the 
P2P amount field and the Submitting Contract on this report to learn how much 
money it must pay and to whom. A negative payable would mean that the 
Submitting Contract owes the Contract of Record. The Contract of Record makes 
payments to each Submitting Contract within thirty days of the date that CMS 
distributed the report.  
 
General layout is as follows:  
 

Submitting Contract = Contract A-1, A-2, A-3, A-etc.  
Contract of Record = Contract B  
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Report Recipient = Contract B  
 
File Structure:  

CHD  
Contract B  

SHD  
Contract A-1  

DET  
Bene  

STR  
Summary of monthly amounts owed to Contract A-1  
SHD  
Contract A-2  

DET  
Bene  

STR  
Summary of monthly amounts owed to Contract A-2  
SHD  
Contract A-3  

DET  
Bene  

STR  
Summary of monthly amounts owed to Contract A-3  

CTR  
Contract of Record B’s total monthly amounts owed to all 
contracts 
 

 
110.4.4 P2P Contract/PBP Update Prior to Part D Payment Reconciliation 
 
Overview 
 
Throughout the benefit year, CMS may receive retroactive enrollments that will not be updated 
on PDEs for claims that were already accepted into DDPS by CMS.  In order for CMS to 
perform an accurate Part D Payment Reconciliation, the accepted PDEs will have to be attributed 
to the appropriate Contract and PBP of Record prior to running the Part D Payment 
Reconciliation.  The last step in the P2P Process performs the final update to Contract and/or 
PBP of Record on saved PDEs.  This update only occurs if there are changes to Contract and/or 
PBP of Record after a PDE has been processed and saved by CMS.  If changes are made and a 
P2P condition occurs or if a P2P condition now results in a non-P2P condition, the affected Part 
D Sponsors will go through P2P reconciliation.  The Sponsors will receive the financial amounts 
on the P2P Reports and financial settlement will occur between Sponsors.  The Submitting 
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Contract will receive a special return file that contains the affected PDE records.  This 
Contract/PBP Update process may occur more than once but will always occur prior to Part D 
Payment Reconciliation.   
 
P2P Contract/PBP Update Processing: 
 
P2P Contract/PBP Update will allow the Drug Data Processing System (DDPS) to query the 
CMS Medicare Advantage and Prescription Drug System (MARx) for changes to Contract and 
PBP of Record.  If this query results in changes, DDPS will update affected PDE data to reflect 
the changes.  If this query does not result in a change, no update will occur on the saved PDE 
data.  This process will update all changes to enrollment information; it is not limited to changes 
that affect P2P.  This process will also update enrollment information when the beneficiary 
moves from one PBP to another PBP within the same Contract.  
 
CMS developed update codes that will generate as a result of the P2P Contract/PBP Update.  The 
update codes will be received by the Submitting Contract on a special Return File.  The update 
codes will only be sent to the Submitting Contract and will not be sent to the Updated Contract 
of Record or the Original Contract of Record.  The Submitting Contract will also receive 
informational edit code 710 if the HICN has changed from when CMS accepted and saved the 
PDE record.  The corrected HICN will appear in positions 446-465 on the Special Return File.  
The update codes and the informational edit code 710 only apply to examples 1 through 5 below.  
 
The Contract/PBP update to saved PDEs will result in changes that appear on the monthly 
reports.  The monthly reports will show any new payables and receivables that result from the 
P2P Contract/PBP Update.  Any financial amounts resulting from this process will appear the 
same as any other financial amounts would appear on a monthly report.  Since the financial 
amounts from the P2P Contract/PBP Update will not be reported differently, the monthly reports 
should be thoroughly reviewed.  The layout of the monthly reports will not change.  The Updated 
Contract of Record and the Original Contract of Record will only be aware of changes by 
reviewing the monthly reports.  All of the changes resulting from the P2P Contract/PBP Update 
are explained in detail below. 
 
P2P Contract/PBP Update Codes: The Submitting Contract will receive an update code on the 
special Return File when enrollment changes result in a change in Part D financial dollar 
amounts.  The change may result in either a payable or receivable.  Each update code is meant to 
provide the Submitting Contract with an explanation of how the enrollment changes affect the 
saved PDE.  The explanation will assist the Submitting Contract when evaluating the monthly 
reports for changes.  
 

• Update Code 851: The Contract of Record has been updated; a P2P condition now 
exists.   
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• Update Code 852: The Submitting Contract/PBP is now the Contract/PBP of Record; a 
P2P condition no longer exists.   

• Update Code 853: PBP of Record has been updated.  This PDE continues to be a non-
P2P PDE. 

• Update Code 854: The Contract of Record and PBP of Record have been updated.  A 
new P2P condition is established.   

• Update Code 855: The Submitting Contract is now the Contract of Record but the 
Updated PBP of Record is different from the Submitting PBP.    A P2P condition no 
longer exists. 

 
Return File: The Submitting Contract will receive a special Return File that includes all PDEs 
that were sent and accepted from the Submitting Contract but now have a change in Contract 
and/or PBP of Record resulting from the P2P Contract/PBP Update.  This file will be in the same 
basic format as the existing Return File but will have a different file name so that it is not 
confused with the standard Return File.  
 
Although the basic format remains the same, one existing field will be used and a new field will 
be added to this special Return file.  The existing Contract of Record field will be populated with 
the Updated Contract of Record, when appropriate.  There will be a new field for Updated PBP 
of Record in positions 416-418.  This field will be populated when appropriate. 
 
