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Section 1 
Introduction and Background 
The Act of June 22, 2018 (P.L. 258, No. 40) (Act 40) contained provisions, hereinafter, referred to as the Health Care Outcomes 
provisions,1 which required the Department of Human Services (Department or DHS) to establish Medicaid outcomes-based 
programs within the Commonwealth of Pennsylvania’s Medical Assistance (MA) Program to provide hospitals and MA managed care 
organizations (MCOs) with information to reduce potentially avoidable events (PAEs) and further increase efficiency in Medicaid 
hospital services. 

The Health Care Outcomes provisions define PAEs as consisting of the following: 

• Potentially avoidable readmissions (PARs). 

• Potentially avoidable admissions (PAAs). 

• Potentially avoidable complications (PACs). 

• Potentially avoidable emergency visits (PAVs). 

• A combination of the events listed above. 

This report is intended to provide an overview of the MCO Outcomes Program to the General Assembly. As this is the fifth year of the 
program, a year-over-year comparison of the two most recent years is provided. This report is delivered in a detailed graphical format 
to allow MCOs and the Department to gain greater insight into the current findings in order to take necessary action to improve 
performance in the future. The findings for calendar year (CY) 2021 also capture the Department’s Community HealthChoices (CHC) 
program on a statewide basis. The findings are presented by geographical zone as defined in the Department’s Physical Health (PH) 
HealthChoices and CHC programs. 

1 62 P.S. §§ 501-a–536-a. 
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Section 2 
Overview of Legislative Requirements 
The Health Care Outcomes provisions include several requirements. One of the requirements is for the Department to conduct an 
analysis of the Medicaid Program and produce a report describing how hospitals and MCOs can improve efficiency and outcomes by 
reducing PAEs. The Department conducted the required analysis, and produced a report titled “Comprehensive Analysis Health Care 
Outcomes Report to the Pennsylvania General Assembly”. This report, which provides a detailed description of the legislative 
requirements and the methodology used to select PAEs, the results of the analysis, and recommendations, was delivered to the 
General Assembly on December 31, 2019. A revised report was delivered to the General Assembly on February 28, 2020. For more 
information regarding the Comprehensive analysis, please refer to the full report which can be found at the following location: 

https://www.dhs.pa.gov/docs/Publications/Documents/Highlighted Reports/Health Care Outcomes_Final_20200228.pdf 

A second requirement in the Health Care Outcomes provisions is that the Department provide a progress report to the General 
Assembly by March 1, 2020 and each March 1 thereafter. This document titled “Managed Care Organization Outcomes Program 
Year Five” serves as the fifth-year progress report. 

As specified by Act 40, the required PAEs for the MCO Outcomes Program are PAR, PAA, PAV, and PAC. As this is the fifth year of 
the analysis, a year-over-year comparison of the two most recent years is included. A hospital outcomes program report is also 
required and will be provided as a separate report titled “Hospital Outcomes Program Year Five”. 

Federal law, as well as the Department’s policy, precludes the MCOs for payment of PACs. The Department has evaluated its policy, 
and surveyed the MCOs and determined that processes are in place and effective to prevent MCO payment to providers related to 
PACs. 
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Section 3 
Potentially Avoidable Event Methodology 
The Department is required to select a clinical categorical PAE methodology that will provide performance information at both the 
aggregate and case level. The methodology must include risk adjustment scoring to account for patient severity of illness and the 
population’s chronic illness burden. Mercer Government Human Services Consulting (Mercer), part of Mercer Health & Benefits LLC, 
the Commonwealth’s independent actuary who prepared this analysis, has developed the suite of clinical efficiencies which were 
selected as the methodology for identifying the PAEs of PAR, PAA, and PAV. Mercer worked under the direction of the Department to 
leverage the clinical efficiencies consistent with managed care rate setting to meet the requirements of the Health Care Outcomes 
provisions. 

The methodology utilized in Year Five of this analysis is consistent with the methodology used in the prior four years and consistent 
with the methodology utilized in managed care rate setting to adjust for inpatient and emergency department (ED) inefficiencies. 
Mercer utilizes the most current version of the applicable software. In some instances, this may result in changes to the identification 
of certain PAEs as codes sets are retired or replaced. 

Impact of Coronavirus Disease 2019 
The Year Five Act 40 Healthcare Outcomes report is for the CY 2021 period, which continued to be impacted by the COVID-19 
pandemic. In Pennsylvania, early detection through testing and vaccine administration to decrease the prevalence of COVID-19 were 
in effect. The availability of vaccines emerged during this time frame through emergency use authorization from the FDA with the goal 
to decrease the severity of COVID-19 illness and related hospitalizations. Widespread testing sites were available as an alternative to 
presenting to an Emergency Department or Urgent clinic. 

All individuals with a COVID-19 diagnosis during the review period were removed from the inpatient results. 

Data Sources 
Mercer utilized PH HealthChoices and CHC encounter data for beneficiaries served through the managed care program. The 
Department and Mercer utilized state fiscal year (SFY) 2021–2022 base data in the development of the CHC and PH HealthChoices 
CY 2024 capitation rates. Therefore, the results included in this document pertaining to the CY 2021 time period will not align with the 
SFY 2021–2022 results noted within the CY 2024 rate-development process. 

