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AGENDAAGENDAAGENDA AGENDA 
Overview of RAROverview of RAR
State PerspectiveState Perspective

Why worry about it?  Why worry about it?  

State PerspectiveState Perspective
Plan Perspective Plan Perspective 
Challenges Challenges 

$Billions Lost$Billions Lost

Reduced Case ManagementReduced Case Management

Underreporting of Disease Underreporting of Disease 

$Billions Lost$Billions Lost

Reduced Case ManagementReduced Case Management

Underreporting of Disease Underreporting of Disease 
Benefits & ROI Benefits & ROI 
Risk Adjusted Rating Methodology Risk Adjusted Rating Methodology 

Identifying Members Identifying Members –– Only the Beginning Only the Beginning 

p gp g

Reduced Quality of CareReduced Quality of Care

p gp g

Reduced Quality of CareReduced Quality of Care

Validation, Proof and Reporting  Validation, Proof and Reporting  
Applying Clinical Analytics and TechnologyApplying Clinical Analytics and Technology
EndEnd--toto--End Technology Enabled RAR WorkflowEnd Technology Enabled RAR Workflow

Case StudiesCase Studies



Risk Adjusted RatesRisk Adjusted RatesRisk Adjusted RatesRisk Adjusted Rates
•• Predicts medical expenses based on diagnosesPredicts medical expenses based on diagnoses
•• Matches payment to risk: pay for risk enrolled Matches payment to risk: pay for risk enrolled 
•• Adverse selection & Fairness: real and imaginary Adverse selection & Fairness: real and imaginary 

CC–– Cherry Pick Risk: paid too much Cherry Pick Risk: paid too much 

–– Attract the Sick: paid too littleAttract the Sick: paid too little

•• Allocates rates does not set the ratesAllocates rates does not set the rates•• Allocates rates does not set the ratesAllocates rates does not set the rates
•• Improved Data to State: quality studies, P4PImproved Data to State: quality studies, P4P

Plans that serve the chronically ill well Plans that serve the chronically ill well 
Have the financing to provide services Have the financing to provide services 



State Perspective State Perspective 

•• Improved Reporting to CMS Improved Reporting to CMS 
I d C M tI d C M t•• Improved Case Management Improved Case Management 

•• Improved Quality of Care Improved Quality of Care 
•• Reduced Cost of CareReduced Cost of Care

$Billions Lost$Billions Lost

Reduced Case ManagementReduced Case Management

Underreporting of Disease Underreporting of Disease 

$Billions Lost$Billions Lost

Reduced Case ManagementReduced Case Management

Underreporting of Disease Underreporting of Disease •• Reduced Cost of CareReduced Cost of Care
•• Provide Proper Funding Provide Proper Funding 

p gp g

Reduced quality of care Reduced quality of care 

p gp g

Reduced quality of care Reduced quality of care 

State ActionsState Actions
•• Drive compliance Drive compliance 
•• Alert physicians Alert physicians 
•• Work with medical societies Work with medical societies 
•• Encourage, educate and support the plans  Encourage, educate and support the plans  



Plan PerspectivePlan PerspectivePlan Perspective Plan Perspective 
What are plan’s thinking? Compliance, Revenue, Case What are plan’s thinking? Compliance, Revenue, Case 

ManagementManagementManagement Management 

How are they reacting? Quick Fix vs. Outsource (Issues)  How are they reacting? Quick Fix vs. Outsource (Issues)  

Perceived Benefits Perceived Benefits 

I d RI d R

$Billions Lost$Billions Lost

Reduced Case ManagementReduced Case Management

U d ti f DiU d ti f Di

$Billions Lost$Billions Lost

Reduced Case ManagementReduced Case Management

U d ti f DiU d ti f Di•• Improved Revenue  Improved Revenue  
•• Compliance Compliance 
•• Improved Case ManagementImproved Case Management