Upon receiving a Return File, the Submitting Contract should update their database to reflect the 
changes.  Scenarios 1-5 below will show when the Return file will be populated with a PDE that 
displays Updated Contract of Record or Updated PBP of Record.  The columns for “Contract of 
Record Update Reported on Return File” and “PBP of Record Update Reported on Return File” 
will display “Y” when the file is populated and “N” when the file is not populated.  The only 
example below that will not generate a Return File is Scenario #6.  This update does not affect 
P2P reconciliation between the Contracts and does not affect Part D Payment Reconciliation.  On 
the return file, the Submitting Contract will receive update codes 851-855, which explain the 
change that occurred during the P2P Contract/PBP Update.  As stated above, the Submitting 
Contract will also receive informational edit code 710 if there is an updated HICN on the record. 
 
P2P Contract/PBP Update Changes:  The following six examples will explain the potential 
scenarios that can occur with the Contract/PBP Update process.  Within each example, there will 
be two sets of tables.  The first table will describe the scenario and will show which updates will 
appear in the special Return File and the second table will display the reports affected by the 
enrollment change and will show how the financial data will change between reports using 
Covered Plan Paid Amount (CPP) as an example. 
 
In order to understand the changes, the examples show how the Monthly Reports will appear for 
the month in which the Submitting Contract submits the PDE and the PDE is accepted (the 
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Submission Month), the month after Submission, and the Update Month (month in which CMS 
performs the Contract/PBP Update).   
 
Example 1:  
Scenario 
Submitting 
Contract 

Submitting 
PBP 

Original 
Contract 

of 
Record 

Original 
PBP of 
Record 

Updated 
Contract 

of 
Record 

Updated 
PBP of 
Record 

Contract 
of 

Record 
Update 

Reported 
on 

Return 
File 

PBP of 
Record 
Update 

Reported 
on 

Return 
File 

A 1 A 1 B 1 Y N 
 
Initially a P2P condition did not exist when the PDE was accepted by CMS.  Contract A was 
submitting PDE data for a beneficiary who was enrolled in Contract A, according to the CMS 
database.  The P2P Contract/PBP Update changed the Contract and PBP of Record.  A P2P 
condition now exists.  Update code 851 will be sent to the Submitting Contract.  In the Return 
file, the Submitting Contract (Contract A) will receive the PDEs for dates of service for which 
the beneficiary should now be enrolled under Contract B.  The Updated PBP of Record will not 
be sent on the Return File.  The P2P condition is established based on the Contract change so it is 
not necessary to send the PBP update to Contract A.  
 
Reports – Change in CPP 

Report Submission Month Month after 
Submission 

Update Month 

4 $100 $100 $0 
40 $0 $0 $100 
41 $0 $0 $100 
42 $0 $0 $100 
43 $0 $0 $100 

 
Prior to P2P Contract/PBP Update, Contract A was the only Contract that had this PDE on a 
Monthly Report.  The PDE will be documented on Report 4 for the month in which the PDE was 
submitted and accepted and the month after submission.  After the P2P Contract/PBP Update, the 
PDE will appear on Monthly Reports for both Contract A and Contract B.  The Updated Report 4 
will display $0 since the PDE will be documented on P2P Reports.  The Updated Contract of 
Record now owes the Submitting Contract $100 as shown in the P2P Reports 40 through 43. 
 



2007 Prescription Drug Event  
Data Advanced Training 

 
 

             P2P RECONCILIATION PROCESS FINAL 

 1-17

Example 2:  
Scenario 
Submitting 
Contract 

Submitting 
PBP 

Original 
Contract 

of 
Record 

Original 
PBP of 
Record 

Updated 
Contract 

of 
Record 

Updated 
PBP of 
Record 

Contract 
of 

Record 
Update 

Reported 
on 

Return 
File 

PBP of 
Record 
Update 

Reported 
on 

Return 
File 

A 1 B 1 A 1 N N 
 
Initially a P2P condition existed; Contract A was submitting PDE data for a beneficiary that was 
enrolled in Contract B.  The P2P Contract/PBP Update resulted in a change in Contract and PBP 
of Record.  The update code 852 will be sent to the Submitting Contract.  A P2P condition no 
longer exists.  The Contract/PBP that submitted the PDE is now the Contract/PBP of Record.  
The Contract of Record and PBP of Record fields will not be populated on the Return File.  
 
Reports – Change in CPP  

Report Submission Month Month after 
Submission 

Update Month 

4 $0 $0 $100 
40 $100 $100 $0 
41 $100 $0 ($100) 
42 $100 $100 $0 
43 $100 $0 ($100) 

 
When the P2P condition existed, Contract B paid Contract A $100, as shown in the Original 
Monthly Reports.  In the Updated Monthly Reports, the PDE will appear on Report 4 for 
Contract A.  Contract A will see ($100) on Report 41.  Contract B will see ($100) on Report 43.  
A negative receivable amount means that Contract A will owe Contract B.  In this example, 
Contract A owes Contract B $100. 
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Example 3:  
Scenario 
Submitting 
Contract 

Submitting 
PBP 

Original 
Contract 

of 
Record 

Original 
PBP of 
Record 

Updated 
Contract 

of 
Record 

Updated 
PBP of 
Record 

Contract 
of 

Record 
Update 

Reported 
on 

Return 
File 

PBP 
Update 

Reported 
on 

Return 
File 

A 1 A 1 A 2 N Y 
 
In this situation, a P2P condition did not exist originally and does not exist after the P2P 
Contract/PBP Update.  This situation is still described as a possible scenario because P2P 
Contract/PBP Update is meant to update all enrollment changes, including PBP-only changes.  A 
Return File will be sent to Contract A to notify them of the PBP Change.  An update code 853 
will be sent to inform Contract A of the change in PBP.  The change in PBP will be seen on the 
Monthly Reports.  
 
