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August 20th, 2012

MaryAnne Lindeblad, Administrator
Medicaid Director/Health Care Authority
626 8th Avenue S.E.

P.0. Box 45502

Olympia, WA 98504-5502

Dear Ms. Lindeblad:

As you may be aware, the Washington Health Care Authority (HCA) and
Oregon Health Authority (OHA) have joined in an effort with Washington
and Oregon’s Tribes to obtain approval from CMS for an 1115
Demonstration Waiver or State Plan Amendment, that will allow for
certain optional services no longer covered by the states’ Medicaid
programs to be provided by Indian Health Service, 638 contract and
compact Tribally-operated programs and to be reimbursed by their
respective States.

A Tribal Workgroup comprised of Tribal representatives from Washington
and Oregon Tribes has been appointed to begin this work. The Workgroup
convened its first meeting on August 15, 2012. The outcome from our
meeting is that we anticipate our recommendations will build on the
Arizona model for payments to cover “uncompensated care costs”
associated with Medicaid reductions.! This model was recently approved
by the Centers for Medicare and Medicaid Services (CMS) in the State of
Arizona. These payments are intended to support the viability of IHS and
Tribal facilities, who are essential community providers of health care for
the American Indian (AI) and Alaska Native (AN) populations.

The Workgroup identified the following action items as necessary to move
our work forward, and we respectfully request your assistance to do the
following:

Send a letter of intent as the State Medicaid Director to CMS indicating the
State’s intent to move forward on this matter and the need to obtain
technical assistance and guidance from CMS personnel on the Arizona model.

! please see “Attachment K” excerpt from the Arizona Medicaid Section 1115 Demonstration Waiver,
amended April 6, 2012.
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2. Direct your Medicaid staff to conduct a claims analysis of services provided
by IHS, Tribal and urban Indian health providers for the AI/AN and non-
native population.

3. Appoint appropriate State Medicaid personnel to work with and provide
technical assistance to our Tribal Workgroup charged with developing
recommendations to move this process forward.

We are hopeful that the letter to CMS can be sent as soon as possible so that we can
obtain their guidance on how we should proceed using the Arizona model. We are
hopeful our request for data can be completed in a timely manner and shared with
our workgroup. The representatives would like to conduct an analysis of the data to
prepare_for our next scheduled meeting set for Monday, September 17, 2012. We
also request that the personnel you appoint attend our next workgroup meeting.

Please let us know if you have any questions concerning the requested items in our
letter.

Thank you for your attention to this very important matter!
Sincerely,
(é/-] Un. S i
Marilyn Scott,
AIHC Chair
Enclosure:

Excerpt from Arizona Medicaid Section 1115 Demonstration Waiver: “IHS and 638
Facilities Uncompensated Care Payment Methodologies

Cc: Deb Sosa, Tribal Liaison Health Care Authority



Arizona Section 1115 Waiver
Uncompensated Care Payments to Indian Health Services and 638 Facilities

Background: How the Waiver Request Came Into Being

The Great Recession had a severe impact on state budgets across the country. Arizona was
among the states most severely impacted. The State lost 300,000 jobs, which resulted in
unemployment reaching near 10%. As a consequence, Medicaid enroliment increased by
approximately 30%. With State revenues down 34%, there were fewer dollars available to cover
the State’s share of AHCCCS program costs. These revenue losses also meant fewer dollars
available to cover the costs of K-12 education and universities, child protective services,
corrections and other basic state public health and safety programs impacting all Arizonans.
Meanwhile, the AHCCCS program went from being 18% of the State’s budget in 2007 to nearly
30% of the General Fund in 2011.

To address the budget crisis, the State began a process of implementing reductions across all
state government. The AHCCCS program alone has been reduced by nearly $2.5 billion in total
funds (state and federal) since the start of the Recession. The State also raised taxes by $1
billion. This tax increase prevented additional reductions to education and to the Medicaid
program.

Reductions to the AHCCCS program have included decreases in provider and health plan rates,
elimination or limitation of benefits, administrative reductions, increased member cost sharing,
enrollment freezes for KidsCare and childless adults, and the phase out of the spend down
program. Benefit reductions were applied to all adults on the AHCCCS program. Those
reductions that had the most significant impact on the American Indian Health Program were the
elimination of podiatrists as a provider type as well as elimination of well exams for adults.

After consultation with tribal stakeholders, the State concluded it was in the best interest of the
American Indian Health Program to submit a waiver that allows the State to exempt Indian
Health Services (IHS) and 638 facilities from the benefits and eligibility restrictions imposed
upon the broader AHCCCS program. Because Medicaid covered services provided by IHS and
638 facilities are funded with 100% federal dollars, the application of the reductions to these
facilities yielded the State no savings. However, without the exemption, the impact these
facilities would experience would certainly be significant. When considering the federal funding
stream and existing health disparities among the American Indian/Alaska Native (Al/AN)
population served by IHS and 638 facilities, the State agreed to press ahead with the waiver
request in partnership with Arizona’s 22 tribes.

