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Objectives

• Review Attribution 

• Introduce the Cost Effectiveness Bonus

• Discuss Components of the Bonus Calculations

• Cost Effectiveness Bonus Process
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Attribution Review 

• Attribution is the process that will be used to associate a Medicaid recipient 
to the PCP group that provides primary care to that recipient. 

o PCP groups must sign the two agreements (one with Medicaid, one with 
an ACHN entity) to participate.

• Under the ACHN Program, Medicaid recipients will be attributed to PCP 
groups based on historical claims data utilization. 

• PCPs are encouraged to continue seeing patients, as medically necessary, on a 
consistent basis to increase the likelihood of attribution.

• Attribution is a critical factor in determining distribution of bonus payments 
among eligible providers.
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Key Steps in Attribution 

• Medicaid recipients that have met criteria for the ACHN Program for 
three out of the previous 24 months will be attributed. This does not 
have to be a continuous period.

• The previous two-year history of face-to-face provider visits:

o Both preventive visits and regular office visits are scored.

o Preventive visits receive a higher point value. 

o Recent visits are scored higher than older visits. 

o PCP visits receive a higher point value than specialist visits.

• The previous 12-month history of filled prescriptions for chronic care 
conditions are scored.
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Attribution Process

On a quarterly basis, the Medicaid Agency will determine attribution for 
each Medicaid recipient under the ACHN Program in accordance with 
the following process:

• Point values for face-to-face visits will be assigned to the individual provider 
that performed the service. 

• The individual PCP scores will be combined to form the PCP group’s total 
point score for each patient.

• The PCP group with the highest number of points will have the Medicaid 
recipient attributed to that PCP group. 

o If a specialist group has the highest number of points, then the specialist 
group will be attributed the Medicaid recipient.

6



PCP Payment Structure

Impacted by
attribution
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PCP Bonus Payment Timeline
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Bonus Payments

This is a Bonus pool in the amount of $15 million annually to fund three 
Bonus payments for Participating PCP groups. 

The Bonus Payment pool is allotted as follows:
• 50% for Quality
• 45% for Cost Effectiveness
• 5% for PCMH Recognition

Bonus Payments are made on a quarterly basis. Each quarter, $100,000 is reserved 
from the pool in order to offset bonus payment issues. The reserve fund is then 
distributed at the end of the fiscal year according previous earnings. 
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Guiding Principles for Cost Effectiveness
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• Consistency with ACHN’s principles of paying for activity with a 
focus on preventive care and health outcomes.

• Acknowledgement that risk levels vary across practices.

• Adherence to commonly-accepted, validated risk-adjustment 

methodologies.

• Evaluation of activities at the group level.



Cost Effectiveness Overview
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• All participating PCP groups will be eligible for a performance payment if the PCP group 
meets or exceeds the cost effectiveness criteria established by Medicaid.

• Medicaid will utilize Milliman Advanced Risk Adjusters (MARA) software to assess the cost 
risks of the ACHN population and apply a customized algorithm to calculate a Cost 
Effectiveness score for each participating PCP group. 

• To qualify for the Cost Effectiveness bonus, PCP groups must have a score less than 1.

• Cost Effectiveness scores incorporate the following: 
1. Overall risk of a PCP group’s attributed recipients;

2. Overall per member per month (PMPM) cost of a PCP group’s attributed recipients; and 

3. Overall PMPM cost of the statewide attributed ACHN population.

• Actual PMPM costs are compared to risk-adjusted, expected PMPM costs to determine a 
PCP group score.

       Cost Effectiveness Score = 
𝐴𝑐𝑡𝑢𝑎𝑙 𝐶𝑜𝑠𝑡

𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝐶𝑜𝑠𝑡 



Components of Cost Effectiveness: 
MARA Risk Scores

• Risk scores are standardized metrics used to evaluate a member’s 
previous health experience and/or to predict health outcomes.

• Medicaid utilizes software developed by MARA for these 
calculations. 
• Several statistical models are employed for these processes.