Reports – Change in CPP 

Report Submission Month Month after 
Submission 

Update Month 

4 (PBP 1) $100 $100 $0 
4 (PBP 2) $0 $0 $100 

 
Although the financial information will remain on Report 4, the information will be found under 
the new PBP of Record.  
 
Example 4: 
Scenario 
Submitting 
Contract 

Submitting 
PBP 

Original 
Contract 

of 
Record 

Original 
PBP of 
Record 

Updated 
Contract 

of 
Record 

Updated 
PBP of 
Record 

Contract 
of 
Record 
Update 
Reported 
on 
Return 
File 

PBP 
Update 
Reported 
on 
Return 
File 

A 1 B 1 C 1 Y N 
 
In this situation, a P2P condition existed between Contract A and Contract B.  Once the P2P 
Enrollment information was updated, a new P2P condition now exists between Contract A and 
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Contract C.  An update code of 854 will be sent to the Submitting Contract on the Return File.  
This file will include all PDEs for the affected dates of service where Contract C is the Contract 
of Record.   
 
Reports – Change in CPP between Contracts A and B 

Report Submission Month Month after 
Submission 

Update Month 

40 $100 $100 $0 
41 $100 $0 ($100) 
42 $100 $100 $0 
43 $100 $0 ($100) 

 
In the P2P condition that was originally on the monthly reports, Contract B paid Contract A $100 
in CPP for this PDE.  After CMS performed the Contract/PBP update, the new Contract of 
Record is Contract C.  Contract A will pay Contract B $100.  Contract A is returning the money 
that initially exchanged hands in the Original Monthly Reports.  This is shown by negative dollar 
amounts on Reports 41 and 43 for Contracts A and B.   
 
Reports – Change in CPP between Contracts A and Contract C  

Report Submission Month Month after 
Submission 

Update Month 

40 $0 $0 $100 
41 $0 $0 $100 
42 $0 $0 $100 
43 $0 $0 $100 

 
In the new P2P condition between Contract A and Contract C, Contract C is now the Contract of 
Record.  Contract C owes Contract A $100 in CPP for this PDE.  Contract C will be aware of the 
P2P liability through the P2P Monthly Reports generated during the P2P Contract/PBP Update 
month. 
 
This update will cause two changes on the P2P Reports for Contract A.  They will see changes in 
the DET rows for Contract of Record B and Contract of Record C on Reports 40 and 41.  
Contract A owes Contract B $100 and Contract A will receive $100 from Contract C. 
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Example 5: 
Scenario 
Submitting 
Contract 

Submitting 
PBP 

Original 
Contract 

of 
Record 

Original 
PBP of 
Record 

Updated 
Contract 

of 
Record 

Updated 
PBP of 
Record 

Contract 
of 

Record 
Update 

Reported 
on 

Return 
File 

PBP 
Update 

Reported 
on 

Return 
File 

A 1 B 1 A 2 N Y 
 

Prior to P2P Contract/PBP Update, a P2P condition existed between Contract A and Contract B.  
After the P2P Contract/PBP Update, Contract A was found to be the Contract of Record.  The 
PBP is different from the PBP that originally submitted the PDE.  An update code of 855 will be 
sent to the Submitting Contract.  Only the Updated PBP of Record field will be populated on the 
Return File. 
 
Reports – Change in CPP 

Report Submission Month Month after 
Submission 

Update Month 

4 $0 $0 $100 
40 $100 $100 $0 
41 $100 $0 ($100) 
42 $100 $100 $0 
43 $100 $0 ($100) 

 
Originally Contract B paid Contract A $100 in CPP for the PDE.  Once CMS performs the 
Contract/PBP update, a P2P condition no longer exists.  Contract A now owes Contract B the 
$100 that was initially paid.  This is displayed as a negative amount on the Updated P2P Monthly 
Reports.  For Contract A, Report 4 will now display the CPP amount under the Updated PBP.  
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Example 6: 
Scenario 
Submitting 
Contract 

Submitting 
PBP 

Original 
Contract 

of 
Record 

Original 
PBP of 
Record 

Updated 
Contract 

of 
Record 

Updated 
PBP of 
Record 

Contract 
of 

Record 
Update 

Reported 
on 

Return 
File 

PBP 
Update 

Reported 
on 

Return 
File 

A 1 B 1 B 2 N N 
 

A P2P condition remains between Contract A and Contract B, only the PBP of Record changes.  
This does not change the financial information that was exchanged previously with Contract A 
and B so Contract A will not receive a Return file showing this change.   
 
Reports – Change in CPP  

Report Submission Month Month after 
Submission 

Update Month 

40 $100 $100 $100 
41 $100 $0 $0 
42 $100 $100 $100 
43 $100 $0 $0 

 
This update will not result in a change in financial dollar amounts on the monthly reports.  The 
financial amounts will now be found under the Original Contract of Record but under the 
Updated PBP of Record.   
 
