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1.0  ABSTRACT
The Commonwealth of Puerto Rico faces difficult challenges in funding its Medicaid program, given the capped nature of Puerto Rico’s Title XIX grant.  This grant covers only 13% of the cost to provide health benefit coverage for Puerto Rico’s Medicaid population, leaving the Commonwealth government with an annual burden of over $1.1 billion or approximately 12% of its entire budget.  The Puerto Rico Medicaid program is exploring innovative ways to reduce improper payments due to fraud and abuse, gain operational efficiencies, improve data quality, and provide better service to its stakeholders.  To this end, the Puerto Rico Medicaid program is seeking to adopt the use of electronic data from external sources (local and federal government agencies) to validate key beneficiary data used to grant eligibility and proactively support eligibility determination.  The validations will assist in identifying instances of fraud and abuse for people already receiving Medicaid benefits and to verify information provided by Medicaid applicants or those seeking to re-certify their eligibility.

The Electronic Data Exchange (EDE) to be implemented with local and federal data sources will provide additional benefits.  The data from external sources will provide a means to increase the reliability of the demographic and socioeconomic data in the Puerto Rico Medicaid program’s eligibility database.  Therefore, the Medicaid program’s database can then be utilized as a tool to develop profiles of the Medicaid population and formulate public health policy using the data resulting from the combination of the eligibility and EDE databases.  The EDE initiative will also improve access to the Medicaid program for applicants or those seeking to re-certify their eligibility.  The data obtained through the EDE’s will allow the Puerto Rico Medicaid program to have a significant amount of information for any applicant, reducing the need for the applicant to go through the time and expense to gather a significant amount of documentation to support the application.  This includes the need for the applicant to provide proof of citizenship, which can be obtained by the Puerto Rico Medicaid program electronically for those applicants born in Puerto Rico.

The Commonwealth of Puerto Rico supports this initiative, having already funded and completed preliminary projects to develop functional and technical requirements, computing algorithms, and architectures required to implement the EDE’s proposed in this grant application including: “Architectural Design for Dual Eligibility Data Exchange.(2006).”; “Information Strategy Review.”(2006); “Scope Study and Development Plan for the adoption of MITA” (2007); and “Scope Study and Development Plan for the PARIS.”(2007). 
Funds are requested for a project ($4,157,639) with the following specific goals and outcomes:
1. Implement demographic data exchanges with the Puerto Rico Department of Health’s Demographic Registry and the Social Security Administration to address proof of citizenship, among other identity validation issues.

2. Implement socioeconomic data exchanges with Puerto Rico and federal agencies that provide EDE services which can assist in determining applicant financial assets and income sources as a means of supporting the eligibility determination process.

3. Automate data exchanges and integrate the EDE database with eligibility system to increase reliability of exchanges developed in previous stages and integrate the EDE database into the eligibility system so that the EDE data can be processed by the eligibility system.
2.0  PROJECT NARRATIVE

2.1  Statement of Project/Need

The Commonwealth of Puerto Rico' has had a privatized managed care public health plan (PSG by its Spanish acronym) with capitated premiums since 1993.  Since then, it has faced significant challenges in containing costs due to increased costs of coverage and benefits, but most importantly, with an escalating eligible population, which was 1,288,447 as of the end of Calendar year 2006.  Out of these, 950,414 (73.8%) are eligible for coverage under the Title XIX grant, which is capped and only covers 13% of total premium costs.  In fact, Puerto Rico has a disproportionate burden of Medicaid costs as compared with other States:
	State
	Population (2000 Census)
	Medicaid (T. XIX) Expenditures for FY 2005
	Medicaid (T. XIX) Beneficiaries as of June 2005
	Expenditure per Beneficiary