The data used in this analysis includes services provided to MCO members for service dates January 1, 2021, through 
December 31, 2021. While the data was checked for reasonableness compared to rate development, it will vary given the different 

3 
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time periods being analyzed. As with the 2023 (Year 4) PAE analysis, data utilized for the PAE analysis include inpatient services, but 
as noted above, individuals with a COVID-19 diagnosis during the CY 2021 base period were removed from the inpatient results. 

The following should be considered when reviewing the results of the 
analysis: 

1. All data considered in this analysis was submitted by PH 
HealthChoices MCOs or CHC-MCOs through the Provider 
Reimbursement and Operations Management Information System 
(PROMISeTM). No adjustments were made to account for misreporting 
or underreporting of data. 

2. Identified PAEs and associated dollars within Mercer’s analyses are 
not intended to express an opinion on the medical necessity of an 
event or imply a particular event is avoidable in a particular instance. 
Instead, the analysis serves to identify and quantify opportunities for 
improvement, which may exist within the Medicaid delivery system. 

3. The PAA and PAR analyses include an overlapping identification 
process, which avoids double counting of PAEs within each analysis. 
PAR is analyzed first, then PAA. Therefore, if a readmission is 

Medically necessary treatment and 
services are services or supplies that are 
needed to diagnose or treat a patient’s 
condition, disease, or its symptoms. A 

condition that is medically necessary can also be 
potentially avoidable. See 55 Pa. Code § 1101.21. 

Example: If an individual with a history of asthma is 
admitted to a hospital because of intense shortness of 
breath and bluish lips, the admission is likely 
medically necessary. If the individual had received 
appropriate medication and evidence-based treatment 
in an outpatient setting, their asthma symptoms may 
not have progressed to the point at which the 
individual needed to be hospitalized. In other words, 
the admission was potentially avoidable even though 
it may have been medically necessary. 

considered potentially avoidable, the admission will not be included in 
the PAA results but will instead be included in the PAR results. 

4. Costs associated with PAEs are displayed in total prior to adjustments applied as part of the managed care rate-setting process. 

5. The PAA analysis is specific to inpatient facilities and does not consider long-term care facilities. 

6. The Department grouped results for the MA MCOs by PH HealthChoices and CHC zones. 

Potentially Avoidable Event Process 
Each PAE is identified following an established process described below. 

4 
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Potentially Avoidable Readmissions 
PARs are return hospitalizations within a 30-day period that may have resulted from a deficiency in the care or treatment provided to 
the beneficiary during a previous hospital stay or from a deficiency in post-hospital discharge follow up. The readmission analysis 
considers all hospital readmissions within 30 days of a previous discharge for the same beneficiary at any facility and any 
diagnosis-related group (DRG). Mercer applied exclusionary criteria for certain conditions referred to as clinical global exclusions 
(e.g., indications of trauma, cancer, burns, HIV/AIDS). These clinical global exclusions are made for conditions and situations that 
may require more complex treatment for beneficiaries. Any beneficiary identified as having a clinical global exclusion is excluded from 
both PAR and PAA analyses. 

After clinical global exclusions are considered, Mercer clinicians review all remaining readmissions to determine if the readmission 
should be considered potentially avoidable. Readmissions are not considered potentially avoidable when: 

• Readmissions are for conditions unrelated to the previous admission. 

• Beneficiaries chose to leave against medical advice. 

• Beneficiaries were three years of age and under or 85 years of age and older. 

• There is evidence of transition of care as reflected by the presence of a claim for a visit to a primary care provider, specialist, or a 
clinic such as a federally qualified health center after the hospital discharge and prior to the readmission. 

• Beneficiaries were discharged due to death or placement into hospice. 

Potentially Avoidable Admissions 
PAAs are admissions to a hospital that may have reasonably been prevented with adequate access to ambulatory care or health care 
coordination. 

The admissions analysis considers indicators were developed by the Agency for Healthcare Research and Quality (AHRQ) and 
include select prevention quality indicators (PQIs) and pediatric quality indicators (PDIs).2 Mercer has selected 10 adult and four 
pediatric indicators in this analysis, displayed in Table 1 and Table 2 below. The AHRQ indicators selected relate to conditions the 
MCO can impact or improve outcomes within one reporting year. This is important as the PH HealthChoices and CHC actuarial 
rate-development process, which was utilized for this analysis, must reflect reasonable and achievable assumptions regarding the 

2 AHRQ, Quality Indicator Resources. Available at https://www.qualityindicators.ahrq.gov/Modules/default.aspx. 
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level of assumed efficiency within the rating period for which the capitation rates are being developed. The assumed efficiency levels 
are evaluated annually by Mercer and/or the Department for use in the managed care rate-setting process.3 

In addition to the criteria specified by AHRQ, similar to the process described related to PAR, Mercer follows a similar clinical global 
exclusion process. 

PDIs do not apply to the CHC program as the population is limited to individuals ages 21 years and older. 