110.4.5 P2P involvement in Part D Payment Reconciliation 
 
Contract of Record 
The goal of the monthly P2P financial settlement process is to ensure that the Contract of Record 
is financially responsible for PDEs that were submitted to CMS for each beneficiary that is 
enrolled in the Contract of Record according to CMS databases.  Each month, the Contract of 
Record shall reimburse each of the Submitting Contracts for the full P2P financial amounts that 
appear on Report 43COV.  In addition to making payments each month, the Contract of Record 
is also required to certify payment of all P2P amounts due to all Part D sponsors.  CMS will not 
reconcile (Part D Payment Reconciliation) P2P amounts that have not been certified as paid.  
 
Report 42COV will display the year-to-date financial totals for P2P conditions between the 
Contract of Record and Submitting Contracts.  This report is a sum of each monthly Report 43 
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received by the Contract of Record.  For Part D Payment Reconciliation, the totals from Report 
42COV and Report 4 will be summed for the Contract of Record.   
 
Submitting Contract 
The Submitting Contract will have rebates for some PDEs that were submitted to CMS and 
resulted in a P2P condition.  The Submitting Contract will report the DIR earned for any P2P 
claims to CMS.  DIR is the only P2P financial amount paid by the Submitting Contract that will 
be included in the annual Part D Payment Reconciliation.  
 
110.5  Example of the P2P Reconciliation Process 
 
Beneficiary 1 changes from Contract A to Contract B during the coverage year.  This example 
displays what will occur throughout the entire P2P Reconciliation Process.   
 
Enrollment Information 
 

Contract Start Date End Date 
Contract A 07/01/07 09/30/07 
Contract B 10/01/07  

 
Beneficiary 1 disenrolls from Contract A.  Contract B submits the enrollment to CMS on 
10/11/07 and CMS processed the enrollment on 10/13/07. 
 
PDE activity for Beneficiary 1 
 
Submitting 
Contract 

DOS CPP CMS 
Processed 
Date 

Contract A 09/28/07 $42.50 09/29/07 
Contract A 09/28/07 $23.42 09/29/07 
Contract A 10/02/07 $18.36 10/03/07 
Contract A 10/02/07 $12.20 10/03/07 
Contract A 10/09/07 $14.72 10/25/07 
Contract A 10/09/07 $23.42 10/25/07 
Contract A 10/15/07 $15.45 10/25/07 
Contract A 11/16/07 $42.50 11/18/07 
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Non-P2P PDEs 
 
The first two PDEs are non-P2P.  Contract A is the Contract of Record, according to CMS 
databases.  The PDEs will process and will be viewed on Report 4. 
  
The last PDE is non-P2P.  CMS processed the enrollment on 10/13/07.  Contract A has thirty 
days beyond this process date to submit PDE data to CMS.  The PDE with a DOS of 11/16/07 is 
beyond this thirty day period.  Contract A will receive a rejection code of 706 for this PDE.   
 
P2P PDEs 
 
The third and the fourth PDE were processed on 10/3/07.  On the date that CMS processed the 
PDEs, Contract A was known as the Contract of Record for the DOS of 10/2/07.  The PDEs will 
appear on Report 4 but will process through the P2P Contract/PBP Update that occurs annually 
prior to Part D Payment Reconciliation. 
 
The fifth and sixth PDE were processed on 10/25/07.  At this time, the CMS database shows 
Contract B as the Contract of Record, effective 10/1/07.  The Submitting Contract is no longer 
the Contract of Record.  The DOS of 10/9/07 occurs during the P2P transition period.  The PDEs 
will appear on the P2P Reports.   
 
The seventh PDE was processed on 10/25/07.  At this time, the CMS database shows Contract B 
as the Contract of Record, effective 10/1/07.  The Submitting Contract is no longer the Contract 
of Record.  The DOS of 10/15/07 occurs during the P2P transition period.    The PDE will appear 
on the P2P Reports.  
 
Monthly Reports 
 
September Monthly Reports 
Contract A 
 
Report 4 
 
DOS CPP 
09/28/07 $42.50 
09/28/07 $23.42 
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October Monthly Reports  
Contract A 
 
Report 4  
 
DOS CPP 
10/02/07 $18.36 
10/02/07 $12.20 
 
Reports 40 and 41 
 
DOS CPP Contract of Record 
10/09/07 $14.72 Contract B 
10/09/07 $23.42 Contract B 
10/15/07 $15.45 Contract B 
 
Contract B 
 
Reports 42 and 43 
 
DOS CPP 
10/09/07 $14.72 
10/09/07 $23.42 
10/15/07 $15.45 
 
Contract B has thirty days from the day CMS distributed the P2P reports to pay Contract A.  
 
Contract/PBP Update 
 
In July 2008, CMS performs the P2P Contract/PBP Update on previously accepted PDEs. 
 
Contract A will receive a return file that contains affected PDEs. 
 
DOS CPP Contract of 

Record 
Update Code 

10/02/07 $18.36 Contract B 851 
10/02/07 $12.20 Contract B 851 
 
The update code 851 is sent to the Submitting Contract to inform them that the Contract of 
Record has been updated; a P2P condition now exists. 
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July Monthly Reports 
 
The amounts that were previously documented on Report 4 will now be documented on the P2P 
amounts.   
 
