Rising Regulatory

Scrutiny of RAF Scores

ARTICLE

In this article, we highlight the heightened regulatory environment associated with RAF
scores and the importance of documentation and other related processes to ensure
accurate RAF scores.

RAF model purpose

The Risk Adjustment Factor (RAF) model is used by

the Centers for Medicare & Medicaid Services (CMS) to
estimate the health status and associated costs of Medicare
Advantage (MA) beneficiaries and Accountable Care
Organization (ACO) members. The RAF Score, comprised

of demographic factors (age, gender) and health status, is
the actual weight applied to a county benchmark rate to
generate the monthly capitated rate paid to a health plan.?
The documentation supporting a RAF score is of interest to
the Office of the Inspector General (OIG); an estimated 8.1%
of payments are improper.?

Medicare Advantage rate increase of 8.5%
Approximately 26.4 million people over the age of 65 or with
significant disabilities, or 42% of Medicare benéeficiaries,

are enrolled in MA plans, also known as Medicare Part C.2
Coverage usually includes not only hospital (Part A) and
provider (Part B), but also “primarily health related” benefits
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such as vision, hearing, dental and wellness.* Enrollment is
concentrated with the 5 leading organizations representing
77% of market share.® The Congressional Budget Office (CBO)
(conservatively) projects MA penetration to reach 51% by 2030.

CMS pays MA organizations the anticipated (capitated) cost of
providing Medicare benefits to a given enrollee, depending on
such risk factors as the age, gender and health status of that
individual. Capitated incentives have been shown to lower
rates of hospitalizations, observation stays, and ED visits, i.e.,
improve patient outcomes.”

The 2023 MA rate increase of 8.50% was announced on April 4,
2022.% The rate is more than double the 4.08% increase of 2022
and a multiple of the 1.66% increase of 2021.>%° Of note are the
higher effective growth rate, which reflects rising healthcare
costs (e.g., nurse staffing, supplies), and the increase in average
risk scores. Higher OIG scrutiny is likely, given the latter.
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RAF Scores also used by Accountable

Care Organizations

A common structure used by CMS to manage value-based
initiatives is an Accountable Care Organization (ACO),
“comprised of groups of doctors, hospitals, and other health
care providers and suppliers who come together voluntarily
to provide coordinated, high-quality care at lower costs to
their Original Medicare patients.”** As of January 2022, there
are 483 Medicare ACOs serving over 11 million beneficiaries
participating in Medicare Shared Savings Plans.*? The next-
generation ACO model with 35 participants was concluded
in December 2021.5
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Calculating the RAF Score

The calculation of the risk adjustment factor begins by
grouping ICD-10 codes into diagnostic groups (DxGroups)
that represent a medical condition.* The DxGroups are then
combined into condition categories (CCs) that are similar
clinically and in terms of predicted costs.*® Hierarchies are
imposed such that a person is coded with the most severe
manifestation of disease.’® A Hierarchical Condition Category
(HCC) weight (based on the sum of the individual risk-
adjusted factors) is used to risk-adjust Medicare Advantage
base rates, the lower of a plan’s bid or benchmark (the
average fee-for-service Medicare spending in each county
adjusted for demographics and geography).

Medicare Advantage rate driven by effective growth rate and risk score trend

Medicare Advantage
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PMPM Adjust Comments
4.88% Based on the Medicare fee-for-service U.S. per capita cost (USPCC)
0.39% Rebasing/re-pricing impact is dependent on finalization of the
R average geographic adjustment index
5 Star Ratings measure the quality of and reflect the experiences of
. 0
beneficiaries in Medicare Advantage (MA)
Each year, as required by law, CMS makes an adjustment to plan
payments to reflect differences in diagnosis coding between MA
0.00% organizations and fee-for-service providers. The coding intensity
adjustment must remain no less than a 5.91% reduction to risk scores
for all subsequent years
0.00%
0.810 CMS calculates normalization factors annually to keep the fee-for-
G service risk score at the same average level over time (2016-2020).
The MArisk score trend is the average increase in risk scores, not
accounting for normalization and MA coding adjustments. The
trend is calculated by using MA risk scores over the most recently
3.50% . . . .
available three years, calculated using the risk adjustment model to be
used in the upcoming payment year. The trend is an industry average
and individual plans’ experience will vary
8.5%

Source: 2023 Medicare Advantage and Part D Rate
Announcement. CMS.gov Newsroom (April 4,2022)

Source: CMS releases 2022 Medicare Advantage and Part D Rate Announcement. CMS.gov Newsroom (January 15, 2021)
Source: News: Medicare Advantage plans to get a 1.66% payment increase in 2021. CDI Strategies. (April 9, 2020).
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Risk Adjustment Factor methodology