Table 1 — AHRQ PDI Included in PAA Analysis 

AHRQ PDI Number PDI Description (Pediatric) 

14 Asthma Admission Rate 

15 Diabetes Short-Term Complications Admission Rate 

16 Gastroenteritis Admission Rate 

18 Urinary Tract Infection Admission Rate 

Table 2 — AHRQ PQI Included in PAA Analysis 

AHRQ PQI Number PQI Description (Adult) 

1 Diabetes Short-Term Complications Admissions Rate 

3 Diabetes Long-Term Complications Admissions Rate 

5 Chronic Obstructive Pulmonary Disease or Asthma in Older Adults Admission 
Rate 

7 Hypertension Admission Rate 

8 Heart Failure Admission Rate 

3 The Department also maintains a Hospital Quality Incentive Program (HQIP) which includes an analysis of potentially avoidable hospital admissions using 3M’s Population-focused Preventable Software to calculate the 
results. Due to differences in methodology and the specific criteria applied by Mercer for this analysis, the results of the accompanying analysis will not match those determined through the HQIP program. 

6 
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AHRQ PQI Number PQI Description (Adult) 

11 Bacterial Pneumonia Admission Rate 

12 Urinary Tract Infection Admission Rate 

14 Uncontrolled Diabetes Admission Rate 

15 Asthma in Younger Adults Admission Rate 

16 Rate of Lower-Extremity Amputation Diabetes 

Potentially Avoidable Emergency Visits 
PAVs include treatment in an emergency medical facility for a condition that may not require emergency medical attention because 
the condition could be or could have been treated or prevented by a physician or other health care provider in a nonemergency 
setting. 

The visits analysis considers ED utilization to identify instances of PAV. These are referred to as low acuity non-emergent (LANE) 
visits. The criteria used to define LANE ED visits is based on publicly available studies, as well as input from both the Department’s 
and Mercer’s clinical staff, and physicians with training and experience in primary care, urgent care, and emergency medicine. 

Consistent with the methodology utilized in the prior years of the analysis, each LANE diagnosis code has an assigned percentage 
preventable value collaboratively developed by Office of Medical Assistance Program’s Chief Medical Officer and Mercer clinicians. 
The encounters are categorized by primary diagnosis and by procedure code, in which a hierarchical process is applied to identify 
potentially preventable visits. For example, the analysis will identify PAVs starting with visits having procedure code 99281, then visits 
with procedure code 99282 and finally (if the preventable percentage allows) visits with procedure code 99283. 

LANE International Classification of Diseases Tenth Revision (ICD-10) codes and associated percentage preventable values are 
reviewed on an annual basis and are adjusted, where applicable. 

A listing of LANE ICD-10 diagnosis codes and their associated ICD-10 groupings are included as Appendix F. 

7 
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Zone Criteria 
For purposes of this analysis, the results are calculated on a statewide basis and by geographical zone as defined in the 
Department’s PH HealthChoices and CHC programs. The MCO results are assigned to a geographical zone based on MCO 
assignment. 

Each zone will reflect its own unique member and hospital composition as well as a rural and urban mix. All results should be 
reviewed in consideration of these potential zone variations (i.e., there may be more PAEs identified as a proportion of overall 
admits/visits based on geography). 

Risk Adjustment 
The Health Care Outcomes provisions require risk adjustment scoring to account for severity of illness and population chronic illness 
burden. To account for the acuity differences inherent in the data, Mercer calculated the acuity following one of two methods based 
on the data source being utilized (inpatient or ED data). These acuity factors were not directly applied within the results but are 
instead, intended to inform the overall acuity level of the events being analyzed. The risk-adjustment approach for each PAE is as 
follows: 

1. PAR and PAA: An average all patient refined-diagnosis related groups (APR-DRGs) relative value weight (case mix index [CMI]) 
was calculated by MCO for all admissions. APR-DRGs classify patients according to their reason of admission. Each APR-DRG is 
assigned a value weight for severity of illness and risk of mortality. The CMI is calculated by aggregating all assigned value 
weights and dividing by the number of admissions. 

2. PAV: Mercer developed cost weights using the statewide cost per visit for all ED visits billed with procedure codes 99281–99285. 
These procedure codes represent evaluation and management services provided in the ED. Procedure codes 99281–99283 
represent ED visits for less complex or severe conditions. Procedure codes 99284 and 99285 represent ED visits for conditions 
that are most urgent and of high severity. To develop the cost weights, the average cost per visit was calculated for each of the 
five procedure codes separately. Then, the cost per visit for each procedure code was divided by the total cost per visit across all 
procedure codes to derive a cost relativity. The resulting factors were then assigned to the data at the claim level and aggregated 
by MCO for all ED visits. 

8 
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Section 4 
Managed Care Organization Results 
An evaluation of Year Five data suggests opportunities exist to improve the efficiency of how care and services are delivered. 

The accompanying information is provided in graphical format by geographical zone to assist the Department and MCOs in the 
identification of opportunities to develop interventions that will improve patient care and decrease avoidable cost. 

The table and figure below display the combined statewide PAE results for both the PH HealthChoices MCOs and the CHC-MCOs. 
The following should be noted for each Health Care Outcomes data year: 

• CY 2020 data: 

─ Data includes PH HealthChoices MCOs. 

─ Data includes CHC-MCOs. 

• CY 2021 data: 

─ Data includes PH HealthChoices MCOs. 