Reports 40 and 41 for Contract A 
 
DOS CPP Contract of Record 
10/02/07 $18.36 Contract B 
10/02/07 $12.20 Contract B 
 
Reports 42 and 43 for Contract B 
 
DOS CPP 
10/02/07 $18.36 
10/02/07 $12.20 
 
Contract B owes Contract A $30.56.  
 
Part D Payment Reconciliation 
 
Amounts from Reports 4 and 42 will be summed. 
 
Contract A  
 
Report Totals Total CPP 
Report 4 $65.92 
Report 42 $0.00 
 
Contract B 
 
Report Totals Total CPP 
Report 4 $0.00 
Report 42 $84.15 
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PURPOSE

♦ Explain how the Payment 
Reconciliation System (PRS) 
performs Part D payment 
reconciliation
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OBJECTIVES

♦ Understand the systems and 
processes used in payment 
reconciliation

♦ Describe the reconciliation reports 
plans will receive from PRS

♦ Determine how the organization can 
use the PRS reports to understand 
their Part D reconciliation
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RECONCILIATION

♦ Compares actual costs to prospective 
payments

♦ Calculates risk-sharing
♦ Determines reconciliation amounts for 

each payment type
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THREE PAYMENT METHODOLOGIES 
RECONCILED BY PRS

♦ Low Income Cost-Sharing Subsidy
♦ Reinsurance Subsidy
♦ Risk Sharing

See Module 1 – Part D Payment Methodology
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RECONCILIATION SYSTEMS 
OVERVIEW

PRS

HPMS

MARx

DDPS
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PRE-RECONCILIATION 
INITIATIVES

♦ For Coverage Year 2006:

◊ Enrollment Reconciliation
◊ Plan-to-Plan Phase III
◊ Premium Withhold Reconciliation
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PRS REPORTS TO PLANS

♦ Plans active within the coverage year 
will receive two reconciliation reports 
from PRS:

◊ PRS Inputs Report to Plans

◊ PRS Reconciliation Results Report to 
Plans
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PRS INPUTS REPORT 
TO PLANS

♦ Provides plans with beneficiary-level 
inputs from MARx and DDPS

♦ Allows plans to validate the 
beneficiary-level inputs used in the 
Part D reconciliation
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LAYOUT OF THE PRS INPUTS 
REPORT TO PLANS

Occurs once per CHD Contract-level file trailerCTR

Occurs once per PHD on the filePlan-level file trailerPTR

Occurs 1 to many times per PHD 
recordDetail records for the reportDET

Occurs once per Plan on filePlan-level file headerPHD

Occurs once per Contract Contract-level file headerCHD

NOTESRECORD DEFINITIONRECORD 
INDICATOR
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P2P AND NON-P2P FIELDS

♦ The Inputs Report to Plans contains Plan-
to-Plan (P2P) and non-P2P amounts for 
the following fields: 
◊ Actual Low Income Cost-Sharing Subsidy 

Amount
◊ Gross Drug Cost Below the Out of Pocket 

Threshold Amount
◊ Gross Drug Cost Above the Out of Pocket 

Threshold Amount
◊ Covered Part D Plan Paid Amount
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P2P AND NON-P2P FIELDS
(CONTINUED)

♦ P2P amounts represent amounts 
paid when the contract for the plan 
was not the Submitting Contract.  

♦ Since the Contract of Record (COR) 
for the plan repays the submitting 
contract in the P2P process, P2P 
amounts are included in the COR’s
reconciliation at the plan-level.  
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P2P AND NON-P2P FIELDS
(CONTINUED)

161514CPPACOVERED PART D PLAN PAID 
AMOUNT

131211GDCAAGROSS DRUG COST ABOVE THE 
OUT OF POCKET THRESHOLD

1098GDCBAGROSS DRUG COST BELOW THE 
OUT OF POCKET THRESHOLD

654ALICSAACTUAL LOW INCOME COST-
SHARING SUBSIDY AMOUNT

TotalP2PNon-P2P

Field NumberShort 
NameData Element
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PRS RECONCILIATION 
RESULTS REPORT TO PLANS

PRS Reconciliation Results Report to Plans

◊ Provides the results of the three Part D payment 
reconciliations: 
×Low Income Cost-Sharing Subsidy (LICS)
×Reinsurance
×Risk sharing

◊ Provides the final reconciliation amount
◊ Provides plan-level inputs from HPMS and 

program-level inputs from CMS
◊ Allows plans to understand how their Part D 

reconciliation was calculated
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PRS RECONCILIATION RESULTS 
REPORT TO PLANS FILE LAYOUT

Occurs once per CHD Contract-level file trailerCTR

Occurs 1 to many times per 
CHD record

Detail records at plan-level 
for the reportDET

Occurs once per Contract Contract-level file headerCHD

NotesRecord DefinitionRecord 
Indicator
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1917TOTAL COVERED PART D PLAN 
PAID AMOUNT

1014
TOTAL GROSS DRUG COST ABOVE 
OUT OF POCKET THRESHOLD 
AMOUNT

1111
TOTAL GROSS DRUG COST BELOW 
OUT OF POCKET THRESHOLD 
AMOUNT

67TOTAL ACTUAL LOW-INCOME 
COST-SHARING SUBSIDY AMOUNT

DDPS

Field No.Field No.