	New York
	18,976,457
	$43,428,046,173
	4,131,951
	$10,510.30 

	Louisiana
	4,468,976
	$5,469,988,425
	990,615
	$5,521.81 

	Puerto Rico
	3,808,610
	$240,000,000
	950,000 (est.)
	$252.63 

	Mississippi
	2,844,658
	$3,375,062,090
	593,266
	$5,688.95 

	Nevada
	1,988,258
	$1,186,391,405
	175,128
	$6,774.42 


Therefore, the Puerto Rico Medicaid program is heavily subsidized by the Commonwealth of Puerto Rico government.  Given the fact that the Puerto Rico Medicaid program benefits are provided by managed care organizations (MCO’s) under a capitated arrangement, the single greatest cost driver for the Medicaid program is the amount of people eligible for benefits.
One of the main challenges in ensuring that reliable data is utilized in the eligibility certification process is that most socioeconomic data used to determine economic conditions is provided by the applicant verbally and cannot be easily validated at the time of the application.  This lack of reliable and timely sources for validating data provided by applicants for Medicaid benefits makes the process highly vulnerable to instances of fraud and abuse.  Currently, the only external sources of data used to validate socio-economic data at the time the applicant requests eligibility or re-certification are hardcopy listings provided by other agencies within the government of the Commonwealth and Federal data services.  These hardcopy listings provided by the Puerto Rico Treasury Department, the Puerto Rico Department of Transportation and Public Works, the Puerto Rico Lottery, the Beneficiary Data Exchange (BENDEX), State Wage Income Collection Agencies (SWICA), among others, are generated on hardcopy by the Department of Health at most twice a year.  The reports are distributed physically (via courier or messenger) to the Puerto Rico Medicaid program, Department of Health Office for the Medically Indigent (PAM by its Spanish acronym) Central Office, its eight (8) Regional Offices, and ninety (90) Local Offices throughout the island.
The use of these aforementioned hardcopy listings does not provide any significant benefits.  In fact, their use unnecessarily lengthens the interview and certification process, as case workers pore through the long listings trying to find the applicant and other members of the family unit.  Given the fact that these reports are generated semi-annually or annually with data that might already be several weeks or months old, and considering that the eligibility re-certification cycle is usually 12 months, the data in the reports is ineffectual in identifying instances of fraud and abuse.  This is one of the reasons that applicants are required to submit documentation to prove their socioeconomic status.  For the applicant, gathering the required documentation is a time-consuming process where they might have to incur in expenses to obtain copies of documents, pay for government certifications, and obtain affidavits, among others.  Emerging requirements for applicants to provide proof of citizenship only makes the situation more acute.
Starting in 2006, the PAM adopted an innovative strategy for increasing the reliability of input data for socioeconomic and demographic eligibility determinations, addresses the weaknesses in the current process, and curtails fraud and abuse: utilizing from external sources in electronic format.  To date, the PAM has completed several projects that will provide the roadmap for developing an infrastructure that will facilitate these Electronic Data Exchanges (EDE’s) with local and federal data sources that can support eligibility determination:
· The development of a strategy for the use of information technology (IT Strategy) in the next five years, considering the PAM’s role in the Puerto Rico public health system, its organization, processes, people, and current IT capabilities.
· The evaluation and re-structuring of operational and administrative processes in order to increase the PAM’s effectiveness in achieving its goals and objectives, as well as promoting the efficient use of resources.
· The development of a roadmap for the adoption of the Medicaid Information Technology Architecture (MITA) to drive improvements in the PAM, increase interoperability with local and federal stakeholders, and allow leverage of tools, methods , and guidelines within the MITA framework.
· The high-level design of an architecture to match the PAM’s eligibility database with the Medicare eligibility database (provided by CMS) in order to identify dual eligible members who qualify for Medicare Platino, Puerto Rico’s wraparound payment to cover Medicare Part D.
It is very important to note that the PAM did not receive Federal Financial Participation (FFP) funds or other grant assignments to subsidize these projects as Puerto Rico is ineligible to receive them.

In addition, the PAM has initiated a demonstration project with the Puerto Rico Office of Management and Budget to utilize data from five (5) key local agencies as a means to identify potential cases for fraud and abuse referrals through an EDE with the eligibility database.  The process will be initially conducted on an ad-hoc basis by matching the different data sources and utilizing a series of algorithms and business rules (defined in the Medicare Platino project) to identify potential fraud and abuse cases.  The demonstration project also seeks to develop a proof-of-concept EDE database to store the data resulting from the ad-hoc matching process.