─ Data includes CHC-MCOs. 
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Table 3 — MCO Results for PAE and Cost 
Description 
of PAEs 

  
  

       

      
 

 
 
 

 
 

 

 

 

 

 
 

  

 
 

  

 

 
 

 

 
 

                

          

           

         

      
       

      

              
  

Number of 
PAEs 

Number of 
PAEs 

Percentage 
of 

Admits/Visits 

Percentage 
of 

Admits/Visits 

Cost 
Associated 
With PAEs 

Cost 
Associated 
With PAEs* 

Percentage 
of 

Inpatient/ED 
Cost 

Percentage 
of 

Inpatient/ED 
Cost 

CY 2020 CY 2021 CY 2020 CY 2021 CY 2020 CY 2021 CY 2020 CY 2021 

PAR 4,986 5,035 2.1% 1.9% $56,125,127 $57,725,412 2.1% 1.9% 

PAA 10,928 13,976 4.6% 5.3% $95,686,488 $126,322,923 3.6% 4.2% 

PAV 198,888 203,537 15.7% 14.3% $44,354,219 $48,239,923 9.3% 9.7% 

Total 214,802 222,548 $196,165,833 $232,288,263 
*Costs in the table may differ from results provided directly to the MCOs as part of rate setting, as costs associated with PAEs are displayed prior to replacement 
costs, other adjustments, and/or rounding. Additionally, as noted above, CY 2024 rate setting was based on SFY 2021–2022 data and not CY 2021 data. 

PAR cost amounts are separate from any recoupment activities that may have occurred by either the MCOs or through the 
fee-for-service program. 
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Figure 1 — PAE (as a percentage of total admits or visits), MCO Results by PH HealthChoices and CHC Program Zones 

11 
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Overall, combined PAEs are up by 7,746 events from CY 2020 to CY 2021. All three PAE categories had increases in their total 
numbers ranging from less than 1% for PAR, PAV at approximately 2%, and nearly a 28% increase for PAA. As a percentage of total 
events, PAAs also increased slightly from 4.6% to 5.3%, however PARs and PAVs decreased from 2.1% to 1.9% and 15.7% to 
14.3%, respectively. 

There is a statewide increase in PAEs year-over-year, as well as an increase in total dollars of approximately $36.1 million. The 
increase in dollars followed the similar pattern of increase in actual events, with PAAs accounting for the largest share of the impact at 
$30.6 million. 

Table 4 below displays the 20 most frequent APR-DRGs for PARs. In addition, a comparison to the prior year is displayed including 
the percentage change in both occurrence and identified cost. 

The following APR-DRGs had the most notable increases in occurrence: 

• ACUTE KIDNEY INJURY 

• INFECTIOUS & PARASITIC DISEASES INCLUDING HIV W O.R. PROCEDURE 

The following APR-DRGs had the most notable decreases in occurrence: 

• SICKLE CELL ANEMIA CRISIS 

• SEPTICEMIA & DISSEMINATED INFECTIONS 

12 
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Table 4 — PAR by APR-DRG 

APR DRG 
Number 

  
  

       

     

 
   

 
 

 
 

 
 

 
 

  

 
 

  
  

 

        

       

 
  

 
 

    

    
     

        

   
     

    
      

   
      

         

   
     

     
     

 
  

   
  

     

    
       

- -APR DRG Description 
Number of 

PAEs 
Number of 

PAEs 
PAE % 

Change 

Cost 
Associated 
With PAEs 

Cost 
Associated 
With PAEs 

Cost % 
Change 

CY 2020 CY 2021 CY 2020 CY 2021 

0420 DIABETES 336 298 -11% $2,338,970 $2,587,459 11% 

0720 
SEPTICEMIA & 
DISSEMINATED 
INFECTIONS 

323 274 -15% $4,807,651 $4,121,256 -14% 

0662 SICKLE CELL ANEMIA 
CRISIS 334 255 -24% $2,842,354 $1,948,330 -31% 

0194 HEART FAILURE 238 254 7% $3,303,793 $4,078,325 23% 

0775 ALCOHOL ABUSE & 
DEPENDENCE 158 184 16% $807,292 $873,808 8% 

0282 DISORDERS OF PANCREAS 
EXCEPT MALIGNANCY 165 182 10% $1,454,817 $1,176,168 -19% 

0140 CHRONIC OBSTRUCTIVE 
PULMONARY DISEASE 161 139 -14% $1,444,577 $1,234,892 -15% 

0133 RESPIRATORY FAILURE 115 123 7% $1,591,795 $1,808,705 14% 

0280 ALCOHOLIC LIVER 
DISEASE 102 103 1% $888,861 $947,038 7% 

0383 CELLULITIS & OTHER SKIN 
INFECTIONS 73 100 37% $746,630 $869,273 16% 

0710 
INFECTIOUS & PARASITIC 
DISEASES INCLUDING HIV 
W O.R. PROCEDURE 

68 98 44% $933,853 $1,722,741 84% 

0463 KIDNEY & URINARY TRACT 
INFECTIONS 74 80 8% $1,055,348 $1,204,615 14% 
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Number of 
PAEs 

Number of 
PAEs 

Cost 
Associated 
With PAEs 

Cost 
Associated 
With PAEs 
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- -APR DRG Description 

CY 2020 CY 2021 

PAE % 
Change 

CY 2020 CY 2021 

Cost % 
Change 

0469 ACUTE KIDNEY INJURY 39 72 85% $466,753 $944,153 102% 

0403 PROCEDURES FOR 
OBESITY 74 69 -7% $844,459 $742,732 -12% 

0956 UNGROUPABLE 49 69 41% $458,549 $1,091,978 138% 

OTHER NON-
0425 HYPOVOLEMIC 90 62 -31% $900,116 $615,216 -32% 

ELECTROLYTE DISORDERS 

0141 ASTHMA 70 59 -16% $481,608 $535,352 11% 

0053 SEIZURE 50 58 16% $580,452 $644,227 11% 

OTHER 
0249 GASTROENTERITIS, 45 58 29% $385,873 $697,574 81% 

NAUSEA & VOMITING 

CARDIAC 

0192 CATHETERIZATION FOR 
OTHER NON-CORONARY 45 57 27% $943,061 $830,991 -12% 

CONDITIONS 

PAAs as a percentage of admissions increased from 4.6% to 5.3%. The cost associated with PAAs also increased from $95.9 million 
to $126.3 million. 