The Progression of Arizona’s Waiver Request

This waiver concept first was submitted to the Centers for Medicare and Medicaid Services
(CMS) in June 2010 as Arizona began preparing for a series of benefits reductions that were
scheduled to begin October 1, 2010. Later in the summer of 2010 and as part of a broader 1115
amendment, Arizona asked CMS to include language exempting IHS and 638 facilities from the
benefits reductions. That request remained unresolved and was later expanded to include an
exemption to the enroliment freeze for childless adults receiving services at IHS and 638
facilities as additional reductions were made to the AHCCCS program.



Tribal leaders provided great leadership in advancing the waiver request and in addressing
questions from CMS and its federal partners. IHS and 638 facilities have fulfilled numerous
requests for data and additional information. CMS officials have remained committed to
furthering the dialogue, including hosting tribal leaders and the AHCCCS Director, Tom Betlach,
in a tribal consultation held in Washington, DC on December 14, 2011. Throughout the process,
the AHCCCS Administration continued to maintain an open dialogue with and obtain guidance
and direction from its tribal stakeholders. At the consultation on December 14, 2011, the State
assured CMS that it would pay the non-federal share for individuals who are not Al/AN.

Following these discussions, CMS sent the State a letter of agreement in principle on February
17, 2012. This letter committed CMS to approving this waiver amendment to ensure the
financial viability of tribal providers by addressing the uncompensated care costs experienced
by IHS and 638 facilities as a result of the AHCCCS reductions, subject to resolution of
operational details. CMS noted in its letter that the State’s commitment to paying the state
share of costs provided to non-Al/AN populations was central to CMS’ ability to approve the
waiver amendment.

The Proposal: Supplemental Payments to IHS and 638 facilities

As indicated in the February 17 agreement in principle letter to Director Betlach, CMS is
prepared to provide the State authority to receive Federal financial participation for specified
types of care furnished by IHS and tribal 638 facilities to Medicaid-eligible individuals and other
individuals with family income at or below 100 percent of the Federal poverty level (FPL). The
objective of this proposal is to ensure the continued viability of the IHS and 638 facilities.

To accomplish this, CMS and the State have discussed a supplemental payment structure that
supports tribal providers, is simple to administer, and can be operationalized rapidly. Two
potential options have been identified for structuring a payment that will be made to the facilities
providing services that are no longer covered under the Arizona Medicaid State plan, as well as
providing care to individuals (childless adults) who are no longer eligible for the Medicaid
program. CMS and the State are open to other ideas or modifications to these proposed
options, as long as they meet the basic Federal principles.

Option 1 — Encounter Based Approach

Option 1 requires the IHS and 638 facilities to report to AHCCCS on a regular basis the number
of adults under 100% FPL to whom the facilities provided services and how many units of
services were provided to that individual.

e Facilities will track the services provided to individuals who are not Medicaid eligible, but
have income under 100 percent of the Federal Poverty Level (FPL). This could be
accomplished through a simple tracking mechanism such as a spreadsheet, and will
also require the facilities to conduct a high level income check.

« Facilities will also track the services provided to Medicaid individuals that are no longer
paid for by AHCCCS, using the same tracking tool.

e The tracking document will be sent to AHCCCS on a monthly or quarterly basis for
payment, and should include the following elements:

o Service provided,
o Service rate; and
o Whether service provided was to a native or non-native.

e AHCCCS would then pay the facilities, using the all-inclusive rate, the amount of

uncompensated care as reported by the facilities in their tracking documents.



Option 2 — Historical Data Approach

Option 2 involves the AHCCCS Administration developing a methodology for capturing the total
amount of uncompensated care costs borne by IHS and 638 facilities that can be attributed to
the childless adult enroliment freeze and benefit reductions. The State would do the tracking
and make payments. There would be no reporting on the part of the facility.

e AHCCCS will pay facilities, on a monthly basis, a prospective “lump sum” payment that

is calculated from historical costs associated with care provided to native childless adults
as well as costs associated with the benefits that were removed from the Medicaid State

plan.

e The “lump sum” payment would also include costs associated with providing care to non-
natives (for which AHCCCS will pay the State share).

e The “lump sum” payment will be distributed prospectively from the date that the
amendment is approved based on the percentage of claims the facilities submitted to
AHCCCS from October 2010 through September 2011 for services provided to AVAN

childless adults.