• Concurrent risk scores are used in cost effectiveness calculations.

• The concurrent risk scores are normalized to the ACHN population. 
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Components of Cost Effectiveness: 
MARA Risk Scores, cont’d
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• Concurrent risk scores assess members’ health risks based on a previous year’s 
claims information (including costs and diagnoses codes) and predict member 
costs for that same period. 

• Concurrent risk scores are based on the claims information (i.e., 12 months), 
adjusted for the risk based on the actual experience of the attributed members 
over the measurement period.

• Claims information will include costs generated by inpatient, outpatient, ER, 
physician and other categories that will be taken into risk scoring determination.

• The average concurrent risk scores are calculated for a PCP group’s attributed 
members and are considered the PCP group’s risk score.

PCP Group’s Concurrent Risk Score =
𝑺𝒖𝒎 𝒐𝒇 𝒕𝒉𝒆 𝑪𝒐𝒏𝒄𝒖𝒓𝒓𝒆𝒏𝒕 𝑹𝒊𝒔𝒌 𝑺𝒄𝒐𝒓𝒆𝒔

𝑺𝒖𝒎 𝒐𝒇 𝒎𝒆𝒎𝒃𝒆𝒓𝒔



Components of Cost Effectiveness: 
Member Costs

• Costs are calculated on a per member per month basis at the provider 
group level and the state level.

• Member costs include 12 months of claims prior to a 3-month claims 
runout period. 
• (ex. October 2024’s Cost Effectiveness member costs includes claims from 
 July 1, 2023-June 30, 2024)

• Exclusions from the cost calculations:
• Any Medicaid member with $250,000 or more in the 12 months of claims.

• Certain program costs. (eg. Network entity case management, bonus payments, etc.)

• Certain costs that are paid in a way unique to the Alabama Medicaid Agency.
• (eg. Inpatient Mental/Behavioral Health payments)

15



Changes since 2019 

• The methodology has been updated since the initial iteration 
• Thanks to feedback from providers. 

• Changes to the methodology since 2019 include:
• Removed certain costs that are unique to the way Medicaid pays for 

services. (ex. Certain payments made to the Department of Mental Health for inpatient treatment)

• Removed Medicaid Recipients with costs totaling $250,000 or more.

• Changed the bonus threshold from the median to below 1.
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Cost Effectiveness Bonus Determination 
Process
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• Compares a 12-month per member per month (PMPM) to a risk-adjusted 
expected PMPM.

Cost Effectiveness Score = 
𝐴𝑐𝑡𝑢𝑎𝑙 𝐶𝑜𝑠𝑡

𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝐶𝑜𝑠𝑡 
=  

𝑃𝑟𝑜𝑣𝑖𝑑𝑒𝑟 𝐺𝑟𝑜𝑢𝑝 𝑃𝑀𝑃𝑀

𝑃𝑟𝑜𝑣𝑖𝑑𝑒𝑟 𝐺𝑟𝑜𝑢𝑝 𝑅𝑖𝑠𝑘 𝑆𝑐𝑜𝑟𝑒 ∗ 𝑆𝑡𝑎𝑡𝑒 𝑃𝑀𝑃𝑀

• Cost Effectiveness calculation includes a PMPM calculation for the state-
wide attributed ACHN population. 
o Cost Effectiveness calculation excludes certain costs. (e.g., Network entity case 

management costs, other bonus payments, waiver costs, drug rebates, etc.).

o Cost Effectiveness calculation excludes members costs totaling $250,000 or more.

• Bonus payment is paid to PCP groups with a cost effectiveness score  
below 1.0000.
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ACHN Provider Group Cost Effectiveness Bonus 
Payment Example, Continued
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ACHN Provider Group Cost Effectiveness Bonus 
Payment Example, Continued
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ACHN Provider Group Cost Effectiveness Bonus 
Payment Example, Continued
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Questions

• Submit questions for official response to: 
ACHN@medicaid.alabama.gov 
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