PAVs as a percentage of total emergency room visits decreased from 15.7% to 14.3%. The cost associated with PAVs increased 
from $44.3 million to $48.2 million. 

14 
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Overall 
The Department’s efficiency adjustments took into account the costs associated with the PAEs as part of the rate-setting process. 
Over the past five years, the Department has reduced capitation rates in PH HealthChoices and CHC by more than $1.6 billion for 
inefficient costs. 

In order to provide the data in a format that will provide the most descriptive information, the baseline results are graphically displayed 
by PAE and by zone in Appendices A–C. 
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Section 5 
Next Steps 
The analyses included in this report address the requirements of Health Care Outcomes provisions regarding development of an 
MCO Outcomes Program. The MCO level analyses will be completed and ready for distribution to each MCO in the second 
calendar quarter of 2024. A template of the analysis that will be provided to each MCO is included as Appendix E. 

In order to identify opportunities for the MCOs to reduce PAEs, the Department is focusing on the following efforts. In addition, the 
Department released the 2023 CHIP and Medical Assistance Quality Strategy4 and continues to strengthen the strategies included in 
the document through the efforts below: 

1. As noted in the last report, the Department reviews these efficiency adjustments and its strategy for reducing inefficiencies in 
managed care as part of the annual rate development process for the PH HealthChoices program. The PH HealthChoices 
efficiency adjustments for hospital services include readmissions within 30 days for any facilities, admissions related to the 
conditions identified as potentially avoidable using AHRQ’s PQI and PDI, admissions for cellulitis conditions, short inpatient stays, 
and LANE ED usage. The Department continues to increase the final efficiency adjustments in the rate setting to encourage the 
MCOs to be more efficient in future rate years. 

2. The Department includes quality measures in its MCO Pay-for-Performance (P4P) arrangement in the HealthChoices Agreement, 
which incentivizes meeting or exceeding national benchmarks in all-cause readmissions, or improving performance with respect to 
decreasing all-cause readmissions year over year. 

3. The Department includes value-based purchasing (VBP) requirements in the HealthChoices Agreement to improve quality of care, 
to improve the efficiency of services, to reduce cost, and to support addressing Social Determinants of Health (SDOH). For PH 
HealthChoices CY 2023, 50% of the medical portion of the capitation and maternity care revenue rate must be expended through 
VBP arrangements, at least half of which must be in medium and high-risk level arrangements like shared savings, shared risk, 
bundle payments, and global payment. In addition, the PH-MCOs must incorporate Community-Based Organizations (CBOs) into 
VBP arrangements with Network Providers to address SDOH. 75% of the medical portion of the capitation and maternity care 
revenue expended in shared savings, shared risk, bundle payments, and global payment must incorporate at least one CBO that 
addresses at least one SDOH domain. The remaining 25% must incorporate one or more CBOs that together address two or 
more SDOH domains. The Department encourages the MCOs to establish VBP arrangements that include efforts in reducing 
hospital PAEs. The VBP requirement links provider payments to patient outcomes, aligning incentives to improve care and reduce 

4 2023 CHIP and Medical Assistance Quality Strategy for Pennsylvania_Final 
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costs. The Department monitors the MCOs VBP and holds them accountable for the VBP requirement and ensures that they 
operate efficiently while providing high-quality, cost-effective care. 

4. The Department includes Community-Based Care Management in the HealthChoices Agreement, which allows the MCOs to 
utilize community health workers and requires the PH-MCOs to collaborate with CBOs to encourage the use of preventive 
services, mitigate SDOH barriers, reduce healthcare disparities, and improve maternal and child health. The Department supports 
the MCO efforts to outreach to beneficiaries at risk of admission or readmission. 

5. The Department manages the Integrated Care Plan (ICP) P4P initiative, which incentivizes PH and Behavioral Health-MCOs to 
share data on high-need members and meet certain quality thresholds, including readmission rates for individuals with Serious 
Persistent Mental Illness (SPMI) within 30 days of an inpatient stay, hospital admission rates for individuals with SPMI, and ED 
visits for the same population. 

6. PH-MCOs are required to submit Performance Improvement Projects (PIPs) each year, which are implemented over the course of 
a three-year cycle. From 2019-2022, the Department required PH-MCOs to design and implement projects intended to reduce 
PAEs. All plans implemented these projects during the PIP cycle, but mixed results led the Department to choose to continue the 
same PIPs during the 2023-2026 cycle. 