Calculation for Cost of Services to Persons
Ineligible for AHCCCS

FY 2011 Total Paid 90,000,000
Average monthly membership 23,000

per member per month (pmpm) 326
Monthly Payment Calculation — Ineligible

Individuals

May - Decrease in Native American Childless

Adult coverage since Freeze 7,000

May Eligibility Payment (PMPM * 7,000) 2,282,609
Monthly Payment Calculation — Services

Adult Per Member Per Month Service Funding 5.00

Total Number of AI/AN Adults Enrolled with

AHCCCS 60,000
May Services Payment 300,000
Total May Payment to |.H.S and 638 Facilities

(Eligibility + Services) 2,582,609
Facility A - Allocation - 1% 25,826.09
Facility B - Allocation - 5% 129,130.43



Calculation for Cost of Services to Persons

Ineligible for AHCCCS
FY 2011 Total Paid

Average monthly membership

per member per month (pmpm)

Monthly Payment Calculation — Ineligible
Individuals

May - Decrease in Native American Childless
Adult coverage since Freeze

May Eligibility Payment (PMPM * 7,000)

Monthly Payment Calculation — Services

Adult Per Member Per Month Service Funding
Total Number of AI/AN Adults Enrolled with
AHCCCS

May Services Payment

Total May Payment to |.H.S and 638 Facilities
(Eligibility + Services)

Facility A - Allocation - 1%
Facility B - Allocation - 5%

Issues:
Choice of Option 1 or 2

New Childless Adults entering the system
Newly Dropped Childless Adults

Inflation adjustment to the PMPM payment
Confirmation of the 7,000 figure

$5.00 PMPM Service Funding

Increase CHS Utilization

Periodic Review

90,000,000

23,000

326

7,000

2,282,609

5.00

60,000

300,000

2,582,609

25,826.09

129,130.43

Timeframe:

Proxy of what is being lost per the services
eliminated.. Well Exams, Podiatry, etc.



OptionOne JoptionTwo | Hybrid Optlon - Overall
issues/Concerns |lssues/Concerns | Three = | i
Requiring venf:cation of Need to build in an Hybrid will be the 20 month bndge

income — Pay stub. opportunity to verify cleanup of Option 1

What about other
examples?

- Self attestation of
income.

- MSP for example
—simply ask the
question.

- Random sampling
for verification
purposes.

- What would be
sufficient if CMS
performed an
audit.

Request AHCCCS to bring
to Thursday’s meeting a
statement authorizing
that an Attestation of
income is sufficient,
including a definition of
“high level”.

What data will AHCCCS
require for those that are
included on the
list/spreadsheet that each
facility would generate.

what IHS/Tribes have lost
due to the elimination of
services and elimination of
the Childless Adult
population. The
verification #s would
result in retroactive
adjustment back to April
1 when the original
payment period has been
identified.

or Option 2.

Includes lump sum
payment per month

Completely
transparent track-
able data

Allow for Monthly
Verification

Requesting verification
will be a challenge as
these individuals will not
be enrolled in Medicaid
bringing them access to
other benefits outside of
receiving IHS benefits.

Takes into range
individuals lost during a
timeframe after the
benefit reduction.

IHS verifies 11,000 not
7,000 have fallen off the
Childless Adult. We don’t
know how many AIAN
have fallen off the other
plans/managed care
plans.

Both options 1 & 2 are
faulty

1t will be difficult to create
another tracking system
for this purpose and will
not be cost effective for
IHS — in this short period

S5 - March 1, 2012

What methodology was
used by AHCCCS to arrive
at $5.007

Provide an option to
each facility
authorizing them to
elect Option 1 or
Option 2 or Hybrid




of time and to keep in
place for less than 2 years.

There is disagreement
with this rate as it doesn’t
cover AlANs who have
fallen off other plans.

And over 90,000 AIAN
adults verified as being in
the plan for the state of
AZ.

AZ option paper states
60,000.

The $5 payment needs to
reflect payment to those
who remain enrolled in
Medicaid but do not have
access to these Medicaid
Services in a facility of the
IHS due to the reduction
in Medicaid benefits for
the Medicaid population.

There are members
enrolled in the American
Indian Program but are
not accepted by other
Medical providers.

Option

Request discussion related
to a qualified population
segment who are eligible
but never enrolled due to
the lack of providing
verification or completing
the enrollment process.

Build in timeframes where
IHS/Tribes can work with
state to verify.

Suggest an escalator
(average increase of those
dropping off) of those who
will fall under the
Uncompensated care
category

The $90M does not
include bills that have not
been submitted to date as
some facilities are behind
in billing and coding.




2011 1.H.S./638 Supplemental Payments Waiver
Performance Measures

Introduction

Section 1115 Waivers are “demonstrations”. They test a particular hypothesis to show that the waiver from the federal Medicaid
regulations supports the Medicaid program. Part of supporting a demonstration under an 1115 waiver is providing CMS with
performance measures. Below are the hypotheses that the State is testing and some measures that AHCCCS is considering for
discussion.

