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Introduction 

The Centers for Medicare & Medicaid Services (CMS), through 42 § Code of Federal 

Regulation 438.602[e], requires state Medicaid programs to conduct an independent review 

of encounter and financial data no less frequently than once every three years. The purpose 

is to assess the accuracy, truthfulness, and completeness of the encounter and financial data 

submitted by, or on behalf of, each managed care entity (MCE). 

To comply with this requirement, the District of Columbia (District) Department of Health 

Care Finance (DHCF) contracted with Mercer Government Human Services Consulting 

(Mercer), part of Mercer Health & Benefits LLC, to conduct a limited scope audit to verify the 

accuracy, truthfulness, and completeness of the encounter and financial data submitted by 

each managed care organization to the DHCF program. Mercer worked with DHCF staff to 

perform this limited scope audit. 

Consistent with these federal priorities, DHCF relies on the quality of encounter data 

submitted by or on behalf of MCEs to accurately and effectively monitor and improve the 

program’s quality of care, generate accurate and reliable reports, develop appropriate 

capitated rates, and obtain complete and accurate utilization information.  

Approach 

Mercer approach to the work varied based on the task and included references to the CMS 

State Toolkit for Validating Medicaid Managed Care Encounter Data (Encounter Data 

Validation [EDV] Toolkit), CMS External Quality Review Protocol 5, and Mercer’s custom 

approach to the financial review. Specific tasks conducted under these activities are listed 

below, along with the financial audit activities conducted. 

Mercer worked with DHCF to conduct the review of encounter data activities for claims with 

dates of service from April 1, 2022 to March 31, 2023.   

Activity Objective and Methodology 

Task 1: Review 
Pre-Acceptance 
Edits  

Objective: Evaluate the adequacy of the District’s pre-acceptance 
encounter data edits to assess the accuracy, truthfulness, and 
completeness of encounter data. 

Methodology: Mercer evaluated DHCF’s capabilities for specific 
elements (pre-acceptance encounter data edits and feedback based on 
the edits) to determine whether DHCF employed adequate 
pre-acceptance edits and provides sufficient support to ensure 
accurate, complete, and timely encounter data. 

Task 2: Audit 
Financial Data 

Objective: Assess the accuracy, completeness, and truthfulness of 
submitted financial and member month reporting used in the capitation 
rate setting process. 

Methodology: Mercer focused the audit on specific financial data and 
related actuarial models used by Mercer actuaries as a part of the 
capitation rate development process. 
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Activity Objective and Methodology 

Task 3: Analyze 
Electronic 
Encounter Data 

Objective: Assess electronic encounter data integrity, data 
completeness, and data accuracy, with a focus on data elements 
affecting capitation rate development. 

Methodology: Mercer conducted a series of analyses of the encounter 
and claims data to validate the data completeness, integrity, and 
accuracy. Mercer’s data analytics were based on CMS Protocol 
guidance, experience working with the MCEs, discussions with DHCF, 
and nationwide experience with Medicaid encounter data.  

Task 4: Submit 
Findings 

Objective: Develop reports to outline review methodology, summarize 
observations, and make recommendations specific to the tasks 
identified above. 

Methodology: Mercer analyzed the data and information provided by 
DHCF and MCEs in response to the request for tasks listed above, 
formulated the data study objectives, and summarized the observations 
and findings. 

Summary of Observations 

A summary of Mercer’s overall observations by activity is provided below. 

Activity Overall Observations 

Task 1: Review 
Pre-Acceptance 
Edits 

DHCF implemented all edits listed in the EDV Toolkit, as well as 
additional pre-acceptance edits, to ensure all the encounter data 
accepted into the Medicaid Management Information System (MMIS) 
are valid. DHCF recognizes that some of the edits may be only 
applicable to specific settings (e.g., Nursing Facility and Long-Term 
Care, Dental, Vision, Inpatient); therefore, all edits are claim 
category-specific and are set to appropriate dispositions: deny, pay, 
and pay and report.  

Mercer’s review found that DHCF’s collaborative approach with MCEs 
has often exceeded industry standards, delivering actionable feedback 
and measurable improvements in encounter data quality. 

Mercer recommends that DHCF continue to monitor the encounter data 
acceptance rates and continue to build on robust processes, systems, 
activities, reports, and dedicated teams to monitor and provide 
meaningful feedback to the MCEs.  

Task 2: Audit 
Financial Data 

Mercer’s findings from the financial data review suggest overall 
accuracy and completeness for reported data. However, detailed 
Category of Service reporting of medical expenses is inconsistent. 
Further guidance should be provided to the MCEs to ensure 
consistency in reporting for capitation rate setting and alignment with 
provided instructions. 
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Activity Overall Observations 

Task 3: Analyze 
Electronic 
Encounter Data 

All MCEs’ data presented acceptable levels of population and validity, 
with many critical fields being populated at 100.0% with valid values 
based on the healthcare standards, which points to high quality of the 
data submitted and accepted, as well as pre-acceptance edits working 
appropriately.  

The submission at the Internal Control Number (ICN) level showed high 
alignment between encounter data submission to MMIS and claims 
data submitted as part of this data study, which can serve as 
corroboration of data completeness at the ICN level.  

Additionally, many critical fields values match between these two data 
sources, which could indicate that encounter data truly represent the 
claims as depicted in the MCE claims systems. 

Although the ICN-level data showed high alignment, the line-level 
data’s much lower level of alignment may warrant additional analysis 
and discussion to establish whether the identified discrepancies are 
results of the data extraction or more systemic issues. 

Task 4: Submit 
Findings 

Mercer developed two reports to fulfill the requirements of the work 
order: a detailed report to be used by DHCF to get additional insight 
from the work and the summary reports (this report) with high-level 
observations and recommendations. These reports are intended to 
supplement any work completed directly by the DHCF or its External 
Quality Review Organization. 

Conclusion 

Mercer completes the specific aspects of the triennial encounter and financial data audit for 

DHCF. The specific elements of this encounter and financial data study have been informed, 

designed, and conducted in alignment with the EDV Protocol to provide DHCF with 

reasonable assurance that encounter data received from the MCEs are accurate, truthful, 

and complete; that DHCF’s employed edits for the management of encounter data adhere to 

CMS recommendations; and that the financial and member month data are accurate, truthful, 

and complete.  

This report is prepared on behalf of DHCF and is intended to be relied upon by DHCF. To the 

best of Mercer's knowledge, there were no conflicts of interest in performing this work. 

The suppliers of data are solely responsible for its validity and completeness. Mercer 

reviewed the data and information for internal consistency and reasonableness using CMS 

protocols and guidance, but validation of each encounter and data element against source 

systems and medical records was not within the scope and timing of the review objectives. 

All recommendations are based upon the information and data available at a point in time 

and are subject to unforeseen and random events. Actual experience may vary from 

estimates. 

Mercer expressly disclaims responsibility, liability, or both for any reliance on this 

communication by third parties or the consequences of any unauthorized use. 
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