This demonstration project will lay the foundation for realizing the goals of the EDE initiative: to proactively control fraud and abuse, increase the quality of the data available to the PAM and the Commonwealth of Puerto Rico, and lower the administrative burden to Medicaid applicants utilizing a repeatable, cost-effective, and reliable method.  This vision can be realized through a modest-one time investment, which will provide benefits to the PAM and the Commonwealth of Puerto Rico for years to come.  

The Transformation Grants are one of the very precious few sources of external funding available to the Puerto Rico Medicaid program in order to implement these initiatives, as Puerto Rico is not eligible for Medicaid Management Information Systems (MMIS) enhanced match grants and other similar opportunities.
2.2  Project Justification
Past efforts by the PAM and the Department of Health to utilize external data sources as a means to increase data quality and identify potential fraud and abuse cases have proven very effective.  In 2002, a project was developed to utilize a number of electronic reports generated from operational database in different local agencies as a means of identifying cases where fraud had been potentially committed.  As a result of this effort, approximately 200,000 fraud cases were identified and processed, reducing the number of eligible members in the PSG by 22%.  At that time, the project was not structured properly within a strategic framework that supported an ongoing program for data quality and operational efficiency.  Therefore, although the project was successful, it was never implemented as a sustained effort or as a basis for developing an EDE infrastructure.
Given the PAM’s successful efforts to define a strategy for the use of information technology, re-engineer its operational and administrative processes, establish a roadmap for the adoption of MITA, and its initial experiences with the data exchange to support eligibility determination for Medicare Platino, it has developed a wide-ranging EDE project to capture a number of benefits.  Based on the project developed in 2002 and preliminary analysis of the eligibility database, it is estimated that the EDE project can result in savings of over $125,000,000 (12% of Medicaid benefit premium costs) annually for the Puerto Rico Medicaid program.

The EDE project will eliminate the need to create and distribute physical hardcopies of reports that are sometimes hundreds of pages long to more than one hundred PAM offices throughout the island.  These reports in their hardcopy format are very difficult to use and may cause applicant interviews to lengthen unnecessarily while case technicians gather the data to support eligibility determination.  In fact, the use of physical reports to gather data is difficult to enforce and to validate their use in the eligibility determination for specific applicant cases.  As previously mentioned, these reports may be generated semi-annually or with a lower frequency, lending the reported data unreliable due to its aging.  The proposed EDE initiative addresses all of the shortcomings of the current system to gather demographic and socioeconomic data and provides considerable value to the PAM in increasing the reliability and quality of the data utilized to determine eligibility.
While the EDE initiative will prove to be very effective and of critical importance to the PAM’s efforts to improve the eligibility process and to reduce the incidence of fraud and abuse, limitations in the external data sources may translate into corresponding limits on the usefulness of these files.   Data quality issues in all of the external data sources to be utilized in the initiative reduce the effectiveness of the proposed approach and the ability to reduce the documentation burden placed on current recipients and new applicants for benefits.  The EDE initiative will take this aspect into consideration and attempt to validate data inasmuch as possible and curtail the use of data that is clearly unreliable based on its source or its lack of correspondence to historical data exchanges.
2.3  Project Goals and Outcomes
The PAM’s EDE initiative seeks to attain the following goals and outcomes:

· Detect, analyze, and process cases where Medicaid benefits have been obtained under false pretense or by providing false information in initial or re-certification interviews.  The EDE’s will enable identification of these cases by matching the Medicaid eligibility database with external data sources that can provide specific information that disqualifies the current beneficiary from a categorical or economic means standpoint.