Underreporting of Disease Underreporting of Disease 

Reduce Quality of CareReduce Quality of Care

Underreporting of Disease Underreporting of Disease 

Reduce Quality of CareReduce Quality of Care

•• Improved Case Management Improved Case Management 
•• Improved Quality of Care Improved Quality of Care 
•• Reduced Cost of Care: Reduce current/future spendingReduced Cost of Care: Reduce current/future spendingReduced Cost of Care: Reduce current/future spending Reduced Cost of Care: Reduce current/future spending 



What are the Challenges for Plans?What are the Challenges for Plans?What are the Challenges for Plans? What are the Challenges for Plans? 
•• Identifying members with high risk diagnosesIdentifying members with high risk diagnosesy g g gy g g g
•• Maintaining diagnosis: reducing loss of persistency Maintaining diagnosis: reducing loss of persistency 
•• Validating the diagnosis: high yield effort  Validating the diagnosis: high yield effort  

P i th di i Ch i i lP i th di i Ch i i l•• Proving the diagnosis: Choosing wisely Proving the diagnosis: Choosing wisely 
•• Justifying the Project: Cost & Physician pushback  Justifying the Project: Cost & Physician pushback  
•• Applying technology to process: Front end vs. back endApplying technology to process: Front end vs. back endApplying technology to process: Front end vs. back end    Applying technology to process: Front end vs. back end    

Even if the plan is aware, validating a highEven if the plan is aware, validating a high--risk diagnosis risk diagnosis 
f b i l b i t i d ti if b i l b i t i d ti ifor a member is labor intensive and time consuming.for a member is labor intensive and time consuming.



Problem Problem Missed Opportunities for Revenue, Risk ManagementMissed Opportunities for Revenue, Risk Managementpp , gpp , g

1) Persistence 1) Persistence •• Members with RiskMembers with Risk--Adjustment Dx lose it in next period!Adjustment Dx lose it in next period!

2) Presumption2) Presumption •• Presumptive disabilityPresumptive disability is present but not documented. is present but not documented. 
•• Members eligible for a Members eligible for a special categoryspecial category (FFS, SSI, Duals) (FFS, SSI, Duals) 
•• Example: Dually eligible but not dually enrolledExample: Dually eligible but not dually enrolledExample: Dually eligible but not dually enrolledExample: Dually eligible but not dually enrolled

3) Proxy3) Proxy •• Members with RiskMembers with Risk--Adjustment Dx remain undiscovered Adjustment Dx remain undiscovered 
•• Diagnoses inferred but missing: Diagnoses inferred but missing: Insulin but no Diabetes Insulin but no Diabetes 

4) Result4) Result

g gg g
Multiple diagnoses present but not visible or reported Multiple diagnoses present but not visible or reported 

•• $$ Millions in Lost Premium$$ Millions in Lost Premium
•• $$ Millions in Unnecessary Medical Expenses $$ Millions in Unnecessary Medical Expenses 
•• Missed Opportunity for Case Management of High Risk Missed Opportunity for Case Management of High Risk 



10% Success = Positive ROI10% Success = Positive ROI
Basic Capitation = $150/monthBasic Capitation = $150/monthBasic Capitation = $150/monthBasic Capitation = $150/month

High Risk Capitation = $300/monthHigh Risk Capitation = $300/month
Audit Sample size = 1000 members Audit Sample size = 1000 members 

High risk 
members found

50
(5%)

100
(10%)

200
(20%)

300
(30%)

400
(40%)

Annual Revenue 
Increase

$90,000 $180,000 $360,000 $540,000 $720,000

Cost @ $100 per $100,000 $100,000 $100,000 $100,000 $100,000
member
Net Return -$10,000 $80,000 $260,000 $440,000 $620,000

ROI = Net return 
Divided by Cost            

Negative 80% 260% 440% 620% 



AUDIT PROCESSAUDIT PROCESSAUDIT PROCESSAUDIT PROCESS









The   Audit   ProcessThe   Audit   Process

Acquire 
Medical Records Archive Image and IndexData Mining Medical Records Image and IndexData Mining

