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On May 21, 2025, the Centers for Medicare & Medicaid Services (CMS) announced a significant
expansion of its primary auditing tool used for Medicare Advantage (MA) plans or contracts.[1] CMS
conducts Risk Adjustment Data Validation (RADV) audits to help ensure the accuracy of payments
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based on the health status of Medicare beneficiaries in the MA program. These audits involve reviews of
enrollee medical records to determine if diagnoses submitted for payment purposes have the
appropriate documentation support in accordance with industry guidelines.

In MA, private health insurers (Medicare Advantage Organizations or MAOs) contract with CMS to
offer managed Medicare benefits to Medicare-eligible enrollees through MA plans. The MAOs receive
capitated monthly payments from CMS to care for individually enrolled Medicare beneficiaries based
on the particular set of diagnosis codes submitted on encounters by the MAO to CMS for that enrollee
(i.e., higher payments for patients with more severe or chronic conditions that cost more to manage),
among other enrollee characteristics such as age, gender, and Medicaid eligibility status. The enrollee
characteristics and diagnosis codes submitted on encounters in the year of service are used to calculate
a risk adjustment factor or risk score (RAF) for each enrollee. The RAF score is used to determine the
monthly payment amounts for each enrollee in the following year, known as the payment year. This
methodology is known as risk adjustment. In an effort to improve accuracy of these payment amounts,
CMS created RADV audits to verify the accuracy of MA plans’ diagnosis code submissions by
confirming that diagnoses that factor into the risk adjustment model for calculating payments are
supported by medical records.

RADV Background

Originally implemented for 2007, CMS RADV audits were developed to serve as the primary audit tool
to identify potential errors and overpayments to MAOs within the MA program. The purpose of RADV
audits is to identify discrepancies in payments by comparing diagnosis data submitted by an MAO
against medical record documentation MAOs provide during the audit to support conditions that affect
enrollee risk scores, which drive the capitated payments from CMS to the MAO. Regulations mandate
that diagnosis codes must be supported in the medical record to be submitted for risk adjustment
purposes.[2]

This was accomplished through CMS selecting a sample of enrollees from a limited number of plans
chosen through an undisclosed selection process. CMS would review medical records for these
sampled enrollees to determine if any payment-related diagnoses were unsupported. CMS then
calculated payment adjustments for potentially unsupported diagnoses for the sampled enrollees. The
process by which enrollees were selected for the audit sample was intended to form a statistically valid
sample that could support an extrapolated recovery to other eligible enrollees in the plan.

CMS has not collected extrapolated recoveries to date but intends to do so for the audits related to
payment years 2018 and forward, which were initiated in November 2024[3] and are currently in
process.

What Did CMS Announce?

In May 2025, CMS announced its intention to materially increase its RADV audit efforts. CMS
acknowledges it is several years behind and has not recovered any significant MA overpayments since
2007. Instead of selecting a limited list of MA plans as has been the historical pattern, CMS announced
that it will invest additional resources through enhanced technology and an increased team of medical
coders to (1) audit all eligible MA plans for each payment year and (2) work through its backlog of



RADYV audits for payment years 2018-2024 by early 2026. CMS did not indicate with which payment
year the expansion to all eligible plans will begin although many more plans were selected for 2019
compared to 2018 to date. Notably, payment year 2018 is the first year that CMS’ related final rule
permits the extrapolation of RADV audit sample overpayments outside of the sampled enrollees to a
broader sampling frame population[4] within the MA plan.[5]

What Else Do We Know About CMS’' New RADV Methodology?

Along with the May 2025 announcement, CMS has also released a “Questions and Answers” document
for both payment years 2018[6] and 2019[7] that includes a list of selected contracts under audit to date
for each year. CMS has also released additional details regarding its updated RADV audits through an
“Audit Methods and Instructions” document for 2018[8] and 2019.[9] These documents communicate
CMS’ audit methods and instructions to an MAO selected for audit in the year, including information
related to the following important components of the audit:

* Statistical Sampling Methodology

¢ Sampling Frame Discussion

Sample Selection Method

Medical Record Requirements and Submission Instructions

Payment Error Calculation and Extrapolation Methodology

What Are the Key Takeaways from CMS’ Updated RADV
Methodology and Announcement?

Plan Selection and Sampling Frame

For payment year 2018, CMS utilized two different plan and sampling frame selection criteria to select
58 total contracts for audit and the sampling frames for each. The first utilizes two MA improper
payment prediction models to select certain contracts that have a higher likelihood of a RADV audit
identifying overpayments. The second attempts to isolate and include contracts due to a higher use of
chart review-related records[10] (i.e., a large number of enrollees with only chart review-related
diagnoses submissions contributing to portions of their risk score). For payment year 2019, CMS does
not include this second approach related to chart review diagnoses but instead selected 355 MA plans
(45 initially, followed by second batch of 310) and each plan’s related sampling frame solely using the
improper payment prediction model approach.

CMS’ methodology of selecting the sampling frame using an improper payment prediction model
differs from its previously discussed methodology in 2012.[11] That methodology did not leverage an
improper payment prediction model and sampled all RADV eligible enrollees. Table 1 below contains a
comparison between CMS’ new sampling methodologies for payment years 2018 and 2019 as well as a
comparison to CMS’ previous discussion of the sampling process for RADV audits of MA contracts
from 2012.