·  Implement controls and tap external data sources that allow verification of data provided by applicants in the certification process in order to avoid fraud and abuse cases in the first place.  The result of the EDE’s will populate, on a recurring basis, a database with demographic and socioeconomic data on every person born in Puerto Rico or that resides in the island.  The PAM eligibility case workers will have access to this database in order to verify the information being provided by each Medicaid applicant or beneficiaries seeking re-certification.
· Achieve a more equitable distribution of the capped Medicaid Title XIX grant funds by distributing them among those beneficiaries that are truly entitled to them.  The detection and processing of cases where benefits have been obtained fraudulently, as well as efforts to implement proactive control measures to control the eligibility certification process also promote social justice.

· Increase the efficiency of the PAM’s operational processes by simplifying the eligibility determination process.  With the proposed EDE’s, the PAM case worker will not require a lengthy interview in order to obtain a significant portion of the data necessary for the eligibility certification.  The case worker would focus on validating the information that is available from the EDE’s.  The result will be a much shorter interview process, which takes up the majority of the cycle time for the eligibility determination process, which will allow the PAM to operate their offices with fewer staff and/or reduced wait times for applicants.

· Reduce operating costs by eliminating the need to print out listings provided by external agencies within the government of the Commonwealth and Federal data services, make 98 copies of each hardcopy, and transport them via courier and messenger to each PAM office.

· Promote data quality by validating applicant and beneficiary data against other sources of primary data.  The EDE affords not only the opportunity to detect and prevent fraud cases, but also to continuously monitor basic demographic data such as a beneficiary’s contact information.  The contact information may be used to ensure that the Medicaid program can stay in touch with beneficiaries in order to notify them of an upcoming re-certification, changes in their status, or provide other services.
One of the main challenges the EDE initiative will face in its initial stages is the variety of data formats, file layouts, and transmission methods utilized by each external agency involved in the EDE initiative.  In addition, the data formats, file layouts, and transmission methods are likely to change over time as each agency makes modifications to its IT systems in order to meet their own operational requirements.  This difficulty must be addressed early in the project, as it will be an ongoing issue throughout the life of the initiative.  The key is to make the algorithms, processing, and matching of the EDE database as independent as possible of the systems from the external sources that provide the data.  To that end, agencies initially supplying data to the PAM will do so through a flat file with a standard format.  As the initiative matures, the PAM will adopt technology standards such as XML within the concept of an Enterprise Service Bus in order to facilitate automated, on-line data transfers and exchanges.
All of the technologies to be used in the project will be selected based on their flexibility, adaptability, cost, adherence to industry standards, and the availability of skilled resources to develop, operate, and maintain the databases and systems developed for the EDE.
2.4  Estimate of Impact to Beneficiaries
The continued development of the EDE initiative will result in significant benefits to all 950,000 Medicaid beneficiaries and those seeking to apply for the first time throughout the island:

· A significant reduction in the average length of a visit to the PAM Local Offices.  A certification or re-certification visit in a PAM Local Office takes approximately an hour, with 42% of the time expended in the certification interview.  With the availability of the EDE database, the eligibility case worker focuses on validating the information related to the applicant rather than performing a detailed interview.  The result will be a much shorter interview and overall certification process.
· A reduction in the total number of visits required to complete the certification process.  Given the lengthy certification process, the wait time before citizens can be served by a case worker, and the case worker’s requests for applicants to provide additional documentation (requiring another visit), it takes applicants an average 2.2 of visits to complete the eligibility certification process.  The online data available through the EDE database, along with the shorter certification process, will reduce the total number of visits required to complete the certification process
· A reduction in the preparation required by applicants and those seeking re-certification.  Instead of having to spend time seeking official paper-based certifications from local and federal agencies on their socioeconomic status, the data will be available to the PAM case worked through the EDE.  The paper-based certifications are time consuming to obtain and require the applicant, in some instances, to pay for them.
· A reduction in the documentation requirement for first-time applicants and those seeking re-certification to provide proof of citizenship.  In particular, beneficiaries, for the most part, will not require a birth certificate, which is costly and time-consuming to obtain.  The data from the Puerto Rico Demographic Registry, which manages the island’s Birth Registry, will be available through the EDE.
· A reduced risk of losing Medicaid benefits because the PAM is unable to make contact with the beneficiary.  The EDE database will enable continuous monitoring of applicant or beneficiary contact information by validating it with the external data sources.  If the contact information for a specific beneficiary has changed in an external data source, it can be flagged for follow-up by the PAM in order to ensure that it can stay in touch.
2.5  Description of Magnitude of the Transformation/System Change
The Puerto Rico Medicaid program will be transformed because it will have much better data to adjudicate eligibility, implement controls in validating information, and will improve the quality of its service to stakeholders.  At the same time, it will significantly reduce its recurring costs in terms of total health insurance premiums.  Given the fact that Puerto Rico’s public health system has MCO’s taking on the lion’s share of systemic risk, the eligibility certification process is the core operational process of the Puerto Rico Medicaid program.  Given the previously discussed goals and outcomes, the EDE project will revolutionize and streamline the core process for the Puerto Rico Medicaid program.