There were 72,616 ICD-10 Clinical Modification codes in 2021. These are mapped to 9,700 ICD qualifying diagnosis and placed
into 805 Diagnostic Groups, 189 condition categories and 86 HCC codes, arranged into 19 categories. The HCCs are weighted,
to reflect expected beneficiary expenditures

DxGroups Group ICD-10 Codes into DxGroups that represent a medical condition (n=805)

Condition
categories

Combine DxGroups into condition categories that are similar clinically and in terms of cost (n=189)

Hierarchical
condition Impose hierarchies so that person only is coded with most severe manifestation of disease (n=86)
categories

Each HCC has an associated coefficient (weight or risk score factor). The coefficients for each HCC are added, along with those for

Risk score ) L
age and gender to determine an enrollee’s risk score

The risk score is then multiplied by a predetermined dollar amount (county benchmark) to set the per-member-per-month

PMPM calculation (PMPM) capitated reimbursement

Source: Medicare Advantage Payment Validation Fact Sheet. Better Medicare Alliance (January 2021).
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Aging population, chronic disease and the projected
RAF score

The U.S. population is aging rapidly, with an anticipated
increase of the 65+ population from 54.8 million in 2020 to
72.1 million in 2030.%" Growth is highest for the 75-84 cohort,
at a compound rate of growth (CAGR) of 4.5%, followed by the

85+ (2.8%) and 65-74 (1.9%) cohorts.®

The 65+ population will make up approximately
20% of the total U.S. population by 2030.%°

Medicare expenditures are forecast to reach $1,495.1 billion
in 2028, with spending per enrollee reaching $20,369; in 2020,
total expenditures were $829.5 billion and spending per
enrollee was $13,490.2° The forecast Medicare expenditure
compound annual growth rate (CAGR) for 2020-2028 is 7.6%.
The rapid rise in spending per enrollee primarily reflects the
rising chronic disease burden, i.e., the number of chronic
conditions as well as their severity. The RAF score will likely
increase during this period.

CMS Center for Program Integrity Audits

The Improper Payments Information Act of 2002 (IPIA,;

Public Law 107-300), as amended by the Improper Payments
Elimination and Recovery Act of 2010 (IPERA; Public Law 111-
204), requires government agencies to identify, report and
reduce erroneous payments in the government’s programs
and activities.?! In the process of implementing IPIA/IPERA
requirements, CMS conducts Medicare Advantage Risk
Adjustment Data Validation (RADV) activities for the purpose
of ensuring the accuracy and integrity of risk adjustment data
and MA risk-adjusted payments.

RADV audits are conducted retroactively to ensure the
accuracy of diagnoses codes, i.e., “verifying that diagnosis
codes submitted for payment by a Medicare Advantage plan
are supported by medical record documentation [from a face-
to-face encounter].”??

A subset of health plans is selected for audit and a sample of
the enrollee’s records is reviewed. The year of data collection
(date of service) lags the year of payment, i.e., data from
2021 is used for payment determination in 2022.% Medicare
Advantage Organizations (MAOs) have 20 weeks to request
medical records from providers and prepare a submission.?
Discrepancies such as an unconfirmed diagnosis,
documentation not supporting a diagnosis, and failure to
include the provider’s signature (or credentials) are identified
and noted. “Misrepresentation of diagnoses clinically and
the recapturing of diagnoses erroneously that were never
present” may also occur.®Improper payments are expected
to be refunded, whereas fraud is subject to penalties. %
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Heightened OIG activity noted

Heightened regulatory activity involves myriad factors,
including retrospective chart reviews that failed to notify
the plan of unsupported codes (triggering false claims
liability), in-house assessments by a mid-level credentialed
practitioner and reasonableness of diagnosis, electronic
medical record features leading to higher-value codes (e.g.,
auto-populate templates), the issuance of coding guidance
inclusive of financial incentives and the use of data mining
to identify new patient diagnosis.”

In April 2021, the Office of the Inspector General announced
an investigation into a leading Medicare Advantage plan

for not submitting “some diagnosis codes to CMS for use

in the risk adjustment program in accordance with Federal
requirements.”” The OIG assessed the risk scores for a
sample of 200 beneficiaries; 1,322 (86.7%) of the 1,525 HCCs
had documentation (diagnosis codes) supportive of the
classification and 203 HCCs did not.?® Another 37 HCCs were
either misclassified or not considered.*

In February 2022, an audit performed by the OIG of another
Medicare Advantage plan found only 58 (27.4%) of the 212
sampled HCCs had validated documentation, whereas the
remaining 154 had diagnosis codes that were unsupported
in the medical record.*

Coding accuracy integral to medical record
documentation

As Medicare Advantage enrollment continues to increase
and ACOs continue to evolve, it’s important for providers to
obtain the appropriate reimbursement for high-risk, chronic
care patients. This requires effective “capture” of patient
diagnoses at the point of care, as well as proactive

risk mitigation.