Results 
Report      

DET 
Record

Inputs 
Report      

PTR 
Record

Field NameSource 
System

FIELDS PASSED FROM INPUTS 
TO RESULTS REPORT
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2522PACE COST-SHARING ADD-ON 
AMOUNT

2221DIRECT SUBSIDY AMOUNT

2320PART D BASIC PREMIUM 
AMOUNT

1719PROSPECTIVE REINSURANCE 
SUBSIDY AMOUNT

818
PROSPECTIVE LOW-INCOME 
COST-SHARING SUBSIDY 
AMOUNT

MARx

Field No.Field No.

Results 
Report      

DET 
Record

Inputs 
Report      

PTR 
Record

Field NameSource 
System

FIELDS PASSED FROM INPUTS TO 
RESULTS REPORT (CONTINUED)
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HPMS INPUTS ON THE 
RESULTS REPORT

♦ Plan-level HPMS inputs include: 
◊ Part D Covered DIR
◊ Administrative Cost Ratio
◊ Induced Utilization Ratio (for Enhanced 

Alternative plans)
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CMS PROVIDED INPUTS ON 
THE RESULTS REPORT

SECOND LOWER RISK SHARING RATE40

FIRST LOWER RISK SHARING RATE39

SECOND UPPER RISK SHARING RATE 38

FIRST UPPER RISK SHARING RATE37

SECOND LOWER THRESHOLD PERCENT31

FIRST LOWER THRESHOLD PERCENT30

SECOND UPPER THRESHOLD PERCENT29

FIRST UPPER THRESHOLD PERCENT28

Field NameField No.
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PAYMENT RECONCILIATION 
PLAN TYPE CODE

♦ The PRPTC determines which 
reconciliations plans participate in and 
how they are calculated. 

♦ Plans bid one of four HPMS Plan Benefit 
Types (Defined Standard, Actuarially 
Equivalent, Basic Alternative, or 
Enhanced Alternative).

♦ If plans also fall into another category, for 
reconciliation purposes, that is the 
designation to which the plan is assigned.
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LOW INCOME COST-SHARING 
RECONCILIATION

♦ Compare actual LICS reported on 
PDEs to prospective LICS amounts 
from MARx.
◊ Actual LICS is retained in DDPS.
◊ LICS reconciliation is performed at the 

plan level based on the sum of all 
beneficiary LICS amounts for that plan.
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BAYSIDE’S LOW INCOME COST-
SHARING RECONCILIATION

LICS Reconciliation Amount

LICS Reconciliation Amount = $3,000,000 - $2,880,000  

LICS Reconciliation Amount = $120,000

Results Report, DET Record

$120,000LOW-INCOME COST-SHARING SUBSIDY 
ADJUSTMENT AMOUNT

9

$2,880,000PROSPECTIVE LOW-INCOME COST-SHARING 
SUBSIDY AMOUNT

8

$3,000,000TOTAL ACTUAL LOW-INCOME COST-SHARING 
SUBSIDY AMOUNT

6

Field NameField No.
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REINSURANCE SUBSIDY

1. Calculate DIR Ratio
2. Calculate Reinsurance Portion of DIR
3. Calculate Allowable Reinsurance Cost
4. Calculate Plan-Level Reinsurance 

Subsidy
5. Reconcile Reinsurance Subsidy 

There is a five-step process to calculate 
and reconcile the Reinsurance Subsidy:
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STEP 1 - REINSURANCE 
DIR RATIO

♦ The DIR Ratio is unadjusted 
reinsurance cost divided by total 
drug cost.  

♦ Unadjusted reinsurance cost is the 
plan-level GDCA amount reported on 
PDEs. 

♦ Total drug cost is the sum of GDCA 
and GDCB.
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CALCULATE BAYSIDE'S 
DIR RATIO

DIR_Ratio 

DIR_Ratio = $2,750,000/($2,750,000 + $13,750,000)

DIR_Ratio = $2,750,000/$16,500,000

DIR_Ratio = .1667

Results Report, DET Record

0.1667REINSURANCE DIR RATIO12

$13,750,000TOTAL GROSS DRUG COST BELOW OUT 
OF POCKET THRESHOLD AMOUNT

11

$2,750,000TOTAL GROSS DRUG COST ABOVE OUT 
OF POCKET THRESHOLD AMOUNT

10
Field Name

Field 
No.
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STEP 2 – CALCULATE THE 
REINSURANCE PORTION OF DIR

♦ DIR Ratio is applied to the Part D 
Covered DIR to determine the 
Reinsurance Portion of DIR. 
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CALCULATE BAYSIDE’S 
REINSURANCE PORTION OF DIR

Results Report, DET Record

$275,055REINSURANCE PORTION OF DIR AMOUNT14

$1,650,000PART D COVERED DIR AMOUNT13

0.1667REINSURANCE DIR RATIO12
Field NameField No.