Virtual Auditors 
Access Tool Audit Trail and Report Education and Monitoring Preemptive ReviewAccess Tool Audit Trail and Report Education and Monitoring Preemptive Review



Data MiningData MiningData MiningData Mining

Validate Data Identify Member Confirm Diagnosis Choice



Acquire Medical Record Acquire Medical Record 

Identify  Members
Pull

High Yield Records 
Create Letter

Include Record List

Mail Initial Letters Contact PhysicianFax Letters



Archive Records Archive Records 

ReceiveReceive
Record By MailRecord By Mail

ReceiveReceive
Record By FaxRecord By Fax

ReceiveReceive
Record By ERecord By E--MailMail

Log into 
Tracking System

Save Record 
Into Audit System



Image and Index Image and Index 
Convert Records IdentifyConvert Records Identify

Client, Physician, Member

Determine ClaimDetermine Claim
Link Claim



Audit Record Audit Record 
Medical Record Auditing Tool



Audit Trail and Report Audit Trail and Report 
Audit Trail

Audit Summary

Deliver Hardcopies

Updates 
Available Over Internet



EducationEducation
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Preemptive ReviewPreemptive ReviewPreemptive ReviewPreemptive Review

Review Member Identify Member Contact Doctor Doctor Visit



Typical Components of Complete SolutionTypical Components of Complete Solution

1.1. Data MiningData Mining
–– Validation Validation 
–– Data MiningData Mining

•• Identify Members with Suspected High Risk Diagnoses  Identify Members with Suspected High Risk Diagnoses  
•• Confirm Diagnoses: Identify HighConfirm Diagnoses: Identify High--yield Members yield Members 
•• Choose Wisely: Identify HighChoose Wisely: Identify High--yield Medical Recordsyield Medical RecordsData Mining Data Mining Choose Wisely: Identify HighChoose Wisely: Identify High yield Medical Records yield Medical Records 

2.  Case Documentation2.  Case Documentation •• “Virtual Medical Record” documents evidence of diagnoses“Virtual Medical Record” documents evidence of diagnoses

3 Ch t R i3 Ch t R i Retrieve Medical Record: Source DocumentRetrieve Medical Record: Source Document3.  Chart Review3.  Chart Review •• Retrieve Medical Record: Source Document  Retrieve Medical Record: Source Document  
•• Audit Medical Record: MD, RN, CPC Audit Medical Record: MD, RN, CPC 
•• Resubmit correct diagnosisResubmit correct diagnosis

4. Enrollment 4. Enrollment •• Identify members with eligible disabilities, status, conditionsIdentify members with eligible disabilities, status, conditions
•• Assist Members in Enrollment in SSI/SSDI/ Medicare, otherAssist Members in Enrollment in SSI/SSDI/ Medicare, other

5 Monitoring and5 Monitoring and •• Rolling analysis follows Members to avoid loss of persistencyRolling analysis follows Members to avoid loss of persistency5. Monitoring and 5. Monitoring and 
EducationEducation

Rolling analysis follows Members to avoid loss of persistencyRolling analysis follows Members to avoid loss of persistency
•• Identifies members with emerging high risk potentialIdentifies members with emerging high risk potential
•• Educate Providers in advance of Reporting PeriodEducate Providers in advance of Reporting Period

6. PREEMPTIVE REVIEW 6. PREEMPTIVE REVIEW •• Identify Members who need PCP Visit Identify Members who need PCP Visit 



HiHi--Yield Chart ReviewYield Chart ReviewHiHi Yield Chart ReviewYield Chart Review
•• Use clinical algorithms, and mine data to identify members/records Use clinical algorithms, and mine data to identify members/records g yg y

with overlooked diagnoses that influence risk scoreswith overlooked diagnoses that influence risk scores