7. The Department requires the PH-MCOs to implement a Patient Centered Medical Home (PCMH) program. The PCMH model of 
care includes key components such as: whole person focused on behavioral health and PH, comprehensive focus on wellness 
as well as acute and chronic conditions, increased access to care, improved quality of care, team-based approach to care 
management/coordination, and use of electronic health records and health information technology to track and improve care. The 
PH-MCOs contract with high volume providers in their network who meet the HealthChoices requirements of a PCMH, make 
payments, collect quality related data, reward PCMHs with quality-based enhanced payments and develop a learning network that 
includes PCMHs and other PH-MCOs. 

8. In addition to strengthening the VBP requirement, efficiency adjustments and care coordination strategies listed above, the 
Department continues to address SDOH. SDOH, which include elements such as access to food, access to health services, 
education and employment, environmental conditions, income, housing, and relationships, among others are considered 
responsible for approximately 80% of a person’s health outcomes. The Department focuses on improvement of SDOH to address 
the whole person health rather than focusing on specific body systems, diagnoses, or conditions, and to reduce health disparities 
based on age, race, ethnicity, sex, primary language, and disability status. Through whole person care and SDOH, the 
Department continues to explore opportunities that are expected to reduce health care costs including preventable events. 
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Appendix A 
Potentially Avoidable Readmissions 
Contents 

Table Number Table Title 

1 Total Events 

2 Total Dollars 

3 APR-DRG Case Mix Index 

4 Events and Dollars by Rate Cell 

5 Events and Dollars by Age Band and Gender 

6 Events and Dollars by Top 10 APR-DRG 

The tables identified above are included for each zone. Zone results are displayed in the following order: Southeast, Southwest, 
Lehigh/Capital, Northeast, and Northwest. This is the fifth year of the analysis; therefore, both CY 2021 and CY 2020 results are 
available and displayed as applicable. 

Detailed Description of Tables 
Table 1 — displays the total number of PAR as a percentage of total inpatient hospital admissions. This value is displayed at both the 
zone and statewide level. 

Table 2 — displays the total expenditures related to PAR as a percentage of total inpatient hospital expenditures. This value is 
displayed at both the zone and statewide level. 
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Table 3 — displays the average APR-DRG CMI for those admissions identified as PAR at the zone and statewide level.5 Also 
displays the APR-DRG average CMI for all admissions at the zone and statewide level. 

Table 4 — displays the total number of PAR as a percentage of total hospital inpatient admissions by rate cell. This value is displayed 
at both the zone and statewide level. 

Table 5 — displays the total number of PAR as a percentage of total inpatient hospital admissions by age band and gender. These 
values are displayed at both the zone and statewide level. 

Table 6 — displays the 10 most frequent diagnosis (APR-DRG) in the zone that result in PAR within the zone. These values are 
displayed at both the zone and statewide level. 

Additional Notes Regarding Data 
1. Admissions and Dollars for CY 2021 service dates are based on PH HealthChoices MCO encounter data and CHC-MCO 

encounter data submitted through January 6, 2023. 

2. Inpatient is defined as acute inpatient hospital admissions. 

3. APR-DRGs are assigned by PROMISe system and represent APR-DRG version 37. CMI reflects the average APR-DRG relative 
value weight of all admissions. If APR-DRG relative value weight was not present on the claim, an average relative value weight 
was assigned. These average relative value weights were calculated at the hospital level. 

4. There are always at least two admissions related to a PAR. The first admission is referred to as the “anchor admission”. When the 
beneficiary is discharged and admitted again within 30 days, the subsequent admission is referred to as a “readmission”. The 
PAR APR-DRG is assigned based on the anchor admission. 

5. Replacement costs, which are the costs that would have been incurred to care for the beneficiary in an appropriate setting, are not 
considered in this analysis. 

6. Age and gender are assigned using eligibility files provided by the Department. 

7. Encounters with revenue code 0762 and no room and board code, indicating an observation stay, were excluded from PAR 
analysis. 

5 APR-DRGs classify patients according to their reason of admission. Each APR-DRG is assigned a value weight for severity of illness and risk of mortality. The CMI is calculated by aggregating all assigned value weights and 
dividing by the number of admissions. 
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8. Readmissions are defined as inpatient hospital admissions within 30 days of an admission for the same beneficiary with any DRG 
at any facility. Not all readmissions within 30 days are considered potentially avoidable. Therefore, Mercer clinicians review 
readmissions (line by line) to determine if the readmission should be considered potentially avoidable. An admission is not 
considered potentially avoidable when: 

A. Beneficiary has a qualifying clinical global exclusion diagnosis (examples include trauma and malignancies). 

B. Beneficiary is three years of age and under or 85 years of age and older. 

C. Beneficiary has a qualifying outpatient encounter between admissions. 

D. Beneficiary was discharged due to death or to hospice. 

9. PAR values displayed are post clinical global exclusions and clinical review (as described in number 8 above). Targeted efficiency 
levels are not applied. 
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Appendix B 
Potentially Avoidable Admissions 
Contents 

Table Number Table Title 

1 Total Events 

2 Total Dollars 

3 APR-DRG Case Mix Index 

4 Events and Dollars by Rate Cell 

5 Events and Dollars by Age Band and Gender 

6 Events and Dollars by Top 10 APR-DRG 

7 Admissions and Dollars by PDI (Pediatric) 

8 Admissions and Dollars by PQI (Adult) 

The tables identified above are included for each zone. Zone results are displayed in the following order: Southeast, Southwest, 
Lehigh/Capital, Northeast, and Northwest. This is the fifth year of the analysis; therefore, both CY 2021 and CY 2020 results are 
available and displayed as applicable. 