»  Uncompensated care payments to L H.S. and 638 facilities will increase capacity to provide care and services resulting in AHCCCS
members receiving routine care and recommended evidence based care and services for chronic conditions

»  Implementing uncompensated care payments to LH.S. and 638 facilities will allow staffing levels (o be maintained or increased.

1115 Waiver Special Terms and Conditions (STC) re payments to IHS and 638 facilities

Intro paragraph:

In addition, the Demonstration will provide for payments to IHS and tribal 638 facilities to address the fiscal burden of
uncompensated care for services provided in or by such facilities to individuals with income up to 100 percent of the FPL. This
authority will enable the State to evaluate how this approach impacts the financial viability of THS and 638 facilities and ensures the
continued availability of a robust health care delivery network for current and future Medicaid beneficiaries.

STC 26 Payments to IHS and 638 Facilities.

The State is authorized under the expenditure authorities of this Demonstration to make payments to [HS and tribal 638 facilities that
take in to account their uncompensated costs in furnishing specified types of care furnished by [HS and tribal 638 facilities to
Medicaid-eligible individuals and other individuals with family income at or below 100 percent of the FPL.

Facilities will have the option to elect one of two approved methodologies, as further outlined in Attachment K, to calculate and
receive payment for their uncompensated care costs. The facilities will notify AHCCCS of their selection by April 30, 2012, and will
have the option to switch their methodology election only once. If a facility elects to switch the methodology by which their
uncompensated care payment is calculated, the facility must notify the State by December 15, 2012. The new methodology will be
utilized to calculate the facility’s uncompensated care payment effective January 1, 2013.



STC 28e) Evaluation re Uncompensated Care Payments to IHS and 638 Facilities.
Arizona must conduct an independent evaluation of the uncompensated care payments provided to IHS and 638 facilities as described

in paragraph 26 and Attachment K. The evaluation must test the following specific hypotheses related to the uncompensated care
payments:

i. What is the affect on service utilization as a result of the uncompensated care payments broken down by type of service as well as
the population served?

ii. Are the affected facilities able to maintain and/or increase their current staffing levels?
Methods by which the State can evaluate these hypotheses include evaluating staffing levels as well as the relative utilization of, and
access to, services provided to adults pre-uncompensated care payment period to services with those of the post-uncompensated care

payment period. Measures could include examining selected evidence-based measures indicating management of chronic conditions
(such as diabetes and asthma).

Measure Facility Response Additional Comments

1. Total budget for your facility (so the payment can be
compared to the total budget)

2. Share of total funds in your facility that are Medicaid (ie
what is the payor mix)

3. Staffing reductions each IHS/638 facility was going to
have to make if they did not receive the payments.

4. Breakdown of staffing at each IHS/638 facility before and
after payment -- by provider type. (We can select a group of
provider types: e.g., PCP, NP, Dental, podiatrist)

5. Benefit reductions each IHS/638 facility would have
made but for the payments

6. Utilization trends of non-Al and Al before and after the
payments.




7. Utilization trends per accounting under Option 1.

8. Hours of availability at each IHS/638 facility pre-
payments and post

9. Availability of services by service type at each IHS/538
facility (e.g. dental, pharmacy, podiatry) - Pre the payments
and post the payments

10. How does the continued receipt of Medicaid income
support your ability to maintain Accreditation? (there is a
requirement that IHS has to use third-party resources
(Medicaid) for Accreditation/Certification purposes)

11. What other actions would you have taken had Medicaid
income been reduced as anticipated prior to the CMS
Waiver approval?

Government Performance and Results Act (GPRA) Quality Measures

12. Access to Care pre- and post-payment: GPRA
access to care measure

13. Oral health care for children ages 0 to21 years of
age:

General Access

Sealants

Topical Fluoride

Baseline measurement period
CYE 2011, October 1, 2010 through September 30, 2011

Remeasurement period
CYE 2016, October 1, 2015 through September 30, 2016

14. Diabetes and Asthma:
Percent of members diagnosed with asthma with a
primary diagnosis of diabetes on at least one office
visit claim:




Percent of members diagnosed with asthma with a
primary diagnosis of diabetes on at least one
emergency room visit claim:

GPRA diabetes Performance Measure Results:
Blood Sugar Assessed

Diabetes Prevalence

Ideal Blood Pressure Control

Ideal Blood Sugar Control

LDL Cholesterol Assessed

Nephropathy Assessed

Poor Blood Sugar Control

Retinopathy

Baseline measurement period.:
CYE 2011, October 1, 2010 through September 30, 2011

Remeasurement period
CYE 2016, October 1, 2015 through September 30, 2016
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