In terms of systems changes, the proposed EDE project will be developed in a new technology platform that is distinct from the eligibility system.  The technology platform will facilitate the data exchanges, analyze the results, and aggregate data related to each individual in a repeatable and reliable manner.  This platform will be utilized by the eligibility case workers in the PAM’s Local Offices.  The EDE database will be later integrated as a user-level data validation layer in the current eligibility system.  This means that rather than having the EDE database information in a system separate from the eligibility system, the data will populate each person’s eligibility application record within the eligibility system.  This will require non-trivial changes to the eligibility system, but these changes can be designed, developed, and implemented without significant risk or operational impact.

2.6  Description of Sustainability of the Project
The funds being sought through this Transformation Grant application will constitute a one-time project cost to plan, design, and implement the EDE data exchange processes, algorithms, online database, and necessary changes to the eligibility system.  Once the EDE database and changes to the eligibility system are placed into production, the cost of operating, maintaining, and enhancing them can be absorbed within the operational budget of the Puerto Rico Department of Health.  The Department of Health installs, operates, and maintains information technology systems used by the Medicaid program.  These funds are identified and allocated annually as part of the operational budget of the Commonwealth of Puerto Rico.  In the unlikely event that the EDE project noticeably increases the IT maintenance costs of the Department of Health, these costs can be offset against the cost savings to the Commonwealth of Puerto Rico that will be generated by the EDE project.

2.7  Evaluation Plan
The initiative will utilize a number of mechanisms to assure the quality and completeness of the project, measure attainment of goals and objectives, and facilitate accountability in the use of Transformation Grant funds.  The initiative is being planned and directed jointly by a group of senior administrators in the Commonwealth of Puerto Rico, including the Medicaid Executive Director, the Office of Management and Budget Director, and the Governor’s Chief of Staff, among others.  They will be responsible for the governance of the initiative, including use of funds, resource allocation, and contracting of external providers, among others.
Statistical and operational benchmarks will be measured and/or established at the start of the project for key strategic, operational, and administrative indicators in the Puerto Rico Medicaid program.  This includes indicators such as the total number of eligible persons, the number of fraud and abuse referrals, the average time for the certification process (including the portion devoted to the interview), and the average number of visits required by applicants for the certification process.  The same indicators will be measured at different points during the project in order to ensure the progress of the EDE project and that goals are being met.

The Department of Health will dedicate resources to ensure that funds from the grant utilized in the initiative can be clearly accounted for and differentiated from other sources of funds.

2.8  Description of Project Implementation Readiness
As previously mentioned, a number of predecessor initiatives related to the EDE project have been completed.  The Commonwealth of Puerto Rico and the PAM strongly support the EDE initiative, as evidenced by the demonstration project with the Puerto Rico Office of Management and Budget.  It is important to note that the funds requested in this Transformation Grant will be used to start a new distinct and separate project to expand the demonstration project developed by the Puerto Rico Medicaid program and the Puerto Rico Office of Management and Budget, and not to fund that ongoing project.  The main assumption is that the demonstration project will be completed by March 2008.  We hereby identify the major projects that will facilitate realization of the project goals.
2.8.1  Demographic Attributes
	Goal:               Add demographic attribute data to the proof-of-concept EDE database 