Reinsurance Portion of DIR

Reinsurance Portion of DIR = $1,650,000 * .1667 

Reinsurance Portion of DIR = $275,055
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STEP 3 - ALLOWABLE 
REINSURANCE COST

♦ To derive Allowable Reinsurance 
Cost, the Reinsurance Portion of DIR 
is subtracted from unadjusted 
reinsurance cost (GDCA).
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CALCULATE BAYSIDE’S ALLOWABLE 
REINSURANCE COST

Allowable Reinsurance Cost

Allowable Reinsurance Cost = $2,750,000 - $275,055

Allowable Reinsurance Cost = $2,474,945

Results Report, DET Record

$2,474,945ALLOWABLE REINSURANCE COST AMOUNT15
$275,055REINSURANCE PORTION OF DIR AMOUNT14

$2,750,000TOTAL GROSS DRUG COST ABOVE OUT OF 
POCKET THRESHOLD AMOUNT

10
Field Name

Field 
No.
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STEP 4 – CALCULATE THE 
REINSURANCE SUBSIDY

♦ The plan-level reinsurance subsidy is 
eighty percent (80%) of the plan’s 
Allowable Reinsurance Cost. 
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CALCULATE BAYSIDE’S 
REINSURANCE SUBSIDY

Reinsurance Subsidy

Reinsurance Subsidy = $2,474,945 * 0.8

Reinsurance Subsidy = $1,979,956

Results Report, DET Record

$1,979,956 ACTUAL REINSURANCE SUBSIDY 
AMOUNT

16

$2,474,945 ALLOWABLE REINSURANCE COST 
AMOUNT

15
Field NameField No.
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STEP 5 – RECONCILE THE 
REINSURANCE SUBSIDY

♦ The reinsurance reconciliation is the   
difference between the actual 
reinsurance subsidy and the plan’s 
prospective reinsurance subsidy.
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RECONCILE BAYSIDE’S 
REINSURANCE SUBSIDY

Reinsurance Reconciliation Amount

Reinsurance Reconciliation Amount = $1,979,956 – $2,100,000

Reinsurance Reconciliation Amount = -$120,044

Results Report, DET Record

($120,044)REINSURANCE SUBSIDY ADJUSTMENT 
AMOUNT

18

$2,100,000 PROSPECTIVE REINSURANCE 
SUBSIDY AMOUNT

17

$1,979,956 ACTUAL REINSURANCE SUBSIDY 
AMOUNT

16
Field NameField No.
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RISK SHARING

♦ Calculate target amount
♦ Calculate risk corridor thresholds
♦ Determine adjusted allowable risk 

corridor costs
♦ Compare costs to thresholds and 

determine risk sharing amount
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DETERMINE TARGET 
AMOUNT

♦ Sum the total direct subsidy 
payments and the Part D basic 
premiums

♦ Eliminate administrative costs using 
the administrative cost ratio
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CALCULATE BAYSIDE'S 
TARGET AMOUNT

Target Amount

Target Amount = ($2,868,000 + $2,100,000) * (1.00 - 0.15)

Target Amount = $4,968,000*.85

Target Amount = $4,222,800

Results Report, DET Record

$4,222,800TARGET AMOUNT26
0.15ADMINISTRATIVE COST RATIO24

$2,100,000PART D BASIC PREMIUM AMOUNT23

$2,868,000DIRECT SUBSIDY AMOUNT22
Field NameField No.
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DETERMINE RISK 
CORRIDORS

♦ To calculate the four threshold limits, 
multiply target amount by the four 
risk threshold percentages.
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CALCULATE BAYSIDE'S 
RISK CORRIDORS

Risk Corridor Thresholds

Second threshold upper limit (STUL)   = $4,222,800 *  1.05 =  $4,433,940

First threshold upper limit (FTUL)        = $4,222,800 *  1.025 =  $4,328,370

First threshold lower limit (FTLL)         = $4,222,800 *  0.975 =  $4,117,230

Second threshold lower limit (STLL)    = $4,222,800 *  0.95 =  $4,011,660
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CALCULATE BAYSIDE’S 
RISK CORRIDORS (CONTINUED)

Results Report, DET Record

$4,011,660SECOND LOWER THRESHOLD AMOUNT35

$4,117,320FIRST LOWER THRESHOLD AMOUNT34

$4,433,940SECOND UPPER THRESHOLD AMOUNT33

$4,328,370FIRST UPPER THRESHOLD AMOUNT32

0.95SECOND LOWER THRESHOLD PERCENT31

0.975FIRST LOWER THRESHOLD PERCENT30

1.05SECOND UPPER THRESHOLD PERCENT29

1.025FIRST UPPER THRESHOLD PERCENT28

$4,222,800TARGET AMOUNT26

Field NameField No.
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*75% rate will change to 90% if certain circumstances are met

1st Threshold Upper Limit

2nd Threshold Upper Limit

1st Threshold Lower Limit

Target Amount

2nd Threshold Lower Limit

80% payment

80% repayment

75% payment*

75% repayment

No payment/ 
repayment

$4,433,940 
and more

$4,328,370

$4,222,800

$4,117,230

$4,011,660 
and less

RISK CORRIDORS 2006
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CALCULATE AARCC

♦ To determine Adjusted Allowable 
Risk Corridor Costs:
◊ Determine unadjusted allowable risk 

corridor costs (plan-level CPP)
◊ Subtract plan-level reinsurance subsidy
◊ Subtract Covered Part D DIR
◊ For Enhanced Alternative (EA) plans 

only, reduce by the induced utilization 
factor
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CALCULATE BAYSIDE'S 
AARCC

Adjusted Allowable Risk Corridor Cost (AARCC)