•• Clinically Based Algorithms Identify High Yield ChartsClinically Based Algorithms Identify High Yield Charts

•• High Yield List reduces chart review by 2/3 High Yield List reduces chart review by 2/3 –– focusing on remaining focusing on remaining 
1/3 with relatively high probability of finding an overlooked diagnosis1/3 with relatively high probability of finding an overlooked diagnosis

•• 40% to 60% of High Yield Charts yielded overlooked diagnoses40% to 60% of High Yield Charts yielded overlooked diagnoses

•• ROI using HighROI using High--Yield Chart Review Exceeds 250% Yield Chart Review Exceeds 250% 



Case Illustrations: Before/After our AnalysisCase Illustrations: Before/After our Analysis

TomTom Documented as Documented as 
Eli ibl fEli ibl f

BeforeBefore AfterAfterMember Profiles

TomTom

FrancesFrances

Multiple Sclerosis
Asthma (smoker)
COPD

General General 
MembershipMembership

Eligible for Eligible for 
Higher PremiumHigher Premium

FrancesFrances
Longstanding diabetes
Hypertension/Strokes
Depression

NadiaNadia
Prior depression Dx
Recently became Pregnant

One Dx documentedOne Dx documented
Eligible for Risk AdjustmentEligible for Risk Adjustment

Dx not documented despite Dx not documented despite 
longstanding diabeteslongstanding diabetes
Missed  Risk AdjustmentMissed  Risk Adjustment

TomTom

FrancesFrances

Additional Dx documentedAdditional Dx documented
Higher Risk Adjustment Higher Risk Adjustment 

22ndnd & 3& 3rdrd Dx identified Dx identified 
and documentedand documented
Risk adjustment appliedRisk adjustment applied

MaeMae
Spine injury
Wheelchair dependent
Dually eligible but not 
dually enrolled

Missed  Risk AdjustmentMissed  Risk Adjustment

Prior depression Dx makes Prior depression Dx makes 
pregnant teen RAR eligible pregnant teen RAR eligible 
But pregnancy Dx not But pregnancy Dx not 
discovered = no Risk Adj.discovered = no Risk Adj.

Disability = eligible for Disability = eligible for 

NadiaNadia

MaeMae

Risk adjustment appliedRisk adjustment applied

Pregnancy triggers early Pregnancy triggers early 
identification of eligibilityidentification of eligibility
Risk adjustment appliedRisk adjustment applied

Mae gets help applying for Mae gets help applying for Disability = eligible for Disability = eligible for 
SSA and Medicare, but  SSA and Medicare, but  
she is not yet enrolledshe is not yet enrolled
Missed Risk AdjustmentMissed Risk Adjustment

MaeMae Mae gets help applying for Mae gets help applying for 
SSI/SSDI & MedicareSSI/SSDI & Medicare
Now dually enrolled, she is Now dually enrolled, she is 
eligible for special carveeligible for special carve--outout
Reduced risk for Health PlanReduced risk for Health Plan

Materials © CEG LLC 2007



Expected BenefitsExpected BenefitsExpected BenefitsExpected Benefits

•• Recover/Preempt lost persistencyRecover/Preempt lost persistencyp p yp p y

•• Higher top line from Higher premiumsHigher top line from Higher premiums

•• Higher Bottom Line Higher Bottom Line Lower medical expenses through  Lower medical expenses through  
identification of high risk consumers for Case Management   identification of high risk consumers for Case Management   

•• Flexible over time as Risk Adjustment rules change Flexible over time as Risk Adjustment rules change 

•• Shift Health Plan risk to FFS or other ProgramsShift Health Plan risk to FFS or other Programs•• Shift Health Plan risk to FFS or other Programs  Shift Health Plan risk to FFS or other Programs  



Thank youThank youThank youThank you
Dennis P H Mihale MD MBADennis P H Mihale MD MBADennis P.H. Mihale, MD, MBADennis P.H. Mihale, MD, MBA
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