Objective:       Plan, design, and implement data exchanges with the Demographic Registry and the CMS by July 2008
    

Strategy:         Leverage proof-of-concept database from the demonstration project, including requirements, design, and current implementation to add the demographic matches

	Action Steps
	Persons Responsible
	Timeframe

	Analyze demographic data sources in order to determine requirements
	PAM staff, Demographic Registry staff, CMS staff, contractors
	Dec 2007 – Jan 2008

	Review and evaluate EDE database against implied requirements of the demographic data sources
	Contractors
	Feb 2007

	Document changes in functional and technical requirements, including Local Office processes
	PAM staff, contractors
	Mar 2008

	Document changes in design to the EDE database and system
	Contractors
	Apr 2008

	Develop and test changes in the online database and system programming
	PAM staff, contractors
	Apr 2008 – Jul 2008

	Train PAM case workers on how to utilize new attributes
	PAM staff, contractors
	Jul 2008


2.8.2 Socio-Economic Attributes

	Goal:               Add a new set of socioeconomic attribute data to the proof-of-concept EDE database 

Objective:        Plan, design, and implement data exchanges with second group of external sources that can provide socioeconomic data by August 2008
    

Strategy:          Determine data sources to be included based on value to the eligibility certification process and availability

	Action Steps
	Persons Responsible
	Timeframe

	Analyze demographic data sources in order to determine requirements
	PAM staff, external agency staff, contractors
	May 2008 – Jun 2008

	Review and evaluate EDE database against implied requirements of the demographic data sources
	Contractors
	Jul 2008

	Document changes in functional and technical requirements, including Local Office processes
	PAM staff, contractors
	Aug-Sep 2008

	Document changes in design to the EDE database and system
	Contractors
	Aug-Sep 2008

	Develop and test changes in the online database and system programming
	PAM staff, contractors
	Oct 2008 – Jan 2009

	Train PAM case workers on how to utilize new attributes
	PAM staff, contractors
	Jul 2009


2.8.3 Automated Exchanges and Integration with Eligibility Application
	Goal:               Implement automated exchanges (execution with minimal human intervention) and integrate the Ede database with the eligibility system 

Objective:       Plan, design, and implement by September 2009 automated data exchanges with all data sources in production as of June 2008 and integrate into eligibility application
    

Strategy:         Implement automated exchanges and integrate into eligibility as early as feasible

	Action Steps
	Persons Responsible
	Timeframe

	Develop strategy for automated exchanges and integration with eligibility application
	PAM staff, contractors
	Jul 2008

	Document functional and technical requirements for both sub-projects, including Local Office processes
	Contractors
	Aug 2008-Dec 2008

	Document design requirements for both sub-projects
	Contractors
	Dec 2008-Jan 2009

	Develop application, databases, and interfaces; perform testing
	PAM staff, contractors
	Feb 2009-Aug 2009

	Train PAM case workers on how to utilize new attributes
	PAM staff, contractors
	Sep 2009


3.0  BUDGET

Estimated Total Project Budget                     $5,782,154
Total Funding Request 
                       $4,267,231
We are requesting funding in an amount proportional to the Medicaid-eligible population (950,414) as a percentage of the total eligible population within the PSG (1,288,447) or 73.8% of the total project investment.  Implementation of the EDE project will benefit non-Medicaid beneficiaries of the PSG in the same proportion as Medicaid beneficiaries.
	Budget by Phase
	Total
	2007/08
	2008/09

	Personnel – focusing on managerial-level positions and administrative headcount dedicated to the EDE effort.
	$230,714
	$115,357 
	$115,357 

	Contractual – external consultants to analyze requirements, develop detailed designs, and implement technological components
	$3,963,060
	$1,789,650 
	$2,173,410 

	Supplies
	$0
	$0 
	$0 

	Equipment – hardware and software to support the EDE
	$45,771
	$32,066 
	$13,705 

	Other Costs (Indirect at of 12% Personnel Costs )
	$27,686
	$13,843 
	$13,843 

	All Phases
	$4,267,231
	$1,950,916
	$2,316,315
































































