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CareAdvantage, Inc.

About Us

Healthcare management,
information technology and
consulting firm founded in 1994

Integrated solutions incorporating:

Data Warehousing

Analytics

Risk Stratification

Predictive Modeling
Former health plan executives,
senior medical directors, and experts

in care management, data analysis
and information technology
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B CareAdvantage, Inc.

-

— Our Work with CRGs

\ ’Uﬁizing 3M Health Information Systems Clinical Risk
“Groups (CRGs) algorithm for 7 years

Contributed to the evolution and development of CRGs

Leverage CRGs to create predictive modeling and
decision support tools
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q
iChallenge for NY Managed Medicaid Plans
. Changing Environment

’ l\g State is collecting information that will be used to
Tisk adjust health plan premium based on CRGs

Beginning Spring 2008, 25% of each Managed
Medicaid Plan’s premium will be based on a CRG risk
score

By 2011, 100% of premium is expected be CRG risk
adjusted

Mercer has extracted diagnostic, procedural and
pharmacy data to generate each plan’s risk score
based on the CRG algorithm
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q
», Challenge for NY Managed Medicaid Plans

e Physician Under-Coding

!'-‘.\ ‘l%'ysician under-coding is a major threat to plans

=,

Physicians’ income is traditionally driven by
procedural coding and documentation, not diagnoses

Plan premium will be adversely affected, if physicians
do not document the full range of diagnoses and
complications
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CRG Characteristics

N Understanding the Algorithm

\ ngk stratification model utilizing claims data to provide
‘a basis for predicting future healthcare cost

Utilizes:
Diagnosis codes — ICD-9 Diag.
Selected procedure codes - ICD-9-Proc, HCPCS & CPT
Pharmacy — NDC codes

271 chronic diseases with severity sub-classifications
Creating about 1,100 case mix and severity categories

These categories can be aggregated into approximately
40 distinct risk groups

Reproduction, sharing, forwarding or distributing of thi cument or any information contained in this document is prohibited without prior written authorization of CareAdvantage, Inc
All copyri Jr ts in and to CRGs and APR-DRGs are owned by 3M. All rights reserved ]
All copyrights in and to the algorithms other tha CRGS and APR-DRGs presented in this report, are owned by CareAdvantage, Inc. All rights reserved 7



e CRG Characteristics

i Understanding the Algorithm

\ ‘ A?élgns members to a single, mutually exclusive risk group
- updated each time data is refreshed

Up to 6 levels of severity to improve financial analysis and
prediction

Transparent methodology establishes a foundation for
intervention strategies
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- CRG Characteristics

— How CRGs Are Assigned
\.\ L '(i{G assignment requires:

One in-patient instance or
At least two instances in an outpatient or office setting
Ancillary providers — Limited or no impact

Significant co-morbidities and severity greatly influence
CRG assignment

Severity affected by:

Site of complications
Recency of complications

Recurrence of complications
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CRG Assignment

—
"3 CRG Status & Severity Levels
=
Statu P Lovds
1 Healthy 0
2 One or More Significant Acute Diseases 0
3 One Minor Chronic Disease 2
4 Multiple Minor Chronic Diseases 4
5 One Major Chronic Disease 6
6 Two Significant Chronic Diseases 6
7 Three or More Chronic Diseases 6
8 Complicated Malignancies 5
9 Catastrophic Conditions 6



B CRG Assignment

-~

il CRG Case Mix/Severity Matrix

l\.[fs'tg‘ution of individuals with diabetes in population of 250,000

Severity Level
Case Mix Type 1 2 3 4 5 6
1 Healthy

2 One or More Significant
Acute Diseases

3 One Minor Chronic
Disease
4 Multiple Minor Chronic
Diseases
5 One Significant Chronic
Disease 2290 665 227 57
6 Tw o Significant Chronic
Diseases 3718 1430 963 631 239 29

7 Three or More
Significant Chronic

Diseases 372 285 378 96 79 35
8 Complicated

Malignancies 1 40 68 52 19
9 Catastrophic

Conditions 3 23 9 17 17 9
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r CRG Assignment

‘&, Case Mix/Severity Impact on Plan Risk Score

N

Status 1 2 3 4 5 6

5 0.6857 1.4435 29515 5.0421 5.2942 5.5589

1.7137 2.8508 3.9650 54371 9.8301 10.8131
29552 5.77071 7.3588 10.3551 17.4995 19.2494
3.8874 8.4256 14.2910 29.7343 32.7078