Detailed Description of Tables 
Table 1 — displays the total number of PAA as a percentage of total inpatient hospital admissions. This value is displayed at both the 
zone and statewide level. 

Table 2 — displays the total expenditures related to PAA as a percentage of total inpatient hospital expenditures. This value is 
displayed at both the zone and statewide level. 
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Table 3 — displays the average APR-DRG CMI for those admissions identified as PAA at the zone and statewide level. Also displays 
the average APR-DRG CMI for all admissions at the zone and statewide level. 

Table 4 — displays the total number of PAA as a percentage of total inpatient hospital admissions by rate cell. This value is displayed 
at both the zone and statewide level. 

Table 5 — displays the total number of PAA as a percentage of total inpatient hospital admissions by age band and gender. These 
values are displayed at both the zone and statewide level. 

Table 6 — displays the 10 most frequent diagnosis (APR-DRG) in the zone that result in PAA within the zone. These values are 
displayed at both the zone and statewide level. 

Table 7 — displays the total number of PDIs identified and the expenditures related to PDI. These values are displayed at both the 
zone and statewide level. 

Table 8 — displays the total number of PQIs identified and the expenditures related to PQI. These values are displayed at both the 
zone and statewide level. 

Additional Notes Regarding Data 
1. Admissions and Dollars for CY 2021 service dates are based on PH HealthChoices MCO encounter data and CHC-MCO 

encounter data submitted through January 6, 2023. 

2. Inpatient is defined as acute inpatient hospital admissions. 

3. APR-DRGs are assigned by PROMISe system and represent APR-DRG version 37. CMI reflects the average relative value 
weight across all admissions as established by the Department. If APR-DRG relative value weight was not present, an average 
relative value weight was assigned. These average relative value weights were calculated at the hospital level. 

4. Version 2022 AHRQ logic was used for PDIs and PQIs. 

5. PAA values displayed are post clinical global exclusions, enrollment duration and PAR overlap. Targeted efficiency levels are not 
applied. 

6. PQIs include beneficiaries 18 years of age or older, and PDIs include beneficiaries through 17 years of age. As a result, PDIs do 
not apply to the CHC program as the CHC population is limited to individuals ages 21 years and older. 

7. Replacement costs, which are costs that would have been incurred to care for the beneficiary in an appropriate setting are not 
considered in this analysis. 
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8. Age and gender are assigned using eligibility files provided by the Department. 

9. Encounters with revenue code 0762 and no room and board code, indicating an observation stay, were excluded from PAA 
analysis. 

10. All encounters for beneficiaries with a qualifying clinical global exclusion diagnosis (examples include trauma and malignancies) 
were excluded. 

11. Additional clinical exclusions were applied in addition to the specific to AHRQ’s PQIs/PDIs exclusionary criteria (for example, 
transfers from other facilities). 
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Appendix C 
Potentially Avoidable Visits 
Contents 

Table Number Table Title 

1 Total Events 

2 Total Dollars 

3 Emergency Department Cost Weights 

4 Events and Dollars by Top 10 Diagnosis Code 

The tables identified above are included for each zone. Zone results are displayed in the following order: Southeast, Southwest, 
Lehigh/Capital, Northeast, and Northwest. This is the fifth year of the analysis; therefore, both CY 2021 and CY 2020 results are 
available and displayed as applicable. 

Detailed Description of Tables 
Table 1 — displays the total number of potentially avoidable ED visits as a percentage of total ED visits. This value is displayed at 
both the zone and statewide level. 

Table 2 — displays the total expenditures related to potentially avoidable ED visits as a percentage of total ED expenditures. This 
value is displayed at both the zone and statewide level. 

Table 3 — displays the ED cost weight for those ED visits identified as potentially avoidable visits at the zone and statewide level. 
Also displays the ED cost weight for all ED visits at the zone and statewide level. 

Table 4 — displays the 10 most frequent primary diagnosis for potentially avoidable visits within the zone. These values are displayed 
at both the zone and statewide level. 
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Additional Notes Regarding Data 
1. Visits and dollars for CY 2021 service dates are based on PH HealthChoices MCO encounter data and CHC-MCO encounter data 

submitted through January 6, 2023. 

2. ED is defined as visits containing a 99281–99285 procedure code or a 450 revenue code. 

3. Outpatient facility and professional encounters are combined to form an ED visit for the purposes of this analysis. 

4. LANE visits are identified using a list of low acuity diagnosis codes identified through health services research and physician input. 

5. Each LANE diagnosis code was reviewed by practicing ED physicians, DHS, and Mercer clinical staff and assigned a targeted 
utilization percentage that represents the portion of visits that a highly efficient managed care program could potentially prevent; 
visits with a procedure code of 99284 or 99285 are not adjusted. 

6. A low-cost visit cutoff of $61.28, for PH HealthChoices MCO encounter data, was applied to LANE utilization to reflect appropriate 
and cost-effective treatment in an ED setting. The low-cost visit cutoff amount was $61.52 for CHC-MCO encounter data. 

7. Replacement costs and targeted efficiency levels are not considered in this analysis. 

8. Encounters with revenue code 0762, indicating an observation stay, were excluded from PAV analysis. 
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Appendix D 
Glossary 
Terminology Definition 

AHRQ Agency for Healthcare Research and Quality. A federal agency focused on improving the safety and quality of 
America’s health care system. 