AARCC = ($8,250,000 - $1,979,956 - $1,650,000) /  1.018
AARCC = $4,620,044 / 1.018
AARCC = $4,538,353

Results Report, DET Record

1.018INDUCED UTILIZATION RATIO20

$4,538,353ADJUSTED ALLOWABLE RISK CORRIDOR COST AMOUNT21

$8,250,000TOTAL COVERED PART D PLAN PAID AMOUNT19

$1,979,956ACTUAL REINSURANCE SUBSIDY AMOUNT16

$1,650,000PART D COVERED DIR AMOUNT13

Field NameField 
No.
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DETERMINE RISK 
SHARING

♦ The last step in risk sharing is to 
determine where the Adjusted 
Allowable Risk Corridor Cost falls 
with respect to the thresholds and 
calculate the payment adjustment. 
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DETERMINE BAYSIDE’S 
RISK SHARING

Cost Subject to Risk Sharing

Total Cost Subject to Risk Sharing = $4,538,353 - $4,328,370 

Total Cost Subject to Risk Sharing = $209,983

Cost Subject to Risk Sharing > FTUL and ≤ STUL = $4,433,940 - $4,328,370 

Cost Subject to Risk Sharing > FTUL and آ STUL = $105,570

Cost Subject to Risk Sharing > STUL = $4,538,353 - $4,433,940

Cost Subject to Risk Sharing > STUL = $104,413
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DETERMINE BAYSIDE’S 
RISK SHARING (CONTINUED)

Risk Sharing Payment

Risk Sharing Payment = (.90 * $105,570) + (.80 * $104,413)

Risk Sharing Payment = $95,013 + $83,530

Risk Sharing Payment = $178,543

The risk sharing payment between the FTUL and STUL assumes 
that the 60/60 rule was met.
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DETERMINE BAYSIDE’S 
RISK SHARING (CONTINUED)

Results Report, DET Record

$95,013RISK-SHARING PORTION FROM COSTS 
BETWEEN FIRST AND SECOND LIMITS

43

$83,530RISK-SHARING PORTION FROM COSTS BEYOND 
SECOND LIMIT

42

$178,543RISK-SHARING AMOUNT41

0.8SECOND UPPER RISK-SHARING RATE38

0.9FIRST UPPER RISK SHARING RATE37

$4,328,370SECOND UPPER THRESHOLD AMOUNT33

$4,433,940FIRST UPPER THRESHOLD AMOUNT32

$4,538,353ADJUSTED ALLOWABLE RISK CORRIDOR COST 
AMOUNT

21

Field NameField 
No.
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BUDGET NEUTRALITY

♦ The Budget Neutrality Adjustment 
Amount (BNAA):
◊ Allows demonstration plans to achieve 

budget neutrality
◊ Is the product of unique member per 

year and the Annual Budget Neutrality 
Dollar Amount (ABNDA)

◊ Is subtracted from the sum of the three 
Part D reconciliations (LICS, 
reinsurance, and risk sharing)
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CALCULATE BAYSIDE'S BUDGET 
NEUTRALITY ADJUSTMENT

Budget Neutrality Adjustment

Budget Neutrality Adjustment = $7.57 * 5000

Budget Neutrality Adjustment Amount = $37,850

Results Report, DET Record

$37,850BUDGET NEUTRALITY ADJUSTMENT AMOUNT 
(DEMONSTRATION PLANS ONLY)

46

$7.57ANNUAL BUDGET NEUTRALITY DOLLAR 
AMOUNT (DEMONSTRATION PLANS ONLY)

45

5000COUNT OF UNIQUE MEMBERS PER YEAR44

Field NameField No.
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ADJUSTMENT DUE TO 
PAYMENT RECONCILIATION

Field 47Adjustment Due to Payment 
Reconciliation Amount=

Field 46Budget Neutrality Adjustment Amount 
(Demonstration Plans Only)–

Field 41Risk Sharing Amount+

Field 18Reinsurance Subsidy Adjustment 
Amount+

Field 9Low Income Cost Sharing Subsidy 
Amount

Results Report 
DET Record FieldReconciliation Amounts
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BAYSIDE'S ADJUSTMENT DUE TO 
PAYMENT RECONCILIATION

LICS Reconciliation $120,000
Reinsurance Subsidy Reconciliation +($120,044)
Risk Sharing +  $178,543
Budget Neutrality Adjustment Amount - $37,850
Adjustment Due to Payment $140,649
Reconciliation Amount
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BAYSIDE'S ADJUSTMENT DUE TO 
PAYMENT RECONCILIATION

Bayside’s ARA  – Results Report, DET Record

$140,649ADJUSTMENT DUE TO PAYMENT 
RECONCILIATION AMOUNT

47

-$37,850BUDGET NEUTRALITY ADJUSTMENT AMOUNT 
(DEMONSTRATION PLANS ONLY)

46
$178,543RISK SHARING AMOUNT41

-$120,044REINSURANCE SUBSIDY ADJUSTMENT 
AMOUNT

18

$120,000LOW INCOME COST-SHARING SUBSIDY 
ADJUSTMENT AMOUNT

9

Field NameField 
No.
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SUMMARY

♦ Understand the systems and 
processes used in payment 
reconciliation

♦ Described the reconciliation reports 
plans will receive from PRS

♦ Determined how the organization 
can use the PRS reports to 
understand their Part D reconciliation
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EVALUATION

Please take a moment 
to complete the 

evaluation form for 
the Reconciliation 

Module.
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