3.6256  7.7972  8.5769 12.8754 14.1629 25.8472

NS L S8 ) | SN
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Income Optimization

«_.. Creating the Solution - Retrospective

—

N ‘Igéntify members likely to have other significant diagnoses —
“undocumented or under documented (“near misses”)

Diabetes without complications (250.0) vs. diabetes with renal
complications (250.40)

Process for identification:

Significant increase or decrease in risk scores
Healthy Status with unconfirmed chronic diagnoses
Members without claims

Claims from provider types not used by CRGs

Code sets not used by CRGs (Revenue codes & temporary
HCPCS)

Pharmacy data
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% Income Optimization

S| Fall in Risk Score

Anvalysis FIH":E CRG Description

01 CY 2004 GESS1  Acute Lymphoid Leukemia 1.0674
02 CY 2005 86551  Acute Lymphoid Leukemia b.1833
03 CY 2006 BES5Z Acute Lymphaid Leukemia 15,1850
04 09/01)06 - 08/31/2007 62301  Other Dominank Chronic Disease and Cther Nondominant Malignancy 1.9117

B L o=

Reproduction, sharing, forwarding or distributing of this document or any information contained in this document is prohibited without prior written authorization of CareAdvantage, Inc.
All copyrights in and to CRGs and APR-DRGs are owned by 3M. All rights reserve d
All copyrights in and to the algorithms other than CRGs and APR-DRGs presented in this report, are owned by CareAdvantage, Inc. All rights reserve d 14



1000
1001

1005

1006

1009
1010
1011

1012

1013

1014

1015

1016

Income Optimization

“"Healthy” Status

Healthy
Healthy Mon-Lser

Major Gynecolagical Diagnosis vathout Other Significant Tiness

Diagnosis of Major Congenital or Neonatal Problems withowt Other
Significant [liness

Catastrophic Diagnosis without Other Significant Iliness
Malignancy Diagnosis without Cther Significant liness
Significant Neurological Diagnosis without Other Significant Tliness

Significant Cardiovasoular, Pulmonary or other Vascular Diagrosis
without Other Significant Iliness

Major Mental Iliness or Substance Abuse Diagnosis wikthout Other
Significant lliness

Significant Connective Tissue or Orthopedic Diagnosis without Other
Significant Iliness

Significant Gastrointestinal, Hepatic, Renal or Hernia Diagnosis
without Other Significant Tliness

Diabetic Diagnosis without Other Significart liness
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Income Optimization

/

Sample of High Value Diagnoses

h ICDY9 Dx Code Relageeal;f;;zziug. szfjment
250.5 Diab w opthalmic manif* 1.6774
250.00 DMII wo cmp nt st uncntr 3.2607
250.0 Diabetes mellitus uncomp* 4.0426
250.30 DMII o cm nt st uncntrld 4.6950
250.6 Diab w neurologic manif* 6.1998
250.80 DMII oth nt st uncntrld 6.2626
250.70 DMII circ nt st uncntrld 7.6656
250.40 DMII renl nt st uncntrld 8.8358

250.9 Diabetes w complic NOS* 9.3180



. Income Optimization

Creating the Solution - Prospective

(-0

\s ' l\tv processes to identify members likely to have significant
~ diagnoses:
Laboratory values
SuperBill
Physician incentives
Care manager input
Health Risk Assessments (HRAS)
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Income Optimization