APR-DRGs All Patient Refined-Diagnosis Related Groups. A version of diagnosis related groups that further subdivide the 
diagnosis related groups into four severity-of-illness and four risk-of-mortality subclasses within each diagnosis 
related group. 

Beneficiary A person eligible to receive services in the MA Program of the Commonwealth of Pennsylvania. 

CHC Community HealthChoices. A mandatory managed care program that uses MCOs to coordinate and pay for 
PH care and long-term services and supports for beneficiaries who are dually eligible for Medicare and 
Medicaid and those who require a nursing facility level of care. 

Department or DHS The Department of Human Services of the Commonwealth of Pennsylvania. 

Diagnostic Related 
Groups 

A classification system that uses patient discharge information to classify patients into clinically meaningful 
groups. 

ED Emergency Department. The department of a hospital responsible for the provision of emergency services. 

Encounter Data A record submitted by the MCO to the Department of a covered health care service provided to a MCO 
member. 

Gender Gender identified within the Department’s eligibility system. 

Hospital A public or private institution licensed as a hospital under the laws of the Commonwealth that participates in 
the MA Program. 
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Terminology Definition 

LANE Low-Acuity Non-Emergent emergency visits. ED visits that could have occurred in a lower acuity setting or 
been avoided through the provision of consistent, evidence-based, primary care, proactive care management, 
and health education. 

MA Medical Assistance. The acronym by which the Commonwealth’s Medicaid Program, authorized under 
Article IV of the Public Welfare Code (62 P. S. §§ 401–488), is known. 

MCO Managed Care Organization. A licensed MCO with whom the Department has an agreement to provide or 
arrange for services to a Medicaid beneficiary. 

MCO Outcomes A program designed to provide a Medicaid MCO with information to reduce PAEs and further increase 
Program efficiency in Medicaid managed care programs. 

Medicaid Program The joint federal and state program through which health care services are provided to eligible beneficiaries in 
conformation with Title XIX of the Social Security Act (42 U.S.C.A. §§ 1396–1396q) and regulations issued 
under it. 

PAA Potentially Avoidable Admission. An admission of an individual to a hospital or long-term care facility, which 
may have reasonably been prevented with adequate access to ambulatory care or health care coordination. 

PAC Potentially Avoidable Complication. A harmful event or negative outcome with respect to an individual, 
including an infection or surgical complication, that: 
• Occurs after the person's admission to a hospital or long-term care facility. 
• May have resulted from the care, lack of care, or treatment provided during the hospital or long-term care 

facility stay, rather than from a natural progression of an underlying disease. 
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Terminology Definition 

PAE Potentially Avoidable Event. Any of the following: 
• A potentially avoidable admission (PAA). 
• A potentially avoidable complication (PAC). 
• A potentially avoidable emergency visit (PAV). 
• A potentially avoidable readmission (PAR). 
• A combination of the events listed under this definition. 

PAR Potentially Avoidable Readmission. A return hospitalization of an individual within a period specified by the 
Department that may have resulted from a deficiency in the care or treatment provided to the individual during 
a previous hospital stay or from a deficiency in post hospital discharge follow up. The term does not include a 
hospital readmission necessitated by the occurrence of unrelated events after the discharge. The term includes 
the readmission of an individual to a hospital for: 
• The same condition or procedure for which the individual was previously admitted. 
• An infection or other complication resulting from care previously provided. 
• A condition or procedure indicating a surgical intervention performed during a previous admission was 

unsuccessful in achieving the anticipated outcome. 

PAV Potentially Avoidable Emergency Visit. Treatment of an individual in a hospital emergency room or 
freestanding emergency medical care facility for a condition that may not require emergency medical attention 
because the condition could be or could have been treated or prevented by a physician or other health care 
provider in a nonemergency setting. 

PDI Pediatric Quality Indicator. A set of measures that can be used with hospital inpatient discharge data to provide 
a perspective on the quality of pediatric health care. 

PH HealthChoices The mandatory managed care program that uses MA MCOs to coordinate and pay for physical health services. 

73 



  
  

       

 

  

   

            
           

           
  

       
           

  

           
         

MCO Outcomes Program Commonwealth of Pennsylvania Department of Human Services 
Year Five 

Terminology Definition 

PIP Performance Improvement Project 

PQI Prevention Quality Indicator. A set of measures that can be used with hospital inpatient discharge data to 
identify quality of care for ambulatory care sensitive conditions. These are conditions for which good outpatient 
care can potentially prevent the need for hospitalization or for which early intervention can prevent 
complications for more severe disease. 

PROMISe Provider Reimbursement and Operations Management Information System. The Department’s Medicaid 
Management Information System which is the Centers for Medicare & Medicaid Services (CMS) certified 
information system. 

SDOH Social Determinants of Health. Health-related social needs such access to food, access to health services, 
education and employment, environmental conditions, income, housing, and relationships. 
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Appendix E 
MCO Report Template 
Data labeled as “MCO 1” does not represent actual individual MCO results, and is for demonstration purposes only, of the information 
that will be provided to each MCO. 
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Appendix F 
Low-Acuity Non-Emergent ICD-10 Diagnosis 
Code List 
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