There are 9,700 ICD-10-CM (Clinical Modification) diagnosis
codes categorized into 86 HCC codes. The CMS methodology
uses the diagnostic coding history for a patient over the
previous calendar year, along with demographic data, to
predict future financial utilization and risk.*? Diagnostic
combinations for multiple conditions are either additive or
have their own RAF score.*

The CMS model is refreshed every January 1; documentation
requires an update at least once per year. Patients must be
seen by a qualified provider in a face-to-face visit annually
to identify medical conditions. Chronic conditions are not
consistently captured in subsequent years.**
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Insufficient documentation and inaccurate coding
represent common provider challenges.* Documentation
should include MEAT - monitoring signs, symptomes,
disease progression, disease regression; evaluating test
results, medication effectiveness, response to treatment;
assessing ordered tests, discussion, review records; and
treating with medications and other modalities.*® Preparing
physicians prior to a visit with a complex, chronic-care
patient enhances patient management and documentation.
Electronic health record (EHR) tools exist “to better capture,
organize and visualize clinical data.”® Physician enablement
(training) at the point of care may be required.

Rise of in-home care delivery

In the context of an aging U.S. population and rising
Medicare Advantage (“Part C”) enrollment, Medicare
Advantage Organizations partner with contracted healthcare
services organizations to conduct in-home assessments
(IHA) in a member’s home or alternative provider setting.
IHAs assist plans in the early detection and prevention of
chronic conditions, have the potential to identify higher-risk
members for care management (i.e., social determinants of
health), and offer an added benefit to improve quality and
member outcomes.® IHAs complement, not replace,

the member’s relationship with their primary care

provider (PCP).

There are several major organizations capable of conducting
IHAs. The competitors in this space continue to evolve and
employ solutions leveraging technology-enabled clinical
documentation platforms for real-time capture or recapture
of HCC risk-adjusted chronic conditions.*®
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Common focus areas of IHAs include:

— Quality-focused opportunities for members with open
gapsin care

— HgAlc control for patients with diabetes (HBD),
blood pressure control with diabetes (BPD), eye exam
for patients with diabetes (EED), kidney evaluation for
patients with diabetes (KED), statin therapy for
patients with diabetes (SPD)

— Colorectal cancer screening (iFOBT Kit)

— Peripheral artery disease screening

— Obesity screening (BMI)
— Mental/Behavioral

— Depression and mini-mental status screening
— Functional/Medication

— Care for Older Adults (COA) (e.g., medication review
functional status assessment, pain assessment)

— Environmental
— Social Determinants of Health (SDOH)

— Direct clinical observations that impact the
member’s safety and health risks

Utilizing IHAs comes with some compliance considerations
that MAOs must manage:

— Ongoing provider training and education, specifically
on the use of screeners, disease-specific criteria,
and diagnostic testing (i.e., QuantaFlo alerts and
waveform recognition)

— Clinical guidance should be evidence-based or represent
best industry practice updated regularly, instructive and
non-leading

— Clinical documentation should be robust, and QA audits
should be performed on a timely basis to ensure the
documentation is accurate and reflects the member’s
current clinical picture, and the clinical evidence
supports the capture or recapture of the condition

— Best practices are to ensure the member’s PCP is
informed after the visit, and potential care gaps and care
coordination efforts are clearly communicated
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Bottom line

The United States invests tremendous resources into the
Medicare Advantage program, and given the population and
medical cost trends, that investment will materially increase,
inviting more and more regulatory oversight.

Payers, providers and service organizations operating in

the Medicare Advantage marketplace need to effectively
balance being fairly compensated for the health care risks
being managed while remaining fully compliant with CMS
regulations. Investments in both analytics and in compliance
and control processes drive insights into performance
optimization opportunities and yet allow organizations to
effectively manage the risks inherent in Medicare Advantage
and other governmental healthcare programs. The financial
incentives associated with a successful risk-adjustment
operation are so significant that most cost-benefit analyses
require small performance gains to easily meet corporate
investment hurdles.

Organizations that invest in processes and insights are also
the most prepared for overall success in Medicare Advantage
and are best prepared to navigate potential regulatory
audits and/or investigations.
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