Table 1

Methodology PY 2018 PY 2019 2012 Methodology
Plan 58 contracts 355 contracts Historically 30 contracts
Selection (45 initially, followed by second audited per year

batch of 310)
Sampling Historical RADV Eligibility:
Frame 1. Continuous enrollment in the audited contract from January of the data collection year through

January of the payment year

2.  Enrolled in Medicare Part B coverage for all 12 months during the data collection year

3. At least one diagnosis in the data collection year that led to at least one CMS-HCC assignment for the
payment year

4. Notin an End Stage Renal Disease or Hospice status from January of the data collection year through
January of the payment year

5. Not part of any OIG audit or other pertinent settlement that included data from January of the data
collection year through January of the payment year

Sampling Version A Ranked in the top decile of RADV 201 sample members
Frame Ranked in the top decile of RADV eligible enrollees in RADV eligible | randomly selected from three
(Cont’d) eligible enrollees in RADV eligible MA | MA contracts by one or both of strata determined by risk
contracts by one or both of CPI's MA CPl's MA improper payment score (67 members each for
improper payment prediction models | prediction models members with the lowest,
Or medium, and highest risk
Version B 35 enrollees randomly selected scores)
All Encounter Data System (EDS) from sampling frame

CMS-HCCs are based on diagnoses
submitted by the audited MAO to the
EDS derived only from linked or
unlinked chart review records

35 enrollees randomly selected from
sampling frame

Extrapolation Methodology

CMS indicates that extrapolation is expected to be the standard practice with CMS RADV audits of MA
plans beginning with payment year 2018. When extrapolation is utilized, CMS will extrapolate the
estimated payment error only to enrollees within the sampling frame.

For payment years 2018 and 2019, CMS will utilize a 90% confidence interval to determine a “lower
bound” around a “point estimate” of the average drop in risk score derived from its sample audit results.
For payment year 2018, CMS will look to recoup this Jower bound estimate of extrapolated
overpayments within the sampling frame. This differs from the methodology announced by CMS for
payment year 2019, for which CMS has stated that it will look to recoup the point estimate of
extrapolated overpayments within the sampling frame. CMS will only use the lower bound to
determine if the lower bound is above zero. In cases where the lower bound estimate of overpayments
is at or below zero, CMS indicates that it will not extrapolate the sample results to the sampling frame
and will only look to recoup any sample-related overpayments for that MA plan.

This methodology of extrapolation differs from CMS’ previously discussed methodology from 2012,
[12] which indicated that the lower bound of a 99% confidence interval (a larger or wider interval that
would result in a lower “lower bound” compared to a 90% confidence interval—see an example
comparison depicted in Figure 1 below) would be used as the estimate of overpayments for the
sampling frame prior to the final rule restricting extrapolation from RADV audits to payment years



2018 forward. As can be seen in Figure 1, these changes are significant for MA plans as the lower bound
of a 90% confidence interval is higher than that of a 99% confidence interval, while the point estimate is
higher than either of the lower bounds.

Figure 1
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Table 2 below contains a comparison between CMS’ new extrapolation methodologies for payment

years 2018 and 2019 as well as a comparison to CMS’ previous discussion of the extrapolation of audit
results from RADV audits of MA contracts from 2012.[13]

Table 2

Methodology
Extrapolation

PY 2018
e Calculate the average

change in risk score for the
sampled enrollees to get the
“point estimate”

Use the estimate of the
variance of the average
change in risk score for the
sampling frame to
determine the lower bound
of a 90% confidence interval
CMS indicates that the
lower bound of a 90%
confidence interval is the
audit recoupment amount
(capping the recoupment
amount at $0 in the case of
any potential
underpayment)

PY 2019

Calculate the average
change in risk score for the
sampled enrollees to get
the “point estimate”

Use the estimate of the
variance of the average
change in risk score for the
sampling frame to
determine the lower bound
of a 90% confidence interval
CMS indicates that when
the lower bound of a 90%
confidence interval is
greater than $0, the audit
recoupment amount is the
point estimate (when the
lower bound is SO or less,
CMS will not extrapolate)

2012 Methodology

Calculate the annual payment
error across all sampled
enrollees and multiply it by the
enrollee’s sampling weight to
get the “point estimate”

Use the estimate of the
variance of the payment error
for the sampling frame to
determine the lower bound of
a 99% confidence interval
CMS indicates that the lower
bound of a 99% confidence
interval would be the
preliminary audit payment
recovery amount (capping the
amount at S0 in the case of
any potential underpayment)*




* To determine the final payment recovery amount, CMS indicated that it would apply a Fee-for-
Service Adjuster amount as an offset to the preliminary recovery amount. If the FFS Adjuster amount
is greater than the preliminary recovery amount, the final recovery amount is equal to zero. The FFS
adjuster accounts for the fact that the documentation standard used in RADV audits to determine a
contract’s payment error (medical records) is different from the documentation standard used to
develop the Part C risk-adjustment model (FFS claims). CMS found more recently in its RADV-related
final rule that a FFS Adjuster is not appropriate and would not be applied during further RADV
extrapolations. The removal of the FFS Adjuster has been widely criticized by MAOs.

Summary

CMS has recently increased its focus on ensuring MAOs “are billing the government accurately for the
coverage they provide to Medicare patients.”[14] To do so, CMS has begun to implement a “significant
expansion of its auditing efforts”[ 15] for MA plans through its RADV audit program by looking at an
increased number of eligible MA plans for each payment year and investing in additional resources to
expedite the completion of audits for payment years 2018 through 2024.

CMS’ methodology for conducting these audits and determining what amounts to attempt to recoup
from MAOs appears to be evolving through this expedited process. Importantly, as it relates to
extrapolation, CMS plans to recoup extrapolated overpayments starting with payment year 2018 and
then plans to increase the extrapolated overpayment estimates for 2019 compared to 2018 and earlier
methodologies by (1) auditing far more contracts than historically done, (2) targeting the point
estimate instead of the lower bound of a confidence interval, and (3) using a narrower 90% confidence
interval instead of the 99% confidence interval described in the 2012 methodology.
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