ample SuperBill

Diagnosiic Cai escripiiom

CategonyDescripilon

oS
« | Code

ICEes |
+"| Code |Bagnestic CategonyDescripiion
Diabweres

Cardiac & Vascular Conditions

260480 |Dvabedos with nephiopathy | IP85 4 |Gangiens WAl |Cyslostomy Use
25070 |[Deabetas with penphecsl vide dig | (4250 |CHF E End St Rl Dhigiis
25060 [Cvabertic Heutopathy 4255 |Alcohohc Cardismyogatiy
[ |352 02 [Frowvessmve abeti elinopatby &0331 with Cht Renal Disgase) ratar
2503 [Deabietas wilh alhar Comglic e 443 59 [Panph Wasculse Diigase ‘U ITIJl?h?Oﬂﬁm]' [T
EMNT and 27 32 [Aral Fhated |Dapendencs On Haspeaon
4918 |Cheomic Bronchitis 437 31 |atnal Fibnllabon Siin Condiions 1
| |29 8 |Emphyssms 827 2 |Parcxysmal Techycanta [F07 0 [Decubzus Licer
453 70 [Chepear Obatructive Asthme 4139 [Angink Pecions [1738 [Misligeant Melanams
CiF M My of Bedeal Intarct Oher |
Elood and lmmune Disorders 1618 _[Cancer of the Larynx
| |S5060 |Seckle Cell Dhiewis D [Nl ropania 185 Prodlibe Caniad
| |383.41 |Thalassemss Hb-S wathout Crisis 273 4 lAustcimmuns Discase 188 Biadder Cances
VOB [Asyrptosnatss HIWY Infistain 20 Hadgkie's Digase 1908 |Camicel Cancar
[T it O 203 1 [Wbshiple Mysloma 1TdH |Breast Cancar |
081 [Chr Lymphoid Leukemss 1599 |1 Tract Mabgnancy

alnwritian
5715 |Cinhosis OF Lives

| Connective Tiswee and Joint

I
456.1_ |Esoph Vances W'D Bleed 7100 _|Syslemic Lupus Erflhemalosus
5723 [Fesl Hypareinn 15778 [Pancraatic Diskkis 71032 [Sices Syndome
5728 |Checric Liver Diseasa G 8 |imastinal Malabson 7140 |Rhaumatoid Anhmtis
FE0.4  |[CachaxiaMalrutntaon Ebn Y |LAceratm Colivs FA0  |Ankylosing Spondyldis
VAT [Gasiosiomy Uss {555 5 [Fagionst Enteris Bt
a4 T |Hecstomy Use WES 70 |Areputatmn of the Loser Limb
a4 3 |Colostomy Lise 73020 |Osteomyellis
vid 4 |[Erterostomy Lise 3313 [Pathaloge: Fractume - Wensbrae
m Tiag Alcohal Complication FO7 10 |icer Cf Lowwer Lk

S0 [Fasonaons DiisaEs 4 G |Chrosy EMpandance

3568 |Penpheral Newnpathy 303 90 |Alcohed andence hirophrenia

43 N, 2 B | Doy Redalad Mantal Chaorder £ X |I:Inp|nq<. Paychoges
7B0.39 |Cormulixans 292 85 |Drug Induced Sleep Disorder 296 80 |Bipolar Drsarder

35 [Facalysic 291 89 |Alcohod Related Menial Disoedes 2606 90 [Episode Moad Dvsorder

Low Complexity Diagnoses

241 82 [Alcohol Induced Sleap D "

Disbates
250,00 |Desbetis withowt complcations
[

1.1 nigh Hy peelangsan

|
1
ﬁﬁ & [Hypargidamia

14 (0 |Cononary AMenosciansis

1307 50 [Eating Discedss

440 |Hypothyroidism Renal G Disease ENT and P Disease |
20 [Myparparatiyreadism TE T [Hyparkalesun 4738 |Chronic Singsitis
75 A2 [Myparcalcemia "6 8 |Hypokalena X [Asthma
Blood and mmune Disosders | [5929 |Unnary Calcubss Gl Disosders & Mabnuarition |
[3825 [Seckle-Cell Tran | [F58.39 [Uonary Incomeancs 11 [Haflas Esophagiie
[362.7 [Dhar Hemoglobmapathies Hone Condisions 350 |Paphc Ulces
Comnective Tissue and Joind Diseases [F3302 [Osteopoenses FE7 6 |Fecel Incontrence
(Goul [F15.00 [Ofteaadhrtis ar = |
[¥15.00 [Ostenarhntis [ [Tremar
719 an Linet Pan/fdhralas A 1N [Harcas Tastar | EVT I [Ty
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E

- Other Uses of CRGs

-
o | Care Management

e, — S

\ ‘(ﬁnical methodology for identifying types of care and
~disease management initiatives for implementation

Identify high opportunity members for enrollment in care
and/or disease management programs

Gaps in Care

Increasing and decreasing risk scores
Potential under-utilizers/utilization outliers
Future risk of admission &/or ER

Opportunity score
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- Other Uses of CRGs

S Performance Evaluation

\ / l\ﬁeasure and monitor vendor performance

Using clinically matched cohorts
Actual to expected — Cost or utilization

Evaluate provider quality and effectiveness of care using
case mix and severity adjusted metrics

Transparent methodology to facilitate actionable and
defendable interventions
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Conclusion

Questions & Answers

—~)

— )
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